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ACRONYMS

ATDP Agro-based Industries and Technology Development Project
ADTPI, 1996-2000 ADTP II, 2001-2005

BRAC Bangladesh Rurd Advancement Committee (an NGO)

GDP Gross Domestic Product; a country’s total domestic production

GOB Government of Bangladesh

HACCP Hazard Analysis a Critical Control Points

NGO Non-governmenta Organization

PCR Polymerase chain reaction; a process used to test for the presence of
shrimp white spot syndrome virus

SO A USAID Strategic Objective

SSOQ Shrimp Sedl of Qudity

Taka Bangladesh monetary unit. One U.S. dollar equals approximately 62
Taka

USAID U.S. Agency for Internationd Development

WSSV White Spot Syndrome Virus
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EXECUTIVE SUMMARY

USAID and other donors worked successfully with the Government of Bangladesh to improve
agriculturd  productivity as a way to rase the wdfae of low-income subssence farmers.
While poverty is ill widespread, Bangladesh is nearly food sdf-sufficent.  With food needs
met, demand for basic food crops is growing only dowly. But, with a risng middle-class and
rgpid growth in urban areas, people want more variety and higher quality foods aong with
processed foods. This creates great potentia for farmers to earn higher incomes by producing
more meet, fish fruits, vegetables, dary products, new grains and cooking oils for loca
consumption and more exotic products for export markets. For the process to be successful,
agribusinesses need to work with farmers and traders to encourage new crops that can be
processed for the market. That has been the task of the USAID Agro-based Industries and
Technology Development Projects--- ATDP | and now ATDP 1.

Some 35 years ago Bangladesh's agriculture sector was in disma shgpe with a large food
deficit and only massive donor food aid prevented a disaster. That is now in the distant past.
From the late-1980s the government eliminated key agriculture sector controls and regulations
and privatized trade in agriculture inputs such as fertilizer.  The policy changes propdled the
trandformation of Bangladeshi agriculture. ATDP | (1996-2000) worked mainly on
agribusness inputs such as new seed and fetilizer dong with market and technology
information. ATDP 1l (2001-2005) built on the success of ATDP | by shifting the emphasis to
support of private sector agribusinesses. It concentrated on business support services and
improved technology to encourage new product development, improved market linkages, better
food qudity and development of busness support indituions. This evduaion andyzes the
impact of ADTP Il, possble ways it might improve its impact before the project ends in
December 2005, and then examines future programming choices for USAID’'s agribusness

strategy.

ATDP Il focused its efforts on five agribusness sub-sectors  Poultry, aquaculture (finfish and
ghrimp), horticulture, grains and dairy/livesock. In addition it developed policy reforms,
market research; export promotion; and an agribusness MBA program.  There was dso an
agribusness credit fund. The project was highly successful with its poultry and horticulture
programs, though horticulture exports were limited by a lack of arfreight capacity.
Aquaculture is strong but a lack of agreement among stake holders has made it difficult to build
support for the Shrimp Sed of Qudity program. Dary/livestock has been hampered by
ingppropriate  government regulations and the grain sector adso faces Smilar regulatory
problems. The project includes specific end of project result targets for agribusness job
growth, increased domestic sales and increased exports.

ATDP Il emphaszed business development services which were successful. By concentrating
a the firm leve, problems were identified, solutions devised and good results achieved.  Since
firms had to bear pat of the cost of assstance through cost-sharing, it encouraged firms that
were serious about adopting new approaches.  While the benefits were important for each firm
that received support, only some 300 firms and severa hundred farmers and farmer groups
received assdance. It was a “retall” gpproach that can only have a limited impact in a country
with 140 million people and severd hundred thousand agribusness entiies.  Agribusiness
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faces market impediments, digtortions and market falures. In addition, government regulatory
controls make it difficult to increase production for some crops. These can be viewed as
“wholesd€’ problems affecting alarge number of firms and farmers throughout the country.

ATDP Il and another USAID project, that supports small businesses and exports, will soon be
coming to an end. Both projects provided marketing, technology and business development
svices to firms. USAID Bangladesh will be deveoping its new long-term agribusness
assgstance drategy o this is the perfect time to consider new gpproaches. While one option is
to continue support for individud firms, it might be time to shift the emphasis to palicy issues,
induding market impediments and government regulations which hold back overal agriculture
and agribusiness devedlopment.  While the World Bank and the Asan Development Bank are
deding with high-levd macro and sector policy issues and building physcd infrastructure,
USAID could focus on an industry or sub-sector niche with analyss and research. It could
work to support ingitutions that service agribusiness such as commodity and trade associations,
private sector business sarvice firms, private testing laboratories and findly, andytica research
needed to encourage government policy and regulatory reforms.

SUMMARY OF KEY FINDINGSAND RECOMMENDATIONS

» ATDP Il has been effective and has a good chance of reaching its overal targets for
increased jobs, domegtic sdes and exports. The project provided useful services to
companies and worked with supporting associations as envisaged in the project contract.
Many clients expressed appreciation for the project, and the project has helped develop
a number of industry associations. The project concentrated on key agribusness sub-
sectors and other activities. Future prospects are summarized below:

— The poultry sub-sector is a winner and ready to graduate from USAID assstance.
ATDP Il-supported firms are producing qudity products for a domestic market that
has risng incomes and strong demand for poultry and eggs. The poultry firms are
financidly strong, their operations are sustainable after ATDP |l assistance ends and
assistance after 2005 should be directed toward other sub-sectors.

— In the drimp sub-sector technology transfer could boost shrimp yields and exports
and USAID might want to support some activities beyond 2005. PCR testing of
shrimp larva for White Spot Virus and improved pond management could have a
huge potentid impact and USAID assstance could enhance impact and
sugtainability. The PCR laboratory should be maintained within the project as long
as possible, and then trandferred to a private organization. USAID assstance should
be continued after 2005.

— The Shrimp Sed of Qudity (SSOQ), which is proposed as a private and voluntary
cettification, has a questionable market demand, is widely misunderstood, and has
diverted energy into argument. To help everyone move forward, the project should
a soon as possble transfer ownership of SSOQ to an independent private
organization. Then, the project could assst interested shrimp producers to meet
certification standards and to pay for certification to the end of the project. USAID
support for exports beyond 2005 should focus on value added and assistance with
private teding, leaving private certification and SSOQ to develop in respond to
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market demand. Other issues such as labor and environment should be addressed as
opportunities arise.

— The daryllivestock sub-sector faces inappropriate government regulatory controls
which sharply limit future prospects. Through the end of 2005 the project could
work on the regulatory problems. Beyond 2005 attention should concentrate on
policy and regulatory research, policy papers and policy didogue with the
governmert.

— Horticulture (fruits, vegetables and spices) has been a successful project area. The
project helped a number of firms to expand production and introduce new products,
mainly for the domestic market. Future efforts beyond 2005 coud continue helping
firms meet the rapidy growing domestic demand and work to tap into export
markets.

— Grans have had some success but future growth faces regulatory obstacles. Beyond
2005 efforts should concentrate on changing ingppropriate government redrictions
on the varieties of grains that can be grown in-country.

» The project successfully supported the development of an Agribusness MBA program.
MBA graduates will, in 5 to 10 years, become senior agribusiness managers. No one
questions the importance of graduate levd management training. There are, of course, a
wide range of problems facing agribusness in Bangladesh. USAID usudly takes a hard
andyticd look a problems and then desgns a program that will work in a coherent
manner to solve key problems.  The MBA program was not in the origind ATDP I
desgn. When ATDP Il was a the mid-point of implementation, a decison was made to
cresie an MBA program.  There is nothing wrong with flexibility, but long-term
management traning does not fit neatly within a project approach that concentrates on
ghort-term busness savices to individua firms. It does not contribute to the
achievement of the jobs, sdes and export project results over the life of ATDP Il. A
future USAID program might concentrate on Business Development Services, policy
reform or other drategies. Alternative gpproaches require different activities The
MBA program would fit well with some approaches but not with others.

When a future USAID agribusiness program is designed thet is the time to decide which
elements are needed to achieve project success. A decison has not been made on
program gpproach so it is not possble to make a recommendation about the MBA
program now.

» The Agribusiness Credit Fund provided $20 million to commercid banks for loans to
agribusiness firms. But only 200 firms receved assstance and only 3,000 jobs were
created. Out of the 200 firms, 25 large firms received 83 percent of the funds and 175
gmdler firms received 17 percent. Smaler firms and farmers received assstance but the
bulk of the money went to large firms.

Rather than using targeting credit to agribusnesses, it would be more effective and more
firms could be reached if USAID undertook capital market research and anayss to
identify impediments and problems that redrict capitd from flowing to its mogt
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effective uses. It could then work with the GOB to remove those problems. Another
aea USAID might want to consder would be hdping commercid banks to better
understand agribusiness production and business plans so as to better assess requests for
agribusiness loans. USAID supported workshops and training could hep commercid
banks make better agribusness loans. USAID might dso work with NGOs who are
active in agribusness programs. USAID should adopt an approach that deals with both
the technical and policy problemsin capital markets.

4 Loan repayments under the Agribusness Credit Fund (ACF) generated gpproximeately
$1 million a year for the ACF Development Fund, which supported ATDP Il activities.
The funds were generdly used to match project funds. For example, if ATDP Il was
planning a $50,000 technicd assdance effort an additiond $50,000 from the
Development Fund would make it possble to double the effort. While the benefit of
additional funding is clear there is dso a need to cooperate and work closdy with the
government to identify and gain agreement on activities. The project and USAID aso
need to track and account for the funds. Joint government/USAID/project management
of a flexible budget can be difficult. A future USAID project should develop a budget
with specific dlocation criteria for the ACF Development Fund.

» The present ATDP Il approach concentrates on Business Development Services. Over
the last four years it helped over 300 firms and hundreds of farmers to improve their
productivity and profits. ~ Client firms expressed gppreciation for a number of
interventions, especidly asssance with internationd  tours to learn about new
technology used in regiond countries, assstance to identify and bring in foreign experts,
and assgance with locd training. Clients aso appreciated the project’'s business plan
competitions. There are a number of associations that support industry and trade
interests.  Some association are mature and helpful, and others less cooperative. The
evauation heard complaints from busnessmen that many associations were dominated
by one or two people who were interested in their own commercid gan or persond
political benefits, not the good of the industry group. Just as USAID is working on
“governance’ issues throughout the country, it will need to do the same with any future
support of trade associations.

In most cases ATDP Il dedt with 5 10 or 20 firms in a sub-sector. That is a
manageable number. If a future project includes business support services, one of the
difficulties is how to have an impact on sectors where smdl businesses dominate.  In
sectors dominated by farmers and smal businesses, one option to reach more clients is
to work with NGO partners, as the project is doing with Danida to reach shrimp farmers
in Noakhdi and with BRAC to reach vegetable farmers. Another option is to work with
input companies which sl inputs with embedded technology, much as the project has
worked with producers of poultry and fish food. Other input companies to consder
might be fertilizer, seed and tool companies. A third option to condder is contract
farming, but this should be approached with caution; post-harvest market opportunities
often conflict with contract obligations, undermining contracts.

» While it had good reaults, the ATDP Il Business Development Services gpproach only
reached 300 agribusiness firms.  If a new project takes the same gpproach it will reach a
gmila number of firms. Since replicaion has been limited, it is difficult to cover a
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country with a million agribusness firms An gpproach that deds with regulatory and
policy reform and the encouragement of business and trade associations adong with
private sector business service firmsis a more effective way to proceed.

» It is important to involve the government in policy reform andyds. A follow-on
agribusness proect in anty form — whether emphaszing government policy and
economic andyses or sarvices to individud firms --- would be promoting private sector
agribusiness devdopment. There is no question about whether to support private
agribusiness; the question is how best to do so given other donor activities, deficiencies
in government policies and the need to improve agribusness skills and technology. If a
follow-on project chooses to work on policies, the project might seek a counterpart
arangement with some pat of the government to improve sustainability of an andytica
gpproach to policy options. There is a need for a committee to link the project with
government  minisries  (Finance, Commerce, and  Agriculture) that  influence
agribusness success. Bt it is aso important to encourage government participaion in
the andyss of polices and regulations. For example, the Bangladesh Agriculturd
Research Council could assst policy andyss by sub-contracting policy sudies to
variousinditutions.
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AN EVALUATION OF THE BANGLADESH AGRO-BASED
INDUSTRIES AND TECHNOLOGY DEVELOPMENT
PROJECT (ATDP II)

1. WHY AN AGRIBUSINESS EVALUATION?

PURPOSE OF THE EVALUATION
The evauation will assst USAID Bangladesh by:

Providing an assessment of the project’s impact in relation to the project’'s purpose ad
expected results.

Recommending possible ways, if any, the project might improve its impact before it ends
in 2005.

Helping USAID asiit devises future agribusiness programming strategies.

EVALUATION METHODOLOGY

USAID Bangladesh provided the evauators with an extensve collection of documents on ATDP
| and Il and reports on agribusness issues. The team collected further documentation from
ATDP Il and the inditutions and firms that received assgtance. The documents were andyzed
by the evduators to identify dgnificant issues and rdationships and key <takeholders were
interviewed (see Interview Contacts in Appendix E and Questionnaire Guides in Appendix F of

this paper).

ATDP Il provided business services to approximately 330 businesses and supporting inditutions
(through September 30, 2004) as wdll as several hundred farmers and other clients. There were
adso gpproximately 21 other projects, donors and indtitutions that had an interest in agribusiness,
but were not directly involved with ATDP [I.  Usng the lis of agribusness and associaion
clients, which included both active and inective dlients, the evauaion methodology used a
combination of random (every fourth firm or client) and targeted methods to sdect clients for
interviews.  This sample gpproach meant that a cross section of samdl, large, new, old, successful
and less successful firms and associations were included. The evaduation visted ATDP regiond
offices and sdected firms in Bogra, Chittagong and Khulna Since the number of individud
famer dients was lage, smdl, ad hoc samples were done during fidd trips to Khulna,
Mymensingh and Noakhali regions. Other donors and NGOs were contacted to get ther
perspective on ATDP 1.

The project concentrated its attention on five priority sectors dong with severd other activities.
Agribusness improvements were to be achieved by a number of interventions, and the most
important were: business development services provided to firms, efforts to improve the policy
and regulatory environment; support to agribusness associaions and supporting inditutions, and
credit. For this evaduation the inputs and sectors were viewed as a matrix where the impact of
each input on the sectors could be assessed.
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Model Matrix of Sectorsand Assistance Approaches

Financeand | Associations Policy and Business
Credit and Supporting | Regulatory | Services
Ingtitutions Reforms provided to
Firms

Poultry

Grans

Aquaculture

Horticulture

Dairy, Livestock

MBA Program

Both key-informant interviews and group interviews were used. There was a process of
“triangulation,” with the same questions posed to project Staff, service inditutions and severd
beneficiaries.  In most cases smilar patterns and experiences were idertified. When the same
experiences, program results or problems are reported from a large enough sample, the
corrdation among respondents is drong and it will generate vdid findings. In other cases,
without a drong paitern, the evauation was unable to meke findings  The findings were
andyzed and the mogst important issues developed into recommendations. The evauation then
presented the pros and cons for each recommendation and described dternative approaches. The
recommendations are specific as b what can be done over the next 10 months (to the end of the
project period) and what might be consdered for future agribusiness programs and for USAID’s
SO-5 --- Growth of Agribusness and Smdl Business.

2. AGRICULTURE, AGRIBUSINESSAND THE ATDP || PROGRAM

THE TRANSFORMATION OF BANGLADESH'SAGRICULTURAL SECTOR
Agriculture Production

Some 30 to 35 years ago Bangladesh's agriculture sector was in disma shape.  In most years the
country was in food deficit by 10 percent and in a bad year by 20 percent or more. In spite of
donor and government efforts agricultura productivity was not increesng.  With 70 million
people and a population growth rate of 2.7 percent, the future looked blesk since there clearly
was not enough land to feed the people. Massve U.S. PL 480 food ad was dl that was
preventing disaster.

Now it is hard to find anyone who remembers the dire predictions of disaster. The population
has doubled, the land area has not increased but farmers are much more productive, and the
country is nearly food sdf-sufficient. Much of the change in agricultura productivity took place
in jus the lat 16 years.  The big change was the diminaion of most of the government's
agriculture sector controls and regulations and privatization of inputs and trade in key inputs
such as fetilizer. Taking advantage of years of agriculturd research and technology trandfer,
farmers responded to price incentives by improving their technology, equipment and inputs.
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Liberdization of agriculturd machinery imports (diesd engines and power tillers) darted in
1989. By 1990 regulatory obstacles to the introduction of new crop varieties had been removed
for dl but five crops (rice, whest, potatoes, jute and sugar cane). These policy changes propelled
the transformation of Bangladeshi agriculture. Now, in 2005, the mgority of land preparaion is
by power tiller --- in contragt, in 1989 one could travel for days throughout rurd Bangladesh and
not see one power tiller. Similarly oxcarts have become lare. Bangladesh has extensve surface
water and groundwater can be pumped from shalow tubewells throughout most of the country.
Irrigation by shdlow tubewells has continued to expand (at about 8 percent a year from 1995
2002), with many farmers choosng smdler portable diesd engines (4 horsepower), and lay-flat
hose dlowing efficient water ddivery to specific plots.

Removing government redriction on the introduction of new vegetable seeds dlowed more
vaiety as wdl as longer seasons for fresh vegetables in markets throughout the country. In
recent years, the introduction of maze hybrids from Thaland and India have increesed maize
production (maize hybrid seed sdes reportedly doubled from 2003-2004). Farmers recognize
that maize yidds higher returns than wheat, and production seems poised for a rapid expanson
to serve the growing demand for poultry feed.

Contrary to the widespread perception, agriculturd production in Bangladesh is arguably less
condrained by land than in many other Asan countries. The ratio of arable land to population
compares favorably to Korea, China, Tawan and Java. Moreover, weather alows most land to
be famed throughout the year, by using well-controlled irrigation through smal privady-owned
pumps lifting ground or surface water. With controlled water application, crop yields have
increased dramaticaly, and new crops are being planted. Neverthdess, sgnificant opportunities
exig to boost production and incomes --- yields of mgor crops remain lower h Bangladesh than
in other land-short Adan countries, and cropping intendties are bedow what could be attained
with more crop diversfication.

Markets

The dze and growth of the market for agribusness products may be roughly estimated from
avalable data on exports, imports, and GDP. Retall and export vaue of al agricultura goods
may be estimated a roughly 50 percent of GDP (see Table 1). Setting asde home consumption
of agricultura goods (estimated a less than hdf of agriculturd vaue added), agribusness sdes
(the value of marketed agriculturd products at retail and export level) are roughly 40 percent of
GDP.

From these caculations, exports account for roughly 5 percent of agribusness sdes. Hence,
most agribusiness sdes are to domestic markets, including a range from less processed products
for local markets to more highly processed products for urban and nationd markets. Agricultura
imports — demondrating the potentid for import subditution — are equivalent to approximately 8
percent of agribusiness saes.

Domestic demand is growing rapidly, based on overadl economic growth (Bangladesh's annud
economic growth in congtant prices averaged 5.3 percent during 1996/7-2002/3), urban growth,
and changes in tastes and agricultura technology. Recent expanson of the poultry industry, with
output increesing 10-15 percent a year reflects what is occurring and what is possible for a wide
range of agribusness products for domestic markets, including fresh fruits and vegetables, fish,
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and processed products. With increased urbanization as wel as some changes in agriculturd
technology (such as more efficient poultry production), larger agribusness firms are taking a
larger share of agriculture processng and marketing, paticulaly for urban markets. With
backward linkages, rapid increases in demand for poultry and fish cascade into increased demand
for maize and soybeans for poultry and fish feed and, high gluten flour for baked goods, etc. On
the other hand, growth of demand for rice and other traditiond staples are more closdy tied to
population growth at about two percent a yesr.

TABLE 1
Agriculture in the Economy
Item Year(s) % of GDP | Source
Exports 2000/1-2002/3 |13.3-15.4 | Statistical Pocketbook, p 203
Imports 2000/1-2002/3 |18.8-21.5 | Statistical Pocketbook, p 203
Agriculturd exports 2000/1 ~2%" Estimated from total exports
Agriculturd imports 2000/1 ~3%° Egtimated from total imports
Vaueadded in 2000/1-2002/3 | 23.5-25 Statistical Pocketbook, p 286.
agriculture
Retail and export value | Current ~50% Edtimated from vaue added
of ag_jri culturd g_;oods in ag_;riculture3
The Future

While policy changes dlowing private introduction of new technology have been key to the
trandformation of Bangladesh's agriculturd sector, there is room for more such changes to
support further development. The government clearly has a role in research and development and
protecting hedlth and the environment. But, there is little need for the government to tell farmers
what is in ther best interest and which crops, technologies and inputs they should use.  Success
0 fa has resulted from decisons made by millions of smdl famers who are willing to try new
goproaches.  Continuing government regulations limits the introduction of some production
technologies, including for example, semen straws that could boost dairy and beef production,
new varieties of potatoes and wheat, and new hybrid rice varieties.

ATDP | took place over 1996 to 2000 and laid the groundwork for ATDP Il. ATDP | promoted
market-friendly government policies, improved maket and business information, encouraged
bank lending to agribusnesses and provided maket and technology information to
entrepreneurs. ATDP | worked not only with agribusness product sectors but aso to
disseminate improved inputs and technology. It has been characterized as mainly a production
oriented gpproach that used improved fertilizer and seeds to generate an increase in output and

1 Exports of shrimp, tea, leather, jute and jute goods, spices, and hides account for roughly 15 percent of total exports (Statistical
Pocketbook, p 266).

2 |mports of animals and animal products, vegetable products, animal and vegetable fats and oils, and prepared foods account for
roughly 17% of imports (Statistical Pocketbook, p 267).

% The final (retail and export) market value of agricultural goods includes — along with value added in agriculture — the cost of
agricultural inputs plus transport, processing, and marketing of agricultural goods. Services account for roughly half of GDP;
these include transport and marketing. Industrial value added is roughly 27% of GDP; this includes, inter aia, production of
agricultural inputs and agricultural processing.

An Evaluation of the Bangladesh 4 March 2, 2005
Agro-based I ndustries and Technology
Development Project (ATDP 11)



Development Associates, Inc.

incomes. More than 250,000 farmers adopted improved technology and more than 50,000 new
jobs were created.

ATDP | expanded USAID long-term efforts to promote more productive agricultural technology.
Whereas previous USAID efforts to promote technology change in agriculture had focused on
public sector research and extensons, ATDP | assgsted private companies to identify and
introduce new input-embodied technologies. It promoted private technology in a number of sub-
sectors:

Seed: new varieties and hybrids for vegetables, maize, and other crops.

Fertilizer: ureasuper granules and blended fertilizer.

Agro-machinery:  power tillers, threshers, sprayers, corn shdlers, urea briquette
meachines, straw choppers and hydro tillers.

Horticulture:  propagation of high vaue fruits, hormone trestment, fruit and forestry
nurseries and summer tomatoes.

Livestock: baanced feeding, non-traditiond feed, fodder production, improved
sanitation, selective breeding, beef fattening and bio-security.

Poultry:  rearing exotic broilers and layers, confinement and daff feeding, baanced
feeding, improved parent stock, improved hatchery, rearing day-old chicks and improved
sanitation.

Agro-processing:  juice, paste, jam, jelly, ketchup, pickles, marmaade, pasteurization,
baking, potato chips, shrimp processing and squash.

Fishery: hatchery, improved brood stocks and fry qudity, fry management, polyculture
and paddy-fish culture

Shrimp:  hatchery and freshwater and marine shrimp culture

Direct ad to individud firms was a relaive minor pat of the project.  Firms and individuas
who recelved assstance did not have to co-finance a portion of the costs of ATDP's services.

ATDP | has been praised for successfully promoting improved technology and inputs to increase
agribusness output. It has aso been criticized for focusng too much atention on fertilizer,
concentrating too many daff in Dhaka and putting an over-emphass on technology rather than
other components needed for agribusiness success.

ATDP 11 built on the success of ATDP | but shifted its emphasis to agribusiness support. In
contrast to the emphasis on inputs (fertilizer and seed) and technology, the objective of ATDP Il
is much broader --- to promote the growth of private sector agribusinesses that can compete in an
open and competitive environment. It encourages increased agribusiness sales, exports and job
creation through improved technology and business support services for both the domestic and
export markets. In comparing ATDP Il with ATDP | the project identified these differences:

The ATDP 1 focusis on agriculture processing, not agricultural production.

Concentrate on food qudity improvement, not on increasing food quantity.

ATDPII is concerned with grain dryers not single super phosphate fertilizer technology.

Review qudity control labs in bakeries to determine gluten and protein vaues rather than

introducing new varieties of whest.
Focus on new horticulture preservation technologies, not the introduction of new potato
vaieties.
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Discuss the emerging blue revolution versus past green revolution.
Doing business plan analyses versus macroeconomic analyses.

ATDP Il covers the 5-year period 2001 to 2005 and focuses on five agribusiness sub-sectors:
aguaculture, poultry, dairy and livestock, grains and horticulture.  Agribusiness interventions in
the five sub-sectors include new product development, marketing linkages to locd and export
markets, materid sourcing, production and processng, qudity improvements, integration of
information  technology, qudity control enhancements, human resource development and
associdion development and drengthening.  In addition to the five sub-sectors, the project has
cross-cutting activities  policy reform, market research, export promotion, agribusness MBA
program, business plan competitions and Krishi Quest, an agribusiness data base and search
engine. The project has focused congderable efforts on product quality and reputation, including
steps toward introduction of a Bangladesh Shrimp Sed of Quadlity (SSOQ). It dso established an
initiative to demonstrate improved shrimp production technology to farmers.

As of September 30, 2004 it had provided business services to over 300 clients and hundreds of
farmers and farmer groups. The project has three results-targets that are to be achieved by the
end of 2005 $154 million in domestic sales, a $59 million increase in exports and an increase of
85,000 jobs. As of September 30, 2004 the project had achieved 71 percent of the domestic sales
target, 70 percent of export saes and 95 percent of the jobs target. With one year to go the jobs
target will be reached and the other targets may aso be achieved.

3. PROJECT RESULTS, EFFECTIVENESS, EFFICIENCY AND
SUSTAINABILITY

As noted in section two above, the project is on track to reach its overall targets for increasesin
domedtic sdes, exports and jobs. The project is deding with five agribusiness sub-sectors and
severd support activities --- results are better in some and lag in others. Listed below is a brief
synopsis of evduaion findings for eech sub-sector. More detailed information is contained in
Appendix 1.

Poultry is the most successful sub-sector with domestic consumption rising over 10 percent
a year and future prospects strong. ATDP Il worked with 3 associations and 18 poultry
busnesses on feed, mills, hatcheries and fams. Based on the evduation sample survey, the
firms have put in place technicaly sound programs, they are careful with the hedth and feeding
of ther birds and processng and marketing are both sound. Severd firms have developed
forward and backward linkages into contract farming, feed, day-old chicks and marketing while
others have branched out into other agribusiness fidds. The firms are producing a qudity
product for a domestic market that has risng incomes and srong demand for poultry and eggs.
The firms are financidly drong and their operations are sudtainable after ATDP Il assstance
ends.

For fin fish and fresh water shrimp, ATDP Il generated large job growth (64,000), strong
domestic sales growth ($18.7 million) and increased exports ($7 million). The sector has been
growing rapidly for many years to meet drong domestic demand. Freshwater (golda) shrimp
production is increesing throughout the country, with some assstance from project dients, for
example, a dlient in Bogra began to produce golda shrimp larva in early 2005. In addition,
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ATDP cdlients have increased non-traditiona exports (fins, bladders, bones). The project worked
with 11 busnesses and 8 associations. It concentrated on increasing production with some
atention to processng, trangportation and marketing.  In generd, the marketing chain in
Bangladesh is week, with fish and shrimp often not refrigerated (in a very hot climate) and
trangported in unsanitary baskets, harming product quality. Some sun-dried fish have pegticide
resdue, a problem which the project has addressed with advice to adopt improved technology to
dry without pedticides. Qudlity fish food and qudity fish and shrimp fry are often not available.
The project has called attention to the problem of in-breeding in hatcheries.

For <altwater (bagda) shrimp. the project emphasized the introduction of production
technology to manage white spot syndrome virus (WSSV) and improvements in industry and
product standards. The project has worked with 77 clients, hundreds of famers and farmer
committees, 3 associdtions, and a foundation. Bangladesh saltwater shrimp production per
hectare is dgnificantly lower than in India and Thaland. Project assstance introduced virus free
lava and improved pond management. It ams to narrow productivity differentids between
Bangladesh and other regiond countries.

Introduction of PCR tests and procedures to produce virus free larva appear to be sustainable.

When tests are commercialy available we expect that haichery owners will be willing to pay the
full cost of tests and will be able to recoup those costs when they sdl the larva.  Introduction of
pond management practices and improved feed may be sudainable after the third year of
demondtrations in 2005, but severa more years of demondtration could acceerate uptake and
ensure sugtainability.

Project efforts to improve shrimp qudity began with training and the Hazard Andysis a Criticd
Control Point (HACCP) program. Donors, processors, and importers have cooperated in this
program since 1998. Starting in 2002 the project concentrated its efforts on the Shrimp Sed of
Quaity (SSOQ), which includes not only production standards but adso <standards for
environmentd sustainability, human rights and far labor sandards. The evauation team heard
accounts of continuing difficulties with shrimp exports, induding rgection of some shipments
reaching U.S. ports in December 2004. Many in the industry noted that Bangladesh shrimp has a
bad internationd reputation and sdls a a discount to shrimp from other countries.  However,
without data to compare rates of rgection for Bangladesh shrimp and shrimp exported by other
countriesit is hard to compare Bangladesh shrimp export problems to those of other countries.

There is wide agreement about the importance of ensuring qudity and the need to develop
standards for other products---but less agreement on how best to do it. In this case,
implementation of the Shrimp Sed of Qudity has not gone smoothly, despite initid high-leve
politicd support. A meeting chaired by the Prime Minister on April 24, 2003 endorsed the
Shrimp Sed of Qudlity, and in May 2003 a government Committee on the Sed of Qudity was
edtablished, chaired by the Ministry of Commerce. Despite this political support, the commercia
viability of the concept is questionable. The Sed has not yet been used, and there is a lack of
support for the program among key stakeholders. Shrimp processors and exporters have their
own reationships with buyers and question the need for the Sed of Qudity. The Government
Department of Fisheries has not been a supporter of the SSOQ concept.

The development of the SSOQ concept has stimulated much debate and shed light on many
issues.  Involvement of many parties in the debate --- and some different messages from ATDP
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Il gaff over time --- has led to multiple views of what SSOQ means or might mean. Currently
the project describes SSOQ as a voluntary certification to be offered by a private organization
that is independent of the indudtry (the nature of that organization is not clear). The Minidry of
Commerce, SSOQ Committee, is currently reviewing the lig of criteria to be certified
(tracesbility of shrimp from point of origin through processing, product qudity, environmentd
impact and labor conditions). Some of the criteria proposed for SSOQ repeat what is required
for entry of drimp into the EU and US, while other criteria such as tracesbility, labor, and
environrment go beyond what importing countries or buyers require. The vaue to importers of
the SSOQ label is not a al clear. Hence, in the near future it is unlikdy that SSOQ certification
will be sudainable as a private sarvice --- to certify processors who are willing to pay for
optiona and voluntary SSOQ certification. On the other hand, support from the Minigtry of
Commerce may sustain the SSOQ name as wdl as discusson about what it might mean and how
it might be applied.

Dairy and livestock are the smallest of ATDP’s focus areas with only three clients; two had
mixed performance and one has been successful. Livestock and dairy have limited potentia
due to poor qudity catle and lack of improved feed technologies. The government has not
dlowed the import of high qudity semen for atificid insemination, which makes it extremdy
difficult to improve productivity --- average per cow milk production is subgtantidly below rates
in other developing countries.  Faced with domedtic qudity and quantity problems, larger
processing firms rely on imported milk powder. The financid sudanability of project clients is
low. As a result, ATDP Il decided to provide only limited support to this sub-sector. Given very
low productivity, the biggest impact on incomes and wefare may be expected from a future
focus on production issues, including feed and genetics dong with efforts to reform government
policies.

Horticulture (fruits, vegetables and spices) has been a successful project area. ATDP Il
worked with 13 businesses and 4 associdions generating $7.3 million of export sdes, (more
exports than in any other project sector) dong with $16 million of domestic sdes and 1900 new
jobs.  Processed horticulture products have been limited in the export market but are important in
the domestic market. The project has asssted severd clients to enter new domestic and export
markets. The entry of large firms, with money, marketing ability, and commitment to qudity is a
good indicator of possible future sector growth

The project emphasized airfreight exports and processng but aso included efforts to improve
production. With moderate temperatures throughout the year and new technology, fresh fruits
and vegetables have great potentid for domestic markets, but export markets face other
condraints. For decades Bangladesh has exported fresh fruits and vegetables to expatriate
Bangladeshis in the Middle East and Europe by ar freight. The project worked with severd
clients to bresk out of ethnic markets. For example, the project asssed BRAC to achieve
EUREGAP catification --- including tracegbility to fams with approved pest management
practices --- which is required for fresh vegetables and fruit exports to mgor EU buyers. Lack of
arfreight capacity places a serious limitation on fresh vegetable and fruit exports. The project
joined long-term efforts to overcome limits on arfreight capacity; whether these can be
overcome without massive subsidies or administrative controlsis unclear.

For grains ATDP Il has provided business development services to a variety of enterprises,
including assgance for maze traders to edtablish contract growers, advice to identify
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gopropriate maize drying equipment, advice to bakeries on which equipment to buy and to
introduce new products and training on wheat and flour qudity. The project has dso assged in
the establishment of the Maize Association of Bangladesh (MAB).

Companies are able to access mogt of the technology they need for maize and wheat processng
and product packaging through locd and foreign companies sdling machinery. Market patterns
for these products are wel edablished in regiond countries, so that market information is
avalable. Large companies introducing new retall products may go to market research firms
dready avalable in the private sector. Expanson of bakeries and maize drying and processing
creste opportunities for backward linkages to expanded farm production of high-gluten wheet
and maizee While maize production has increased dgnificantly, notably in the current yesr,
domedtic production of high gluten wheet is not possble with wheat varieties currently available
in Bangladesh.

OTHER PROJECT ACTIVITIES

Government of Bangladesh policy reforms have boosted agriculture and agribusiness
productivity and output. But it wasn't dways that way. Twenty five years ago the government
had an daborate set of regulations, quotas, rules and procedures designed to guide development
and to protect the smal famer. But the opposite was the case. Agriculture production was
growing dowly and new technology and innovations were not being adopted. Starting in the
mid-1980s a series of mgor reforms established a market economy with farmers deciding what
to grow and how to grow it. The private sector was eager to provide new seeds, fertilizer,
tubewdls, pumps and other equipment and technology.

As of September 30, 2004 ADTP |1 reports progress on 13 policy issues (againgt a target of 30
policy issues lisged on page 30 of the ATDP Il project contract). The project has identified some
important issues such as government regulations blocking private import of semen draws for
dary atificid inseminaion. However, the project's lig of policy issues dso incdudes some
activities which are better classfied not as policies, but as support for associations (for example
establishing the Bangladesh Shrimp Foundation). The project has not recognized and addressed
some regulaiory bariers to agribusness development, including for example, government
controls on the varieties of potatoes alowed for seed import and hence production.  This not only
blocks farm production, but aso potato processng for french-fries and other products that
depend on unlisted and hence illegdl varieties.

The project contract (page 18) envisoned “condraint anayses and basdine studies’ to identify
issues  An early project initiative followed this design, reviewing congtraints to dairy production
and identifying government regulations that were srious obstacles.  However, this systemdtic
gpproach has been the exception. For the most part, the project appears to have identified policy
issues on the bass of client complaints. The project has chdlenged dectricity rates for some
agribusness but has not examined other price and tax issues. One feature that has been weak in
the area of policy advocacy is systematic analyses and publications.

Policy advocacy very often requires mobilizetion of multiple parties over a sustained period.
Very often, advocacy initidly fals but others will repeat the request until success is achieved.
For advocecy to continue, well researched and andyticdly sound publicly avalable postion
papers are crucid. Along this line, recent project-organized workshops to discuss fish feed and

An Evaluation of the Bangladesh 9 March 2, 2005
Agro-based I ndustries and Technology
Development Project (ATDP 11)



Development Associates, Inc.

fish fry have led to recommendations for new laws to address qudity problems. When public
discussions and publications support recommended policies, successis more likely.

Project documents present “quadity” as a policy issue. This is an important policy issue, not only
for exports, but aso for domestic markets. In this area aso, project documents provide
inadequate assessment of the scde of the problem and of optiond solutions. There are a range of
options to promote qudity, including private testing (without certification), competition to weed
out low qudity producers, private cetification, and possbly others. The importance of
traceability (from individua farm, to trader, to processor, to find sde) is assarted, but there is
limited information available in project documents to show the scae of market demand for
traceability now or expected in the future. Furthermore, the costs to achieve traceability are not
congdered; these costs may be a bigger problem in Bangladesh with its millions of amdl famers
than in countries such as Zambia and Kenya with much more unequa land ownership patterns. It
is, therefore, not clear that Bangladesh should be leading efforts to introduce tracesbility. These
are questions where andysis could put project activities on amore solid footing.

Market Research and Export Promotion

The project promoted domestic and international market development through sub-sector studies
(e.g., the market for processed chicken products), tours, and product presentations to relevant
trade fairs. Export promotion has been an important focus of project activities. An anticipated
additiona $1 million in USAID support for export promotion has not materialized.

As previoudy noted, the project has an explicit target for export promotion, and appears to be
within easy reach of the target. The project’'s impact on exports for most products has been
estimated from clients reported exports, consdering the increase in exports from the base year.
For shrimp, the project’s impact on exports has been estimated from the number of virus free
larva produced. For example, in 2004 the project asssted hatcheries to produce over 500 million
virus free larva (of which less than 900,000 were stocked in demongtration ponds). The project
observed a 74 percent survivd rate of virus free larva in demondration ponds. From this, the
project estimated the surviva of virus free larva in nonproject ponds at 33 percent (less than half
the survivd rate in demondration ponds), so that surviving virus free larva accounted for 172
million shrimp exports worth $26 million.

This method to caculate impact on production and exports is comparable to the method
commonly used to estimate the impact of improved varieties or fertilizer gpplication on rice yied
— multiplying impact per hectare by number of hectares with improved technology. While these
cdculations ret on some shaky ground, the inability to convincingly demondrate export impact
within a year or two should not obscure the tremendous potentid impact of this program, which
eadly runs into the hundreds of millions of dollars over the next 510 years.  Recent information
suggests lower shrimp export revenue due to changes in world markets. Such fluctuations should
not obstruct the long-term view.

The Government of Bangladesh s&t up a $20 million, locad currency equivaent, Agribusiness
Credit Fund to support project efforts to adopt new technology and to increase agribusiness
invesment. Money for the Fund was generated from USAID financed fertilizer imports.  When
the loans are repaid, the funds are recycled and reused again. Interest earnings (gpproximeately
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$1 million a year) are used by ATDP Il for training and technica assigance. The interest
represents a Government contribution to the project.

An improvement under ADTP Il is the use of private commercid banks (rather than government-
owned banks) to make working capital and 1-3 year term loans to agribusinesses. Some 200
enterprises were assisted and 3,000 new jobs were created. Out of the 200 borrowers 25
received 83 percent of the funds. The largest loans were $1 to $3 million. Teling banks which
sectors should receive loans is difficult to enforce since there are dways ways to get around the
regrictions. It would be more useful to examine impediments and problems that restrict capitd
from flowing to its mogt effective use. It might aso be useful to tran commercid banks to better
understand agribusiness production and business plans so as to better assess agribusiness loan
requests.

If agribusiness programs are to succeed, the private sector needs more skilled managers ---
but few managers know modern management approaches and how to apply them to agribusiness.
The project worked with the American Internaiond Universty of Bangladesh and the Universty
of Wisconsn to start an agribusiness Magters of Busness Adminigration (MBA) program.  The
firde MBA graduates will gart ther agribusness careers in 2005 and in a few years it will be
possible to judge the program. At this point it looks like a well designed MBA. While the MBA
program is good it does not fit neatly with ATDP's approach of supporting technology, business
services and agribusiness support inditutions. It dso requires $60,000 a year in support from
USAID. Since ATDP Il only has 10 more months to run, it does not make sense to have a mgor
review and possble change in USAID support now. When future agribusiness programs are
designed the role of MBA support needs to be carefully examined, to make sure it fits within the
project design.

4. EVALUATION OF PROJECT DESIGN AND IMPLEMENTATION
APPROACH

The mgor design features of the project are inherent in the initid budget. The project contract
dlocaed hdf of the totd budget to “promotion of enterprise development,” or agribusness
savices to individud companies, 30 percent to “supporting inditutiond development” including
agribusiness associations and financid intermediaries, and 20 percent to “promotion of policy,
legd and regulatory improvements” The didribution of project funds and effort puts about half
of the effort on busness sarvices to individua companies, and hdf for collective services
(including policy). This project design — baancing services to individud firms with collective
savices — provided an opportunity to demondrate the feashility of commercid business
development services to companies, aswell as providing collective services.,

The project emphaszed business development sarvices including training, tours, technica
assstance, business development plans, etc, offered on a cost-sharing basis. Introduction of cost
sharing has been an important improvement on what was done in ATDP | as wel as in other
paradlel project such as recent World Bank projects implemented through the Hortex foundation.
Asking clients to pay something for the services they receive winnows requests to those that are
gopreciated, which reduces waste of project resources. The project initidly identified and
approached prospective clients, subsequently, some companies hearing of the project’s work
approached the project. The project asks each prospective client to submit an application, and
when and if approved negotiates an agreement.
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The second project emphasis has been to encourage the development of agribusiness support
indtitutions, primarily business associations. The project has worked with existing associations to
arange training and tours and to consder sdected policy issues. In addition, the project has
assisted the development of new associations, including for example the Maize Association of
Bangladesh, the Bangladesh Shrimp Foundation (this is not an association, but is intended to
work with and support the indudry), the Bangladesh Shrimp Deveopment Alliance, and the
Bangladesh Poultry Industry Coordination Committee. The project’s support for an agribusiness
MBA program was not anticipated in the project design but might fit within the generd category
of “supporting indtitutional development.”

The project has arguably paid less atention to policy and regulatory matters than was anticipated
in the project design. Overdl, the project appears to have committed less than half of total effort
to collective services — assstance to agribusiness support institutions and policy.

The project's support for introduction of improved shrimp production technology was not
anticipated, but responded to a felt need. Project support to introduce improved shrimp
production technology to farmers (through a demondration program) could be considered
agribusness support if one condders dhrimp famers as agribusnesses (the project classfies
famers as clients); however, farm-level extenson and demondration programs are arguably not
in the origind project design. Project support to introduce a PCR-testing laboratory could be
seen as inditutional support for agribusnesses (hatcheries). Similarly, the proposed Shrimp Sed
of Qudity may be condgdered inditutiond deveopment to provide agribusness services,
however, the processors who might buy certification services show little enthusasm for the

proposed facility.
5. RECOMMENDATIONS FOR AN AGRIBUSINESS STRATEGIC APPROACH
SUMMARY

ATDP Il emphasized busness sarvices to support agribusiness production and  export
devdopment. By concentrating at the firm leve, problems were identified, solutions devised and
results achieved.  This approach was able to zero in on key problems facing a firm, and then
develop solutions. By requiring firms to bear part of the cost of assstance through cost-sharing,
it helped assure that the firms were serious about adopting new gpproaches.  While the benefits
are important for each firm that gets support, only some 300 firms and severd hundred farmers
recalved assgtance. It is a “retal” gpproach that can only have a limited impact in a country
with 240 million peopleand  severa  hundred thousand agribusiness entities Agribusiness
faces a number of market impediments, distortions and market failures. In addition, government
regulatory controls make it difficult to increase production for some products. In the future it
might be reasonable to concentrate on those problems rather than dealing with problems at the
firm levd. While the World Bank and the Adan Development Bank are deding with high-leve
macro policy issues, USAID could focus on an industry or sub-sector niche with anayss and
research. It could work to support ingitutions that service agribusiness such as commodity and
trade associations, private sector business sarvice firms, private tesing laboratories and findly
efforts to identify solutions to infradtructure problems and needed government policy and
regulatory reforms.
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There are severd ways to promote agribusiness development.  For the sake of convenience, they
can be grouped into three categories.

1. I nputs and Technology

Growers need improved inputs (seeds, fertilizer and water) and better knowledge (information
and technology) on how, when and where to use the inputs. Processors need to learn how to
reduce costs and improve the qudity of their products.  This is the production side of producing
more and better products. It requires education of farmers and processors on the use of inputs
and new production and manufecturing techniques to maximize output while minimizing cods
This was the ATDP | approach during 1996-2000. It produced tangible results --- more output
and better products ddivered to more markets. Since nothing stands ill, there is a continuing
need to keep improving inputs and technology.

2. Business Services

After production, farm products move through markets and processng, where busnesses are
chdlenged to improve production efficiency and product qudity to better meet consumer and
export demands. This usudly includes busness plans that ded with market information, market
research, improved financid management and accounting systems, qudity control, improved
tools and equipment, and better packaging and product desgn. ATDP Il followed the business
sarvices gpproach and had great success with a wide range of firms in severd sub-sectors. This
is a problem-solving approach that asks --- what problems does a firm face --- and then what can
be done to solve the problems.

3. Business Environment

While this is the third category, it does not have to sequentidly follow the other two categories,
and can contribute to both. It is usudly implemented in pat during the production push of
category 1 or in conjunction with the business services of category 2.  This gpproach examines
public policy and services to identify drategic problems and critical condraints that affect many
firmsin one or more sub-sectors.

It requires research and andysis to identify the depth of a problem and the costs and benefits of
various solutions.  Then there is a need to organize farmers, business groups and NGOs for
advocacy and promotion to change government policies and regulaions and to improve public
sarvices, markets, infrastructure and credit.  While category 2 solves specific problems of a
group of farmers and firms, category 3 works to improve the overal environment that affects one
or more sub-sectors and many producers and processors throughout the country.

OPTIONSFOR THE FUTURE
1. Build on Success

ADTP | assged the expanson of agriculturad and agribusness production, and ADTP I
provided essentid business services. Why not continue the business services to secure the gans
made over the last four years?  This agpproach would cover shrimp, poultry, fin fish and
horticulture.
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The aquaculture sector in Bangladesh has naturd advantages. A fish or shrimp pond can
generate net income many times grester than if the land had been producing rice.  Bangladesh
has the necessary land and water resources and there is a large export market. Asde from
increases in export volume, tremendous gains in export revenue are possble with vaue addition
(such as better retail packaging according to brand-name buyers). Exports of sdtwater (bagda)
and freshwater (golda) shrimp could reasonably increase from the current $300,000 to $1 hillion
or more within a decade.  But there are obstacles to overcome; specifically, yields are far below
wha has been achieved in neighboring countries.  White spot syndrome virus among bagda
shrimp is a continuing problem which famers in Bangladesh have managed less successfully
than farmers in neighboring countries. Export qudity has been a concern which exporters,
importers, and donors have addressed through HACCP and other arrangements. Other issues
such as labor and environment are emerging; optimal or required responses are not yet clear.

Poultry production has increased repidly generating repid growth in sales and jobs. Domegtic
chicken consumption has increased 10-15 percent annualy during the past severa years and
growth will likdy continue drong into the future as locd income and dandards of living
increase.  Poultry is a strong sub-sector.  Bangladesh lacks enough domestic maize production to
meet poultry needs, requiring imports, but domestic production is starting to increase.

Fresh water fish production has great potentid for domestic consumption and there are export
markets for golda (freshwater) shrimp, fish organs to the Far East, and possbly other products
such as tilgpia filets  Problems with hatchery in-breeding, feed development, and transport and
processing need further work.

Horticulture production, of both fresh and processed products such as dried spices, canned
fruit, jellies, frozen vegetables, etc. have grown rapidly. While the domestic market is growing,
there is a good potentid for export growth as long as qudity standards are maintained and niche
markets are identified. Pesticide resdues need attention in domestic markets. Since there are
limits on arfreight exports which may be difficult to solve, more emphass may be needed on
exports shipped through segports or overland to India.

2. Business Environment

ATDP Il successfully helped a number of firms and farmers. But that gpproach can only reach a
amal percentage of the farms and firms in the country.  The question is how do you improve the
prospects throughout the country? While the country is saturated with NGOs, few are interested
in business development services 0 NGOs may not be appropriate.  Even though many business
asociaions tend to be politicized and sdf-sarving, it might be possble to support the
development of service oriented business associations. It might be most useful to support for-
profit busness sarvices firms and a project focus on the policy and macro problems facing
exporters.  Looking a the business climate, there are a number of problems that if solved, could
greatly accederate agribusness development. These problems dso affect many other parts of the
economy. The following are illudrative examples of the types of issues that could be addressed
in a future USAID busness environment program; further andysis could develop even more
examples:
» Middle-income countries and many low-income countries have private firms that provide
fee-based business services, smilar to some of the services provided by ADTP II. Efforts
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need to be launched to encourage the development of service firms, testing laboratories
and qudity cetification program in Bangladesh. They should idedly be in the privae
sector but an dternative might be to house them in business associations.

» For agribusiness firms, access to private testing services is often necessary to ensure that
inputs or outputs meet standards for markets or processng. There are, reportedly, no
current pesticide residue limits for products in domestic markets, and there is little or no
private testing for pedticide or antibiotic resdues, where these are essentid to ensure
safety and acceptability of products. Better access to private testing facilities reduces risk
associated with investmentsin agri-trade and processing.

» Policy andyss could be launched on centrd government and locd regulations tha
impede production and trade dong with a smilar andyss of sub-sector government
impediments. Research efforts on the economic costs of the controls and the benefits of
liberalization could be presented to the government.

» Industry associations need to be mobilized to solve common industry problems and to
identify restrictive government controls and lobby for change.

» Before going internationd, start in the neighborhood. ATDP Il has dready Started the
process by participating in the Duba trade show. Regiond markets (eg., Gulf States,
Singapore, and India) have growing incomes and a demand for processed agriculturd
products. Starting with a market analyss of demand and quality standards, new products
and new markets could be devel oped for Bangladesh exports.

» Twenty years ago a lack of bridges and good roads harmed domestic trade and export
growth. The roads and bridges have been improved and domestic commerce has
expanded. But exports gtill suffer. Bangladesh lacks a deep water port. Exports leave on
andl ships and are trans-shipped to bigger vessdls in other countries for export to Europe
or the U.S. Container yards are needed in Dhaka, the efficiency of rail transport needs to
improve and the long delays a Chittagong port need to improve. There is limited ar
cargo space for exports. If agribusness exports are to increase, these infrastructure
weaknesses must be improved. Recent efforts at Chittagong port to replace a 22-step
export clearance process (that often took severad weeks) with a one-stop process that
could be completed in a few hous demondrates that change is possble  Magor
infrastructure congruction projects are usudly funded by the multilaterd development
banks.

» A find concern is the lack of good governance. Bangladesh has the dubious digtinction
of being rated by Transparency Internationd as the second most corrupt country in the
world. Corruption is a large and uncertain “tax” on exporters. It reduces Bangladesh's
export competitiveness.
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6. FUTURE PROGRAM CHOICES

The previous section looked a choices USAID might consder for its long-term agribusiness
drategy. This section has a shorter time perspective and is specific to the ADTP agribusiness
sub-sectors. 1t summarizes key actions necessary, through the end of 2005 in each sub-sector
and for each activity sipported by ATDP Il. It aso provides suggested approaches for 2006 and
beyond for those ATDP |1 sub-sectors.

Poultry is probably the most successful ATDP Il program. There are a number of well
organized and savwvy firms production is wdl organized and market growth is strong. Through
the end 2005 some firms could benefit from marketing assstance and technical expertise on
gpecidized production problems. For 2006 and beyond the indudtry is clearly on a strong growth
path and that growth is sustaindble. The firms are commercidly viable and have the capabilities
needed to move forward. It is time for USAID to move on to other sub-sectors that have a
greater need for assistance.

More than a year ago an outbregk of the avian flu decimated the poultry industry in severd Adan
countries. It did not reach Bangladesh that time but it could next time. While a number of
measures are in place to prevent the import of diseased birds and to isolate chicken farms from
infections, more needs to be done. It would be useful to hep the industry and government
prepare for future crises. In the remaining months of ATDP I, the project could assst industry
leaders from the Bangladesh Poultry Industry Coordination Committee and relevant government
officids to tour severd regiond countries that have had outbresks, to tak with government
officids and industry leaders about their experiences. Vidts by experts from the U.S. and hdp
on contingency plans might aso be useful.

Saltwater and freshwater shrimp offer tremendous potentid gains in export revenue, but there
are problems. ATDP Il designed a good program which established a lab to ensure virus—ree
larva, demonstrated improved shrimp pond management to control WSSV and to increase yidds,
created associations to support industry development, and conceived and promoted a system for
ghrimp certification (SSOQ).  All of these initiatives, except for the last one, are successful. The
Minigtry of Livestock and Fisheries and most shrimp processors have opposed SSOQ. While
SSOQ has drawn attention to important issues such as qudity, environment, and labor, it has
somehow become an area of conflict and didtraction, not only for the project but dso for
processors and other stakeholders.  This conflict harms other components of ATDP II's shrimp
program. While it might be possible (as currently proposed by ATDP) to develop a voluntary and
private SSOQ certification service that processors will willingly buy to meet consumer demands,
dl indications are tha this will teke time, and may not be achievable according to current
desgns. Over the next 10 months it makes more sense to concentrate on the production side and
to shed responghility to manage and promote SSOQ. One option is to delegate SSOQ to a
private organization, which could be sub-contracted to carry out whatever SSOQ certification the
project intends in 2005 to demondrate the concept. This private and independent organization
would then be responsible to represent SSOQ to other stakeholders, and to work with them to
devedlop a commercidly viable service. With ddegation, the proect (and USAID) would no
longer be in the middie of debates about the role of SSOQ, and may have more options to
respond to continuing quality, labor, and environmenta concerns
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There is a continuing need to draw on avalable shrimp technologies from neighboring countries
aong with greater dissemination of improved inputs and technology. For 2006 and beyond there
is a need to carefully andyze options to address export qudity, private testing, environment, and
labor concerns, and to build consensus among al stakeholders. Only then would it be reasonable
to go forward. There should adso be andyss of ways to create greater value added through
packaging and Szing of shrimp and improvements in the way shrimp are collected and shipped
to the processing plants.

The fin-fish sector has been expanding for decades, replacing declining capture fisheries and
providing modest increases in overdl supplies of fish per cgpita Most production is located in
gndl private ponds, with minima processng and many smdl traders bringing fish to market.
We see a continuing need to improve hatchery management and fish feed qudity, which could
support increased pond productivity as well as some exports. Production per unit area continues
to be far bdow wha has been achieved in regiond countries. However, assstance with
production technology might well fit better in an aquaculture than in an agribusiness program.

Dairy and livestock are a low productivity sector and improvement has been dow. Poor genetic
quaity of cattle and qudity feed are the key problems. With these systemic problems, little can
be done to redlize higher productivity by the end of 2005. However, policy change — removing
regulatory obstacles to private semen import for dary cows — is possible in 2005 based on
andytica work to date. The project should develop its andysis on this issue into a paper that can
be published or will otherwise say in circulation for some time to promote policy change now or
later. Policy sudies to support regulatory changes could be included in a future USAID
program.  Efforts to improve feed production will be possble once there is a clear market
demand.

Horticulture demand from the domestic market is growing rapidly and increased exports should
be possible Economic and market andyses are required to identify the products on which
Bangladeshi farmers and producers could compete on the bads of internationa prices and
quaities in export markets. Similar studies on the domestic market would be useful.  If such
studies are low-cost and can be completed quickly they could be completed in 2005. Otherwise,
they should be postponed to see if the sector isa part of future USAID programs.

Grains face a number of inappropriate government policy and regulatory redtrictions on
imported seeds, the level of import protection and chegp donor grain imports. Backward linkages
from producers to farmers are not possble if farmers are not alowed to grow the type of whest
consumers want.  Smilarly, government controls on imported rice varieties and other seeds
reduce farmer options and productivity. These are thorny policy issues and might be best left to
the follow-on project.

Policy and regulatory problems ae a continuing difficulty affecting farmers, processors and
exporters.  In the remainder of the current project, building on goodwill with ministries and
members of parliament, some specific reforms may be possble. In a future project, a stronger
policy capability could srengthen advocacy for private agribusiness development, with atention
to crucid government taxes, regulaions, etc. However, a public policy perspective does not
adways coincide with the interests of individud busnesses or even indudries, hence this policy
perspective should consult with macroeconomigts in aid agencies active in Bangladesh, research
inditutes, universities, or minigries. Future work on policy reform should work through industry
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association. A future project may aso take on regulatory issues affecting production agriculture
as wdl as agribusness, these include, for example, continuing restrictions on imports of varieties
of seeds alowed for rice, wheat, and potatoes.

The Agribusiness Credit Fund provided $20 million in loans to 200 firms --- a rdaively smdl
number of borrowers. Over 80 percent of loan funds went to 12 percent of the borrowers who
were large firms. The fund represented roughly 1 percent of bank credit to the agricultura sector
and 0.1 percent of dl bank loans. While loans went for agribusiness borrowing, they did not
directly support ATDP Il programs or sub-sector objectives. It might be more effective if in the
future, USAID programs worked to identify market failures and government redrictions that
hinder capitd markets. USAID might dso want to provide technica assstance and training to
commercid banks so that they can better understand agribusiness production and business plans
S0 as to better assess requests for agribusiness|oans.

The Agribusness MBA program is traning some of the future managers and leaders of
agribusiness firms. The program design is sound. The use of expatriate professors, dong with
the traning of locad professors, and the eventud dimingtion of expatriate professors will help
assure sudtainability.  However, the program does not directly relate to the ATDP Il approach of
business services concentrating on key sub-sectors. It would make little sense to end the
program before the first class of MBAs graduate a the end of 2005. USAID needs to design its
future agribusness program. At tha point it should see if the new USAID program has a logicd
place for an MBA program.
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APPENDIX |
SECTOR AND PROGRAM ANALYSIS

A. POULTRY

In the past poultry was not an organized sector and individud household raised chicks without
proper care and preventive measures. The number of birds avaladle in the market was limited
and the number of eggs laid by birds was not more than 50 or 60 a year. Market demand was adso
vay limited --- so there was hardly any incentive to produce more or better quantity of chickens

or eggs.

The driver for the poultry indudtry in Bangladesh — as in many other countries — is that avallable
technology, genetics and feed are able to produce meat and eggs at prices far below prices from
traditional poultry production, and aso below prices for other meats. In Bangladesh, companies,
donor projects, and NGOs have been introducing poultry technology at least from the 1980s. But
with the steady increase in income and rapid urbanization the demand for higher qudity foods
has increased sharply; growing 10-15 percent a year. The Savar area in  Dhaka district became
the initid center of commercid poultry production in the country but it has now spread to other
aress like Chittagong, Khulna, Rangpur, Bogra and Mymensaingh. As an example of the intengty
of production, Kazi Farms, with its head office in Dhaka but operating a number of hatcheries in
other cities, produces one million broiler-chicks and 100,000 layer chicks per week.

1. PROGRAM DESCRIPTION, RESULTS, AND IMPACT

ATDP II's activities in poultry have included manly traning, oversees tours and busness
advice. The project has asssted with the introduction of better feed and bio-safety procedures to
reduce diseases. The project has aso worked to develop supporting poultry associations as well
as poultry companies.

2. EFFECTIVENESS, EFFICIENCY, AND SUSTAINABILITY

ATDP Il has provided advice and assistance to help companies expand their sdes and upgrade
ther technology. Since the indudry is growing 0 fast and has some large companies wdl-
connected to internationa partners, it is hard to determine how much of industry-wide growth is
related to ATDP Il activities, though the project has clearly helped a number of firms to improve
their quality and to expand production draméticaly.

The poultry industry, as a result of asssance from ATDP Il and others is growing repidly and is
highly successful. There is little judtification for concessona donor assgtance to this industry
gnce advice is now avalable through commercid channes. Some of the very large companies
have internationd partners and suppliers providing technology and business sarvices. Some of
the firms travel to India and other countries to learn about new equipment and processes or bring
consultants from other countries to Bangladesh
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3. PROJECT DESIGN AND IMPLEMENTATION APPROACH

The project’'s involvement with the poultry industry has focused on busness development
sarvices. Companies have pad a large share of the cost of ATDP's business development
sarvices, but it is not clear how much uncharged overhead should be considered.

4. FUTURE PROGRAM CHOICES

Participants in the poultry industry are very likely able to manage technology and business issues
on their own or with hep from private consultants. For example, the market for dressed chickens
could be assessed by a market survey. On the other hand, if there is some criss such as an
outbregk of avian influenza, a project that is linked to government and a mgor donor might be
able to help design and influence palicy.

B. AQUACULTURE

Along with marine fisheries, the large number of rivers, ponds, and flooded paddy fieds provide
an excdlent base for capture fisheries and aquaculture.  The fisheries sector contributes roughly
23 percent of agriculture GDP and 6 percent of totd GDP and employs 13 million people full-
time and 12 million part-time.

SALTWATER AND FRESHWATER SHRIMP

With only 2.8 percent of world shrimp exports (including 10% of the market for golda freshwater
drimp), Bangladesh is a minor player in internationad shrimp markets. Current shrimp  exports
(primarily bagda sdtwater shrimp and golda freshwater shrimp) of about $300 million per year
account for roughly 5 percent of totd Bangladesh exports, but for a larger share of domestic
vaue added in exports. The volume (value) of shrimp exports increased from 7.5 thousand tons
($40 miillion) in 1981 to 25 thousand tons ($210 million) in 1994, and to a reported 45 thousand
tons currently. Bangladesh shrimp exports have traditionaly been low vaue bulk exports (for
example, frozen in a 2 kg. block), but processors have been moving up the vaue chan by
investing in individua quick frozen equipment.

European Union concerns about food safety led to a ban on shrimp imports from Bangladesh
from July 1997 to February 1998. This led to mgor government, industry, and donor initiatives
to introduce better qudity control practices usng a “Hazard Anayss a Criticd Control Point”
(HACCP) program. Some problems with quaity have continued — for example, the US Food
and Drug Adminigration (FDA) rejected some shrimp shipments in December 2004.  Compared
to other exporters, Bangladesh has a bad reputation.  To put the problem in proper perspective it
would be useful to compare Bangladesh shrimp rejection rates to those of other exporting nations
--- but this evauation was unable to find hard data and heard conflicting information about the
seriousness of Bangladesh' s difficulties.

Shrimp production in Bangladesh is extensve, with average yields in the neighborhood of 200
kgs. per hectare (45 tons production from 200,000 hectares of ponds, of which 160,000 hectares
are for brackish water and 40,000 hectares for freshwater shrimp). In contrast, shrimp yieldsin
Thalland are 2 to 3 tons per hectare, and in India they are 1 to 2 tons per hectare. Shrimp farmers
in Bangladesh have not had access to technology avalable in neighboring countries for higher
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yidds (induding technology to manage the white spot syndrome virus [WSSV], which has
attacked Bangladesh bagda shrimp since 1995).

1. Program Description, Results, and I mpact

ATDP activities in the bagda shrimp sector include (& introduction of PCR (polymerase chan
reaction) DNA testing for WSSV to ensure virus-free larva, (b) demondration of improved
shrimp pond management to increase yidds, (€) export promotion, and (d) advocacy for a system
of shrimp certification to be managed by the shrimp industry.

(& ATDP established a PCR laboratory in Cox’'s Bazaar which began to test parent stock and
grimp lava for WSSV from early 2004. This laboratory is currently one of three PCR
tesding facilities avalable to the dhrimp industry; one laboratory is operaed by the
Depatment of Fisheries, and the third is owned by a private hatchery. Production of virus
free larva has expanded. ATDP has certified virus-free larva and monitored virus free
conditions on farms.

(b) In 2003, ATDP began to demondrate shrimp farming practices for increased production,
induding water and perimeter management to deday introduction of WSSV and use of
improved feed. With intendve practices — comparable to what has been practiced in
Thalland — demondrating farmers have achieved yields over 1 ton per hectare in one 4-
month production cycle.  In 2004, the project dso introduced less intensve pond
management practices that have dlowed farmers to harvest a totd of 750 kg per hectare
over a yedar, in three production cycles Crucid inputs for higher production include virus-
free shrimp larva and improved shrimp feed, which is so far not produced in-country, but is
available through import from countries like India

(0 Project assdance to shrimp processors includes aranging international  vidts to meet
potential customers, which has had some success.

(d) The project initidly addressed concerns about shrimp qudity by continuing ATDP I's
support for HACCP, through a variety of training activities. Additionaly, from late 2001,
ATDP Il discussed the introduction of a private certification program with representatives
from the shrimp industry, government, and donor community. Since late 2002, the project
has promoted private certification under the banner of the Bangladesh Shrimp Sed of
Quadlity (SSOQ). SSOQ is currently proposed as a private certification available for a fee for
processed shrimp as wel as for dl actors in the shrimp industry, including hatcheries and
farmers. The proposed certification is to assess not only product quaity and plant condition
(which are already required by mgor importing countries), but will dso examine labor
practices in processng facilities, tracesbility of shrimp to fams that meet specified
environmentd and labor conditions, and use of virus-free larva. The project has arranged
for the Aquaculture Certification Council (ACC, which is a new body in the US) to tran
cetifiers in Bangladesh, and proposes that ACC will certify a private certifying body for
SSOQ in Bangladesh, so that SSOQ certification will be recognized in internatiord
markets.

As pat of advocacy to establish SSOQ, ATDP promoted establistment of the Bangladesh
Shrimp Foundation in 2003 and the Bangladesh Shrimp Development Alliance in 2003,
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however, current ATDP Il plans for SSOQ do not work through these organizations. Also in
2003, a Government meeting chaired by the Prime Miniger endorsed the Sed of Qudity
concept, and a Committee on Sed of Qudity was edablished, chaired by the Ministry of
Commerce.

The current status of SSOQ is unclear. According to uncorfirmed reports, SSOQ is dready
assigned to a private organization under ATDP. ATDP has clearly defined SSOQ as a voluntary
private cetification, and has drafted peformance criteria for dl paticipants in  shrimp
production, from hatchery through processor. These criteria are currently under review by the
Ministry of Commerce. Project dtaff State that at least one processor will ask for SSOQ
certification of shrimp exportsin 2005. This would be the first export certification.

2. Effectiveness, Efficiency, and Sustainability

Introduction of PCR testing and farming methods to manage WSSV and to boost yields have
achieved some success, and have been copied. Hatcheries and distributors have appreciated and
adopted PCR tedting. Farmers have been interested in demonstrated procedures to manage the
virus and to boost yields. Information on benefits and costs for PCR testing and pond
management practices suggests that these could be sustainable.

ATDP edimates the increase in shrimp exports from project activities. The edtimate is based on
famers usng virus free srimp and improved pond management. Shrimp production yidds
from ponds that lack virus free shrimp are known.  Using a medium estimate of increased yidlds
from virus-free shrimp the project then estimates how much exports have increased from ATDP
efforts.

The cogts of polymerase chain reection (PCR) tests for white spot syndrome virus (WSSV)
include severa eements. The capitd cost of the equipment for PCR testing is Tk 3,000,000
($50,000); didributing these costs over 3 years, the capita cost/month is Tk 83,000. The
operating cost is Tk 150,000 per month for sdaries and office expenses plus Tk 720/test for
chemicals and other equipment (a kit of chemicals for 200 tests costs $1200 or % per test, and
there are equivalent other costs for gloves, etc). These facilities are sufficient to perform severd
hundred testsmonth. At 200 testsmonth, costs per test can be estimated at Tk 1,900/test (Tk 720
for chemicas, etc; Tk 750 for other sdaries and office costs, and Tk 415 for capitd costs). Each
1,000,000 larva requires 12 tests. The pre-project cost of larvais Tk 300/1,000. From the above,
the costs for 12 tests for 1,000,000 larva should be about Tk 22,800 (12 x Tk 1,900), which
would add Tk 23 to the cost of 1,000 larva, or less than 10% of the cost of the larva
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TABLE 2
Cogsand returnsto bagda shrimp cultivation with different production methods
Production | Capital costs | Variable costs Total Total Net income | Cost/Be
method (Tk/halyear) (Tk/halyr) costs revenues (Tk/halyr) | nefit
(Tk/alyr) | (Tk/halyr) ratio
Traditional | - 30,000 (Tk 2,250 30,000 63,000 (Tk 33,000 21
for larva 280/kg x 225
[stocking 1.5 kgs/harvest x
larva/nf X5 @ 1
Tk 300/1000] and harvest/year)
Tk 750 for other
expenses)
Closed 42,250 (Tk 340,000 (Tk 382,000 694,000 (Tk 312,000 18
(virusfree | 85,000 to 170/kg x 2,000 3A7/kgx
larva, virus- | widen pond kg; costsinclude 1,000
free1- embankments | improved larva @ kag/harvest x
hectare is allocated Tk 500/1000 and 2
pond) over 2years*) | feed) harvests/year
)
Modified 2,500 (Tk 40,000 (Tk 42,500 192,000 (Tk 150,000 45
traditional 20,000 to 30,000 for larva 320/kg x 200
(virusfree | widen nursery | [stocking 2 kg/harvest x
larva, virus- | embankments | larva/nf x3@ 3
free nursery | isallocated Tk 500/1000] and harvests/year
for 4- over 4haand | Tk 10,000 for )
hectare 2 years*) other expenses)
pond)

* Capital expenditures are allocated over two years, though embankments are expected to last for many years,
with proper maintenance and repairs.

On the other hand, there does not appear to be market demand for the SSOQ as a private
certification service. From 2003, SSOQ has become a controversa concept, which has been
opposed not only by the Minisry of Livestock and Fisheries, but aso by influentid members of
the private shrimp indudtry.

3. Project Design and Implementation Approach

Introduction and demondration of shrimp production technology by tegting for WSSV,
managing ponds to prevent introduction of WSSV, and use of quality feed are andard activities
for a development project. Although onfam demondrations do not exactly fit the modd for
ATDP II's busness sarvices, these demondrations appear to be crucia to help the full range of
drimp agribudnesses as wel as fames adjus ther activities for higher production,
employment, and exports.

Smilarly, desgning and advocating SSOQ fits within the concept of policy and busness
sarvices. But there have been problems. Shrimp processors have opposed the program.
Processors work with ther foreign buyers and do not want another organization to get in the
way. The Minigtry of Commerce supports SSOQ, while the Department of Fisheries is opposed.
The Depatment of Fisheries dready certifies shrimp qudity for export and likdy sees this as an
encroachment on itsturf.
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The development of the SSOQ concept under the control of ATDP Il has meant that the
commercid value of the service is not clearly known. Ingtead, ATDP Il proposes that the service
will be appreciated, but the timetable and means for sudtainability are not yet clear. The
involvement of severd Minidries in defining and debating the concept clouds what has been
presented from the very beginning as a private and voluntary initiative --- some confusons
reman. For example, it is not clear that buyers will be interested in the certification conditions
currently under review by the Ministry of Commerce. If buyers want other conditions, there is as
yet no clear idea how they might be introduced through SSOQ. The role of the Ministry of
Commerce to determine what conditions are monitored seems curious for a private certification
initiative supposedly motivated by foreign buyers.

Some issues — such as land ownership, environment and labor — may be better addressed
separatedly through specid actions and initiatives through buyers and locd government agencies
rather than bundling them al together in one assessment. At some point in the future, it may be
possible to put al of the concerns together, but not now. Currently, too little is known about the
problems and the solutions in labor and environment. For example, the evauation found
conflicting reports about child labor. On the one hand the AFL-CIO Center for Internationa
Labor Solidarity in Dhaka suspects important problems with child labor. On the other hand, a
recent sudy of children's work in Banglades's shrimp industry found only 2 out of amost
4,000 children, 5-14 years old, to be employed to de-head shrimp in factories, while more than
150 took part in family activities to catch or sdl shrimp fry or to manage ponds (Delgp and
Lugg, Not smdl fry: children’'s work in Bangladesh's shrimp indudtry. Uttaran, Bangladesh, and
Save the Children, UK, 2004).

Private testing and private laboratories are important and common throughout the world. But,
private certification of shrimp exports is rate. The Network of Aquaculture Centers in Asa and
the Pacific ligs only one functioning private shrimp certification program, which has operaied in
Indonesia in some form from 1992, to certify shrimp as organic for export to Japan and Sweden
(see  http://www.enaca.org/modulesiwfsection/articlephp?articleid=126; accessed 23  January
2005). This organic certification program appears to be in addition to government oversght, to
ded with only a minority of Indonesids shrimp exports, and to be operated by an organization
not controlled by the shrimp industry.

The project’s decison to promote certification to improve export quality is not the only srategy
to do so. Government, importers, exporters, and donors have endorsed HACCP for quality
control since 1998. More private testing may be promoted, in processors own labs as well as in
other private labs for a fee, and both processors and buyers may use such tests without a private
certification program. Promoting competition and exporter-importer linkages could dso improve
qudity. One of the possble negative results of the current debate about SSOQ is tha the
government will respond to proposas to extend private certification (beyond what is required by
importers) with its own proposas to expand government certifications and controls. More
regulations could have negative impacts not only on competition but dso on qudity. Compulsory
catification is not necessry in many makets, when customers (eg., famers buying from
hatcheries) trust their business partners whether certified or not, requiring certification adds cogts
but not vaue  There is one other concern @bout more government control of export
certifications, corruption is a serious problem in Bangladesh and a new approva process opens
the way for more graft and payoffs.
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4, Future Program Choices

As dready noted, the Ministry of Livestock and Fisheries and most processors have opposed
SSOQ. On the other hand, some of those associated with SSOQ hold out hope that the program
may be implemented, beginning in 2005 with afew cooperating processors.

In the face of current opposition and uncertainty, one option is to mantan ATDP management
of the SSOQ label and concept; to subsidize certifications for interested processors until others
See some value in the exercise; and to continue to work with stakeholders to build a consensus on
how to proceed. Alternatedly, the project and USAID could gracefully acknowledge dternate
visons and drategies to promote quality and take seps to disengage from their current
identification with SSOQ. With this option, ATDP Il could formdly and clearly assgn SSOQ to
an independent body and contract with that body to certify a number of products or processors in
2005. With this option, the project starts to release SSOQ, and alows its future to be decided by
commercid demand as wdl as ongoing didogue among Minisry of Commerce, Minidry of
Livestock and Fisheries, processors, and other interested partiess When importers offer higher
prices for cetified products (eg., organic certification), private certification might be atractive
to processors. The key isthat the process should be demand-driven.

Meanwhile there is other work to be done in the shrimp sector. If SSOQ advocacy can be
removed as an irritant between the project, government, and processors, then other project
activities can be appreciated. Specifically, ATDP Il and USAID should consder the importance
to Bangladesh of ongoing technology transfer activities initiated in 2003. The approach could
concentrate on the introduction of shrimp production technology, focusng on testing for virus-
free larva, pond management to exclude WSSV, introduction of improved feed, and support for
private teds (feed, antibiotic resdues and bacterid contamination of shrimp).  Bangladeshi
famers have gone for too long without access to inputs and demondrations required to give
them access to improved technology options. Technology demondrations from 2003-05 are
probably insufficient to trandfer productive technology. USAID should condder whether and
how to extend shrimp technology transfer activities for about two years beyond the end of the
current project. Also, in the remaining year of the project — as well as in any follow-on project —
it might be usgful to explore vdue addition in srimp exports working with individud
processors. Exporters may add vaue through packaging and sSzing shrimp. Some large
investments are required. In any follow-on project, further atention to sanitation and spoilage
during harvesting, trade, and trangport should improve the qudity of shrimp supplied to
Pprocessors.

FINFISH

According to current estimates, marine fisheries provide 330,000 tons of fish per year, open
water (river) fisheries provide 590,000 tons, and aguaculture (fish ponds) provide amost
900,000 tons. Over 30 years (as population has nearly doubled) fish supply per cepita has
increased modestly while the source of fish has shifted strongly from capture to culture fisheries.

1 Program Description, Results, andlimpact

The project has worked with clients on a wide range of interventions. Working with processors,
the project has promoted fish-drying without pedticides. The project provided training programs
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in polyculture, where fish and shrimp could be grown dong with rice in flooded paddy fields.
With proper skills a famer could use his exising food crop fieds to grow an additiond and
valuable cash crop. The need for supplementd feed and improved marketing linkages were a
problem which the project worked to improve. It aranged training on hygienic methods of
chilling and icing fish. ATDP Il trained dients on improved methods to trangport fish fries and
fingerlings. The project sent people to Vietnam for training on aspects of fish culture. The
project has promoted high-vaue nonttraditional exports of fins, bladders, and other products to
China

2. Effectiveness, Efficiency, and Sustainability

Project initiatives to improve fish fry (by reducing inbreeding) and to promote quality feed ae
going to take more time to bring mgor results Training on freshwater shrimp cultivation and
polyculture seems to be effective as more and more farmers are raising shrimp and fish. Advice
to improve trangport of fish fry requires costly medicines, a least some dlients prefer traditiond
practices. Traning on hygienic drying of fish was effective. Oversees trips to Vietnam for
training on fish culture were aso ussful.

3. Project Design and Implementation Approach

Much of the finfish indudry is smdl-scde and hard to reach through a busness services
approach. The project has worked through associations, and interacted with food producers,
hatcheries, and processors. In addition, the project has worked with Danida to reach smal-scde
producers.

4, Future Program Choices

Future work on technicad and production issues in aquaculture promise high returns in the form
of more intensve production and higher vaue products, such as larger fish. Further assstance to
fish food producers could accderate introduction of high-qudity feed. In processed fish, as in
horticulture, pesticide resdues are an issue. A future project could work with government to &t
sandards and with processors and traders to arrange for mechanisms to ensure compliance. For
exports, information on foreign markets, and assstance with packaging could help processors
increase export revenues and expand demand for fish production in Bangladesh.

C. DAIRY AND LIVESTOCK

According to traditiond culture, Bangladeshis consume milk and milk products including yogurt
and sweets. In recent decades, imported milk powder has provided a large share of the milk
consumed in the cities and processed through large organizations (such as Milk Vita). During
1996/7-2000/1, annual milk powder imports ranged from 21,000 to 30,000 tons. In addition,
according to recent ATDP documents (Makoni and Ayub, “Recommendations regarding the
subgsdization of the dary catle breeding industry,” December 2001), Bangladesh has 6 million
femae cattle of dl ages with average milk production of 1.25 liters per day. With these figures,
domestic cows provide roughly 20 liters of fresh milk per person per year, while roughly 0.2 kg.
of milk powder are imported per person per yedr.
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1. Program Description, Results, and I mpact

After an initid survey of issues and companies in the milk industry, ATDP |l decided that policy
obstacles and — in some cases — lack of a “dary culture’ obgructed dairy and livestock
agribusinesses development, and that there were few opportunities for project services in this
sector. Nevertheless, the project has worked with some dients, including, for example, assisting
a company to develop an abaitoir in Thakurgaon, and advisng another client in Bogra on how to
produce ice cream.

2. Effectiveness, Efficiency, and Sustainability

The project’s initiad assessment focused on sdected large companies and on selected production
technologies (improved feed practices and imported semen draws for atificid insemination),
with little attention to economics or market dructure. A more sudained policy andyds might
have both found more interested (and cooperative) clients and supported a stronger case for
policy changes to foster more market-oriented dairy and livestock agribusinesses.

3. Project Design and I mplementation Approach

Projects activities in dairy and livestock fit the project design. As noted above, the project
arguably could have spent more effort on sector and policy analyses. The scope for the project to
influence the dairy and livestock sector gppears to have been limited by the dominance of smdl
family farms and smdl enterprises in much of the sector, while the large busnessss in the sector
often look to imported milk powder rather than locd production. On the other hand,
agribusinesses that depend on imported raw materids may — like the abattoir in Thakurgaon —
benefit from agribusness advice.

4, Future Program Choices

Assessng opportunities for development of the domedtic dary indudtry involves andyss of
various producer and market segments, prices of imported subsdized and unsubsidized milk
powder, opportunities for technical and organization innovations to reduce domestic costs, and
attention to the range of milk products that can be marketed in Bangladesh.

Given the rdative importance of domestic milk production vs. imported powdered milk in
Bangladeshi diets, and given as wdl the very low productivity from Bangladesh cows, the
biggest impact on incomes and welfare may be expected from a focus on production issues —
including feed and genetics. These issues have been noted in project documents but ATDP |l did
not find patners who could extend new technology to smdl farmers. The best partners in a
future project might include NGOs or other organizations with a commitment to extenson and
amal farmer welfare and not just a commercid interest.

D. HORTICULTURE

The growth in Bangladesh's population, income and rate of urbanization has propdled a shift to
higher vdue foods. As a reault, the horticultura (fruits and vegetable) component of agriculture
and food consumption in Bangladesh has been growing a an acceleraed rate. With moderate
temperatures throughout the year, fresh fruits and vegetables comprise the largest share of the
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market; growing seasons can be extended with new varieties and cropping practices such as
plastic covers and plant growth regulators. They are dso labor intensve crops which is an
advantage for exports since Bangladesh is a low-wage economy. For decades, Bangladesh has
exported fresh fruits and vegetables to expatriate Bangladeshis in the Middle East and Europe
ar freight of fresh produce has been limited primarily to this market. Processing of fruits, spices,
and vegetables is developing based primaily on domestic demand (often competing with
imported products). Export of processed horticultural products is so far limited; the 2000
Y earbook of Agriculturd Statigtics lists only dry chilies and medicind herbs.

1. Program Description, Results, and I mpact

The project ddivered varied services to a wide range of clients. For example, the project asssted
large organizations (such as British American Tobacco Company, Eurasa Food Processing, and
BRAC) to source, market and air-freight fresh fruits and vegetables for foregn markets. ATDP Il
provided training and technicd assgance for enterprises from smdl to large to process and
market a range of products including pickles, jelies and chutneys. The project has dso trained
farmers on production and post-harvest management of vegetables. The project supported the
Chittagong Women's Entrepreneurs Association as it moved from amdl production into
commercid style operations.

The project has notably asssted BRAC to arange for European Union Retall Parties Good
Agriculturd  Practices (EUREGAP) to cetify BRAC's cooperding famers, with atention to
pesicide use and other farming practicess EUREGAP cetification is not required, but ads the
process of sdling to important buyers in the EU market and is expected to increase the vaue of
products that BRAC ddiversto EU markets.

Clients have entered new markets, introduced new products, and increased domestic and foreign
sdes. In fiscd year 2004, horticulture accounted for dmost haf of ATDP Il client increases in
domestic sales.

2. Effectiveness, Efficiency, and Sustainability

The project has been effective in helping some large companies to see and respond to
opportunities in horticulture, and has asssted many smdl to large companies to introduce new
processed products. Continued expansion of fresh fruit and vegetable exports — with or without
agribusiness sarvices — is limited by ar freght avalability and coss. Much of the current limited
amount of ar-freight space avalable is subsdized; it is doubtful if this could be expanded and
even more questionable if it should be expanded. On the other hand, other markets for
horticulturd agribusinesses face expanding domestic markets and large potential export markets,
but it is uncertan wha the comparatlive advantage might be for Bangladeshi famers and
processors. Existing agribusinesses may be expected to progressvely discover and exploit many
of these opportunities with or without donor-ass sted business services.

3. Project Design and I mplementation Approach
In horticulture, the project has worked according to design, offering business services to

companies and NGOs involved in horticultura activities, and working with associations on
common issues such as accessto air freight.
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4, Future Program Choices

Opportunities for processed horticultura products for domestic markets are gpparent in prices
and imported (competing) products. Hence, the agribusiness advice required to assess and
respond to domestic market demand for processed horticulturd products may not be that gredt.
Smilarly, internationd fresh food markets gppear to be limited by avallable ar freight facilities.

One portion of the horticultura market that may benefit from technicd and market assstance is
the assessment of opportunities to export nontperishable (eg., raw spices) and processed
horticultural  products to world markets. Bangladeshi farmers produce many horticultura
products traded in internationa markets. Economic and market andyses are required to
determine if Bangladeshi famers and producers could compete on the bass of internationd
prices and qualities.

Another portion of the horticultura maket that may benefit from technicd advice is the
domestic market for fresh fruits and vegetables, where new species and vaieties and new
cropping practices may dlow Bangladeshi farmers to ddiver more fruits and vegetables to
domestic fresh markets, and to extend growing seasons. Technologies to extend growing Seasons
can have an important impact on farmer incomes on the one hand and diets on the other. While
new technologies may dlow domedic agribusness expanson, the required technology
introduction to the fam leve bureaucraticaly fdls under extenson and agriculturd research
rather than agribusiness services.

E. GRAINS

Mgor grains — rice, wheat, maize — are produced in Bangladesh, but are aso imported (maize
from India,z and wheat from deveoped countries), so that domedtic gran prices ae
characteristically import parity prices. Whesat trade and processng has responded to expanding
domestic demand for breads and other baked goods. Maize production has responded to demand
from the poultry feed indugtry. Expanding maize production creates other opportunities for
mai ze processing such as starch production.

1 Program Description, Results, and I mpact

ATDP Il has provided busness development services to a variety of enterprises, including
assgtance for maize traders to edtablish contract growers, advice to identify appropriste maize
drying equipment, advice to bakeries on which equipment to buy and to introduce new products
and training on wheat and flour quaity. The project has dso asssed in the establishment of the
Maize Associaion of Bangladesh (MAB).

A highly successful example of ATDP Il assstance is its work with the Dod Agro Indudtid
Complex. The project provided technicd assstance, oversess training vists and technica advice
on the purchase of equipment. Dod’s maize production operation is in the Northern part of
Bangladesh, where Dod provides technica assstance to contract famers.  The number of
contract farms has increased from 349 in 2003 to 2000 in 2004 and maize output increased from
10,000 kg to 20,000 kg in that period. They plan to expand their contract farming, grain milling
and poultry production and to open fast-food chicken restaurants in mgor urban aress.
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2. Effectiveness, Efficiency, and Sustainability

Companies are able to access technology for maize and whest processng and product packaging
through loca and foreign companies sdling machinery. Market patterns for these products are
well egablished in regiona countries, so that market information is available. Large companies
introducing new retail products may go to market research firms available in the private sector.

Companies assisted have expanded their sdes and employment. In the case of wheat-based
bakeries and mills, busness depends on imported high-gluten wheat. As for maize, Bangladesh's
production has expanded sgnificantly from 2004 to 2005, replacing some Indian imports. This
increase may have been encouraged by project assstance to introduce maize dryers. How far
domestic production (and associated trade and processing) can go to replace imported maize and
maize products is unclear, snce the relative cost of production in Indiaiis unknown.

3. Project Design and I mplementation Approach

In this sector, the project provided business development services to companies, with some
services channd ed through associations.

4, Future Program Choices
Severd policy issues may be consdered in future work dealing with grains.

Prices (taxes) are important for wheat and maize processors involved in wholesde commodity
processing (as opposed to retail product processing for brand-name products); for commodity
processng, profit margins are amdl, so0 that the location and profitability of these industries may
be acutely sendtive to levels of effective import protection. The same goes for oilseeds, where
ol extraction is a volume processng activity with low profit margins. For these products, policy
andysis is crucid to develop not only good advice to companies, but dso to guide government
policies on taxes, import duties and regulations.

For wheat, government redrictions on privae introduction of new varieties are redraning
backward linkages from processors to farmers. None of the varieties avallable to farmers are
suitable to produce noodles (durum wheat) or to produce high qudity flour for beking (high
gluten wheat). It is not known if such wheat varieties could be found in other countries with
amilar latitudes, so that farmers in Bangladesh could adopt and grow these varieties The best
way to find these varieties is to dlow private seed companies to import, test, and introduce them
according to famer interest, to provide the qudities that millers and bakers require. While
government research may aso look for such varieties it is important to dlow private initiative to
proceed at the sametime.

For wheat, government redrictions on privae introduction of new varieties are redraning
backward linkages from processors to farmers. None of the varieties avallable to farmers are
suitable to produce noodles (durum wheet) or high qudity flour for baking (high gluten wheet).
It is not known if such wheat varieties could be found in other countries with smilar latitudes
such as Audrdia and South Africa, so that farmers in Bangladesh could adopt and grow these
varieties. The best way to find these varieties is to dlow private seed companies to import, ted,
and introduce them according to farmer interest. While government reseerch may aso look for
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such varidies, it is important to dlow private initiative to proceed at the same time. For a model
of how it could work, take a look a maize. The government does not control the introduction of
maize varidies and hybrids, and there is now geady import and introduction of new maize
hybrids from, epecidly, India. This servesthe farmerswell.

F. PoOLICY REFORMS

From the mid-1980s, the Government of Bangladesh introduced maor reforms that established a
market economy. Those reforms removed controls on imports and foreign exchange, shifted
many tasks — such as import of non-urea fertilizers — to the private sector, and promoted financid
markets. Some of the most important reforms removed barriers to privete initigtive in agriculture,
private including removing bariers to private import of diesd engines and power tillers, private
digribution of fertilizer and removing controls on the varieties dlowed for seed import and sdes.
Despite reforms to date, unnecessary regulaions continue to condrain private initiaive in
agriculture and agribusnesses.  In  addition, Bangladesh's growing agribusiness sector is
continudly facing new dgtuations such as changes in foreign makets, disease threds,
technologicd change — dl cdling for change but many polices are 4ill rooted in the old
mentaity of government control and direction.

1 Program Description, Results, and I mpact

The ATDPII project contract cdls for “more market-oriented policies, laws, regulations, and
prectices for targeted sectors’ (intermediate results group 3, p 16). Specific targets relating to
policy reforms cdl for drafting 30 “policy reform issue sheets’ and working with 10 agribusness
support inditutions in “policy advocacy.” Additiondly, the project contract asked for 10 “ATDP-
supported initiatives [to be] adopted/approved. The project budget alocates roughly 20 percent
of project fundsto “promation of policy, legd, and regulatory improvements.”

As of September 2004, the project reported work on 13 policy issues. If policy issues are
narrowly defined to ded with government laws and regulations, the project has dedt with only a
handful of policy issues, induding regulating shrimp qudity, limiting semen draw imports for
dairy catle, and lowering eectricity rates for some agribusinesses. Other reported policy issues
indude cregtion of private sector indtitutions, such as the Maize Association of Bangladesh, or
preparation of private indusiry plans, eg., to produce good qudity fish feed. Even in policy
papers narrowly defined, the economic and policy analyss has been limited.

2. Effectiveness, Efficiency, and Sustainability

With respect to project targets for work on policy issues, ATDP Il is able to identify issues, but
cannot control success.  ldentification of issues was intended to proceed through “condraints
andyss and basdine sudies’ (project contract, page 18). However, achievement of policy
change depends on factors beyond the project’ s contral.

For example, in 2001, an ATDP Il review of opportunities for atificid insemination in the dary
indudry identified government controls on import of semen Sraws as a policy obstacle The
project prepared an analysis of benefits that could be achieved with deregulation, and asked the
Ministry of Livestock and Fisheries to adjust the regulations. The gpproach faled. The andyss
supporting this proposal is among the best anaytic work that the project has produced, but could
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yet be improved and published in a way to support continuing efforts by others after the project
ends.

In sectors other than livestock, the project has not done smilar sysematic andyss to identify
policy obgstacles. There are some missed issues. For example, government controls introduction
of new vaieties of wheat (blocking farmer access to durum and high-gluten wheat varieties
grovn in other Asian countries), potatoes (blocking farmer access to potatoes suitable for
processng), rice, jute, and sugar cane. Smilarly, the government has banned imports of single
super phosphate (SSP) fertilizers, which is an established technology. The government dleges
problems with product quality which could have been addressed through tests and prosecutions
for midabeling, rather than smply banning dl imports The government should be dlowing
farmers and agribusinesses to decide what are the best varieties and technologies --- ingtead it is
limiting introduction of proven technologies.

With an open economy, reative taiffs and export subsdies on agricultura inputs and
intermediate products can have large and unwanted impacts on agriculture and agribusiness.
Unfortunately, we found no project anadyses of effective protection. During this evauation, we
heard that the government has recently equdized tariffs on soybeans and soybean cake, which
has dimulated inddlation of solvent extrection mills we found no indication that the project
contributed to this change in taiffs. Other tariff options may be equaly important for
agribusiness devel opment.

Project initiatives to promote product qudity could benefit from more systematic policy analyses
demondrating costs as wel as options other than private certification; options include, for
example, competition, and truth-in-labeling based on private tests. For example, a project paper
aserted that “A privady-operated Sea of Quality program done can save the industry” Shrimp
Sed of Qudity Newdetter, Aug-Oct 2002, p 4). That statement runs far beyond supporting
anaysis. Project support for traceability appears to run beyond current market demands; the costs
and benefits to farmers and processors is not well-andyzed. For a country with millions of smdl
farmers coordinated through markets, traceability may be a problem. It is not a dl clear what is
the best postion for Bangladesh government and agribusinesses to take on this issue.  Rigorous
andysswould help identify the issues and choices.

3. Project Design and I mplementation Approach

For the most part, the project appears to have identified policy issues on the basis of the
complaints and problems identified by ATDP dients For example, client concerns about fish
feed and fin fish inbreeding led to seminars and drafts of acts to regulate feed mills and
hatcheries. While privae dients may identify some policy issues, they may not have an
appropriate perspective to identify al policy issues— or to promote competitive markets.

4, Future Program Choices

In the remainder of the current project, building on goodwill with ministries and members of
parliament, some specific reforms may be possible For example, after anadyses, the project
could provide the pros and cons for remova of regulations blocking private introduction of new
technology. In a future project, a stronger policy capability could strengthen advocacy for
private agribusness development, with attention to crucid government taxes, regulaions and
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controls. However, a public policy perspective does not dways coincide with the interests of
individual businesses or even indudries, hence there is a need to consult with economigts in ad
agencies active in Bangladesh, research inditutes (eg., Bangladesh Inditute for Development
Studies), universties such as the Bangladesh Agriculturd Universty, or minisries (eg., the
World Trade Organization (WTO) cdll in the Ministry of Commerce).

Whatever policy capability is built into a future project, it may aso be oriented to work with and
through industry associations whenever busness interets coincide with proposed policy
reforms. If a project is able to demondrate the vadue of good policy andyss during industry
didogue with bureaucrats and politicians, this should not only promote good policies, but could
aso simulate industry associations to improve their professond and anaytic capabilities.

G. AGRIBUSINESSCREDIT FUND

1. Problem Setting and Program Description

Many firms wanted to adopt new technology but complained about a lack of credit to fund new
invesments. To hep meet that need, USAID worked with the Government of Bangladesh,
which created an Agribusness Credit Fund (ACF) of 1 billion Taka --- approximatey $20
million. The money was Government of Bangladesh owned locad currency generated under the
USAID fertilizer assstance program. The loan program darted in 2002 and will be completed
by the end of 2005. The ACF earned interest which funded the ACF Development Fund at
goproximately $1 million a year over the five years of the ATDP Il program. ACF loans were
not directly linked to ATDP |1 efforts to introduce new technology or invesments.

The government's Centrd Bank, The Bangladesh Bank, managed the loan fund through its
Agriculturd  Credit and Specid Programs Depatment. The Bank offered the money to
commercid banks who would then lend the funds to agribusiness clients. Both state-owned and
private banks were offered the opportunity to orntlend the loan funds but state-owned banks were
not interested. They had more than enough loanable funds and did not want to participate. Five
private sector banks participated, with Prime Bank and The Arab Bangladesh Bank being the two
largest borrowers. The other participating banks were: BRAC Bank, National Bank and Uttara
Bank. The only requirement on the banks was that they had to lend the money to agribusiness
firms

2. Program Resultsand I mpact

The Bangladesh Bank charged the commerciad banks 6 percent interest, which was dightly
higher than the inter-bank loan rate. The banks then lent the money to agribusness firms usng
their own risk andyss of a dient’s ability to effectively use the funds and repayment prospects.

The banks used their standard interest rates for the type of borrower, length of loan and activity
being financed. Both working capitd and 1-3 year loans were provided with interest rates
ranging between 10 and 14 percent. They picked who they wanted to loan money to and for
what purposes. The banks bore the complete risk of loan ddinquency or default and were
required to repay the loans to the Bank of Bangladesh, whether or not the firms repad ther
loans. Prime Bank, the largest lender under ACF, had a repayment rate of 99 percent. When the
program ends and the commercid banks repay the principd and interest to the Bank of
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Bangladesh, it will take the repayments and interest and return the funds to the Government of
Bangladesh.

There are costs that are lard to quantify. The commercid banks had to identify firms that fit the
agribugness definition and then do risk andyds, often on very smdl loans. They then had to
prepare specid reports for the Bangladesh Bank, including loan size, detalls on each frm and its
products and an estimate of the jobs created by each loan. USAID and ATDP aso had to
monitor and check the records of the loan program.

3. Effectiveness, Efficiency and Sustainability of the Implementation Approach

Sectors covered included fisheries, poultry, livestock and food processing. Based on a May 2004
Bangladesh Bank report on the ACF, lending banks reported loans to approximately 200
enterprises.  There were many small loans of $1,000, $5,000 and $10,000, some $20,000 loans
and a few very large loans. The data do not link size of loan to sze of firm but it is sdfe to
assume that the largest loans of $1 to $3 million likey went to very large enterprises while smdl
loans went to smdl firms. Since the totd loan amount was $20 miillion that works out to an
average loan Sze of approximatdy $100,000. But averages can be decelving since there were
many smal loans and a few large loans. In addition, if there were a series of loans to the same
firm that were sequentialy repaid, the averages are not very useful.  Even with the large number
of amdl loans, it is safe to assume that the mgority of funds went to medium-sze or larger firms.
The banks report that the loans created 3,000 jobs or about 15 jobs per firm---but again, with the
mix of smal and bigger firms, it isnot dear if smdl or big firms cregted the jobs.

4, Future Program choices

The Agribusness Credit Fund was desgned much like a traditiond donor targeted lending
program. A need was identified and resources were assigned to agribusinesses. Banks were
told to lend to agribusness firms.  Donors have a long history with targeted credit in a number
of countries for a variety of purposes. Over time, USAID and many other donors have found
that out of a large pool of potential borrowers, only a smal percentage receive mogt of the credit.
Even with the god of making sure credit is used for specific purposes, there are difficulties.
Unless a donor is willing to micro-manage the whole process, funds often go for unintended
purposes.  Loans from the Agribusiness Credit Fund provided a very smal addition to available
credit. The totd Tk 1 billion from the fund is about 10 percent of tota bank loans to agriculture,
forestry and fisheries in June 2002, or about 0.13 percent of total bank advancesto all sectors

The Agribusness Credit Fund is smilar to funds in other countries. It is likey that the banks
used conservatlive commercid lending criteria to reduce their risk so loans probably went to
traditiona borrowers, rather than new firms that were capitd starved. Out of the 200 firms, 25
large firms received 83 percent of the funds and 175 smdler firms received 17 percent. It
gopears that banks put most of the funds into large loans to larger firms. For a $20 million
program, only 200 firms benefited and only 3,000 jobs were crested. The hope that smadler,
start-up firms would be the mgjor borrowers probably did not happen.

In Bangladesh just as in other countries, productivity, employment and growth accelerate when
capitd goes to its most effective uses. Attempts by governments or donors to pick the best
sectors and uses are often ineffective. A wdl functioning market does a much better job than ad

An Evaluation of the Bangladesh 1-16 March 2, 2005
Agro-based I ndustri es and Technology
Development Project (ATDP 11)



Development Associates, Inc.

experts a picking the winners.  Another approach is for donors or an NGO to work closdly with
borrowers a every step of the process --- what some cal micro-managing the process.

Rather than using targeted credit to help agribusinesses, it would probably be more effective for
USAID to undertake cepitd market research and andysis to identify impediments and problems
that restrict capitd from flowing to its most effective uses. It could then work with the GOB to
remove those problems. One other area USAID might want to consder would be heping
commercia banks to better understand agribusiness production and business plans so as to better
asess requests for agribusiness loans. USAID supported workshops and training could help
commercid banks better assess requests for agribusiness loans.

Findly it is useful to look a one Bangladesh example of a non-agribusness sub-sector that
needed credit. The garment industry started from a smal base and is now a mgor employer,
producer and the country’s largest exporter. In the early days, capitd was raised by the owners,
families, the informa maket and oversees buyers --- vey little financing came from formd
capitd markets.  If investment rates of return are high, borrowers can find the capitd. Rather
than providing targeted credit, it is much more effective for USAID to identify market failures
and government redrictions that hinder capitd flows, and then to work to improve capitd
markets.

H. AGRIBUSINESS MBA PROGRAM

1 Problem Setting and Program Description

As ADTP Il was identifying and launching programs to assst agribusnesses, a problem
developed. Firms needed technica experts but even more important, they needed people with
modern busness management skills, but there were few with the needed management skills and
knowledge of agro-business. If programs were to succeed there needed to be skilled
Bangladeshi’s with practical skills and advanced academic training. ATDP identified a locd
private university, the American Internationd Univergty of Bangladesh (AlUB), as an inditution
that could help solve the problem and worked with AIUB as it developed an agribusness MBA

program.

AlUB and the Universty of Wisconsn, Madison met with locd businesses to identify the type of
management skills they needed.  They then designed a 55 credit Agribusness MBA program.
Core courses are taught by locd daff and specidized agribusiness courses by visting U.S.
professors. AIUB and ATDP jointly funded the vigting professors and AIUB funded the rest of
the program. Thisisthe only Agribusness MBA program in Bangladesh

2. Program Resultsand | mpact

The program started in the fal of 2003 with 16 new students, 21 new students in 2004 and 20
expected in 2005. There are three women in the MBA program (10 percent of the students) and
AIUB say they will have no problem finding jobs when they graduate. The universty is working
to incresse the number of women students.

The vidting professors partnered with locad professors to improve teaching and professond
sills and educationd materids. MBA programs typicdly use the case study method. In
Bangladesh they were usng U.S. and European case sudies which were not rdlevant to locdl
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conditions.  The visting professors and locd saff developed five case studies based on specific
Bangladesh agribusiness experiences. To make the MBA program more relevant to the students,
each student does an internship a an agribusiness firm. This aso helps the sudent line up a job
upon graduation---20 percent received job offers from the firm where they interned. The
internships are popular with the dudents and the firms.  Recently, when internships were
announced to the busness community, requests for interns were triple the number of Students
available. Corporate supporters aso provide scholarships, site visits and lectures.

AIUB worked with ATDP to introduce a highly successful business plan competition where
teams from a number of firms each identify an indudry problem and then devise an integrated
approach to solve the problem. In 2005 over 30 teams participated. After imination rounds, the
best seven cases were presented to a distinguished pand of judges and the best business plans
were recognized and given awards.  The compstition builds interest in agribusness management
and the need for a multi-disciplinary approach that weaves together technical, production,
marketing and financia solutions to business problems.

3. Effectiveness, Efficiency and Sustainability

AIUB tuition charges ($3,400 for the two-yer MBA program) ae much higher than at
government univergties but in line with other private universties  Applicant qudity hes
improved as measured by entrance examination results, work experience and academic profiles.
There is a plan in place to train locad professors, and darting in 2006, to Seadily reduce the
number of foreign professors year by year until the program is completdy run by loca
Bangladeshi daff in 2010.  The evduators interviewed an MBA sudent who is working a a
major multry firm. He has a respongble postion a the firm and was enthusagtic about how his
MBA courses have hdped him in hisjob.

The program is effective and costs and tuition fees are reasonable.  With its established MBA
curriculum and drong linkage with the Universty of Wiscondn, it has a sound and sudanable
academic plan. AIUB should no have problem continuing the academic program after ATDP
assigance ends. Financid sudanability is another metter since foreign faculty represents two-
thirds of the codts of the MBA program. To cover the cost of foreign faculty there will be a need
for a $60,000 subsidy from the Universty of Wisconsn, USAID or dternatively, a more rapid
phase out of foreign professors.

4, Project Design and Implement ation Approach

This is a highly specidized, niche academic program. It is operated by a respected academic
indtitution, has a linkage to a U.S. universty and is usng U.S. professors for teaching, materids
development and traning of locd professors.  The goproach is sSmilar to other universty
development projects. It is asound approach.

5. Future Program Choices.

The MBA program is doing a good job but it does not fit neatly with other ATDP Il activities.

ATDP Il programs are very practical and operationdly oriented. Farmers and firms receive
busness planing assdance, technicd assdance, traning, and advice on gopropriate
technology. The MBA program is cregting a useful cadre of managers, but the program does not
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bear any direct linkage to ATDP programs, and only an indirect relation to ATDP objectives.
Since the 2005 AIUB program is in midstream, it would make little sense to re-evauate or drop
USAID support now.

For future program support, beyond 2005, USAID should assess this and other Bangladesh MBA
programs to determine whether they fit within USAID’s new program approach.  To develop
innovative and new academic gpproaches, USAID might want to consider supporting AIUB and
apublic universty MBA program.

AIUB has its own inditutiona srength and a linkage with the Universty of Wisconan. It is a
sugtainable academic program. However, just because it can continue on its own, there is no
reason to end USAID support. With modest support of $60,000 a year AIUB could maintain its
present program and with increased support it could incresse student intake, send professors
overseas for Ph.D.’s, prepare more case studies and do joint research with locd firms and U.S.
universities. It can make an important contribution to improved agro-busness management in
Bangladesh. Again, the key is how wdl it fits within USAID’s Strategic Objective (SO) 5.
“Growth of Agribusness and Smdl Business”
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APPENDIX |
BACKGROUND EVALUATION INFORMATION

A. EVALUATION TERMSOF REFERENCE

SCOPE OF WORK FOR AGRO-BASED INDUSTRIESAND TECHNOLOGY
DEVELOPMENT PROJECT-PHASE-II EVALUATION

Purpose of the Evaluation: The purposes of the evauation are: (a) to provide an assessment of
the impact of ATDP-Il to date in relation to the project purpose and expected results, (b) to
recommend possble ways, if any, in which the project might increase the impact of its services
over its remaning life, and (c) to guide USAID in determining future programming decisons in
agriculture/agribusiness.

Background: The Agro-based Industries and Technology Development Project-Phase |1 is
USAID’'s vehicle for assging and promoting agribusness in Bangladesh. This project
contributes to the USAID/Bangladesh’'s Strategic Objective 5. “Growth of Agribusness and
smal Business’, which is consdered as a means of increasing incomes of poor Bangladeshis.

Objectives of the project: The purpose of ATDP-II is to promote the growth of private sector
agribusness in Bangladesh in an open and competitive market environment. Project activities
focus on improving the ability of privaie enterprises to develop, produce, market, and finance
products and services in competitive markets. Thisis done by :

Direct enterprise assistance to selected agribusinesses

Strengthening key financid and non-financia agribusiness support inditutions

Achieving improvements in rlevant palicy, legd and regulatory environment

Sectors and Commoditiess  The project provides technicd and manageriad assdance to
promote growth and profitability in the following targeted sectors:

-Poultry

- Horticulture

- Grans

- Dairy/Livestock

- Fisheries

Locations: The project provides services throughout the country. The implementation contractor
has edablished a headquarters office in Dhaka, and regional offices in Khulna, Chittagong,
Sylhet, and Bogra.

Funding Summary :

USAID: $10.0 million

GOB: Agribusiness Credit Fund (ACF)- $ 20 million
ACF-Deveopment Fund-- $6 million

Totd : $36 million
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Project implementation period: January 2001 to December 2005

Implementation arrangements. The project is implemented by The Louis Berger Group, in
collaboration with Cargill Technica Servicesand Land O’ Lakes.

All project activities are implemented in close coordingtion with the Ministry of Agriculture,
which acts as the lead Government of Bangladesh coordinating agency for the project. The
project receives policy guidance and advisory support in the implementation of program
activities from a Steering Committee headed by Secretary, Ministry of Agriculture. In addition,
the project works with the Ministries of Commerce, Finance, Minisry of Livestock and
Fisheries, Export Promotion Bureau, NGOs, Chambers of Commerce and Industries.

Expected Results

Indicators Targets
a) Growthin sdes $154 million
b) Growth in exports $59 million
¢) Growth in number of jobs 85,000

Questions for Evaluation: Evduation questions are organized according to the three mgor
objectives of the evauation.

1. Impact To Date:

- Evaduate the impact of the project in terms of growth of domedtic sdes , export
and employment

- What services have had the most impact, and in what sectors and regions? The
least? Assess how well the needs of different customers are being met?

- Bvduate the efectiveness and sudainability of (8dShrimp Sed of Qudity activity,
(b) Agribusness MBA program, (€) market research and trade promotion
activities.

- Assess project’'s implementation approach and drategies, including the use of
contracts with lead firms, cod-shaing, and inditutiond collaboration (with
government, non-government, business network partners) for the development of
private agribusiness enterprises.

- Evduate the effectiveness of the project in : @ developing dliances and market
linkages within targeted sub-sectors, b) encouraging market-based business
service ddivery

- Review effectiveness of project activities in identifying policy condrants
andyzing the impact of policy decisons on private agribusness, and initiating
policy reforms

- Evduae the effectiveness of project activities in tems of drengthening
agribusiness support inditutions.

- Assess the peformance of the project in fadlitating the involvement of women in
agribusness in Bangladesh, and recommend ways in which the greater
paticipation of women can be ensured in the future USAID/Bangladesh’'s
agriculture/agribusiness program design.

- Assss the contribution of Agribusiness Credit Fund (ACF) to the overdl impact
of the project. Should ACF be continued after the concluson of the current
ATDP?If so, what changes should be made to increase its impact?
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2. Opportunitiesfor ATDP:
- BExamine scope of improvements in project activities and modes of operations for
the rest of the project period based on the findings of the aforementioned tasks.
- How can ATDP-II best ensure the long term sugtainability of activities supported
by the project?

3. Opportunitiesin Agriculture/Agribusiness after ATDP-11
Based on the principle findings of the evaudion, a review of other documents (including
recent assessments of USAID project), and discussons with key contacts, what kinds of
activities, within the fidd of agribusness and agriculture, should USAID consder
supporting after the completion of ATDP-11 in 2005?

M ethodology
The contractor shal determine an appropriate evauation methodology of suitable rigor.
The Mission suggests that the review approach indude the following:

1. Review project documents, work plans, quarterly reports, annua reports and other
reports of ATDP-11.

2. Review relevant reports of other USAID projects and other donors.

3. Veify the accuracy of asmal sample of datafrom ATDP-11 reports

4. Conduct interviews and discussions with gppropriate private sector and other partners
of the project, USAID and the Government of Bangladesh, other USAID projects,
and other donors

5. Undeteke fidd vidts to review effectiveness of services delivered by ATDP-II.
Assess “before” and “after” datus of firms asssted by ATDP-1I to ascertain impacts
on growth of sdes, export and employment due to project intervention. Interview
relevant business associaions officials of respective sub-sectors supported by ATDP-
1.

Evaluation Team: The Evaduation Team will conss of the following:
1. Expdriate Private Sector Expert with international agribusness experience- (Team
Leader)
2. USAID/Washington Member
3. Agricultura Economig-loca (Member)
4. Enterprise Development Specidigt-loca (Member)

All team members should have experience in conducting evauations in developing countries. All
should have excdlent andytic ability and writing skills.

The Team Leader shdl coordinate and manage the team in the conduct of the evauation, and
shdl lead the production of the report. Consequently, s’he should have sgnificant experience in
evauations, and should possess excellent inter-persona, manageria and writing skills.

The contractor is responsible for identifying, contracting, and obtaining the services of the
Bangladeshi team members and Bangladeshi support and/or professond services it needs.
USAID/Bangladesh can suggest contacts for identifying the Bangladeshi team member should
the Contractor wish.
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Performance Period: The evduation should begin in Bangladesh lae September or early
October, 2004. The in-country work should be completed within 30 working days of inception.
A 3x- day work week in Bangladesh is authorized.

Reporting Requirements:

1. Ddiveay: The Contractor shdl submit a first draft of the evauation report on or about
days after inception of the work in Bangladesh, and shdl debrief Misson daff on the
mgor findings and conclusons. The Contractor shal submit at least 10 copies of the find
version of the evauation report to USAID/Dhaka on , 2004.

2. Evauation Report Format:

Executive summary: approximately 3-5 pages

Saement of Findings Conclusons, and Recommendations. Findings and
conclusons shdl be succinct, with the topic identified by a short sub-heading
rdated to the aeas of inquiry identified in the Staement of Work.
Recommendations shall correspond to mgor findings.

Body of the Report: The report shal provide the evidence and analyss to support
the findings and conclusions.

Annexes Shdl indude at least the following:

Evauation SOW

Resume of Team Members

Description of Evaluation Methodology

Bibliography of Documents Consulted

List of Persons contacted

Case Studies

Logistics

The Contractor shdl organize the logisics of the evduation. This includes accommodation,
office space, computer rental, secretarial and other support services, transportation, and interview
scheduling.

B. EVALUATION ISSUESEXAMINED IN THISSTUDY

IMPACT: SWOT ANALYSIS STRENGTHS, WEAKNESSES, OPPORTUNITIES AND
THREATS

Were project and program goals accomplished? What was the increase in production,
jobs, domestic sales, exports, income and welfare? What were the benefit magnitudes?
Wer e there unintended benefits or problems? Who benefited and by how much?

1. Expected (end of 2005) project resultsindicators:
Growth in domestic sdes $154 million
Growth in export sdes $ 59 million
Growth in the number of jobs 85,000

2. Vdue added of ATDP Il targeted sub-sectors and their contribution to the growth of the
Bangladesh economy.
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3.

Andyds of impact by sub-sector or product. The agro-business sub-sectors where the
project had the greatest impact? Why? Which sub-sectors had the least impact? Why?

Andyss of how ATDP-1I and sub-sector inditutions helped firms redize export market
opportunities. Have ATDP-11 stakeholders and industry leaders coordinated their approaches
in making exports more competitive?

Andyss of how targeted sub-sectors succeeded in competing according to internationa
quality and marketing standards, especidly in the shrimp industry?

The agro-business regions where the project had the greatest impact? Why? Which regions
had the least impact? Why?

Project performance a involving women in agribusness. Recommend ways to improve
participation in the future.

PROJECT EFFECTIVENESS, EFFICIENCY AND SUSTAINABILITY

Noogas~wdpE

0©

10.

11.

Were the services, technical packages and products appropriate to user needs? Were they
used by the intended beneficiaries? What were the benefit/'cost ratios? What is the long-
term likelihood that the financial, institutional, and other benefits and services will continue
once USAID assistance ends?

Shrimp Sed of Qudity

Agribusiness MBA program

Market research and trade promotion activities.

Devedoping dliances and market linkages with targeted sub- sectors.

Encouraging market-based business service ddivery.

Strengthening agribusiness support inditutions.

Identifying policy condraints. Andyzing the impact of policy decisons and initiating policy
reforms that solve the condtraints.

Improving international and domestic marketing, management and technica skills.

GOB-ATDP-II rdaionship in managing resources and obtaining results.

What are appropriate ways for ATDP Il to ensure the long-teem sudanability of the
ingtitutions and benefits it has supported and devel oped?

Have USAID and ATDP Il developed an exit drategy in concert with other USAID
programs, government, private sector and NGOs.

PROJECT DESIGN AND IMPLEMENTATION APPROACH

1.

How does ATDP’s approach and strategy compare with best practices and lessons
learned from other USAID activities? Are there unique and highly successful lessons?
Were there problems? Which interventions and approaches needed to be modified?
What are the Prospects for institutionalizing a sustainability plan? How would it
support business and trade networks and strategic alliances?

Contracts with lead firms, cod-sharing, inditutional collaboration (with government, NGOs,
busness network partners, entrepreneurs who pay for busness services, pioneers and
innovators in priority sub-sectors and the 20 Agribusiness Support Ingtitutions).
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Why was each approach selected?

What dternative approaches were considered?

What were the benefits and drawbacks of each approach?
What were the results and impact of each approach?
What might be congdered in afollow-on project? Why?

2. Agrl business Credit Fund (ACF).
Wheat did ACF achieve as aresult of ATDP?
How well did the ACF contribute to overall ATDP project success?
What were ACF's strengths and weaknesses?
What changes could improve impact?
What are the pros and cons of including ACF in afollow-on USA1D project?

3. Based on the evduation andyss.
What is the quaity of coordination and integration between ATDP Il and other
USAID projects? What can be done to improve the processin the future?
Wha is the qudity and integrity of ATDP Il monitoring and reporting sysems? Are
improvements needed?
What improvements in project activities and modes of operations might be put in place
for the rest of the project period?
What needs to be done to ensure long-term sustainability of benefits?
Wha types of activities, within the fidd of agribusness and agriculture, should
USAID consder supporting after the completion of ATDP-117?

C. QUESTIONSFROM THE TERMS OF REFERENCE AND THE EVALUATION
FINDINGS

1. Evaluate the impact of the project in terms of growth of domestic sales, export sales and
employment. See Section 2, page 6. As of September 30, 2004 the project had provided
business services to over 300 business clients and severd hundred farmers.  The project has three
result-targets that are to be achieved by the end of 2005: $154 million in domegtic sdes, a $59
million increase in exports and an increase of 85,000 jobs. As of September 30, 2004 the project
had achieved 71 percent of the domestic sdes target, 70 percent of export sdes and 95 percent of
the jobs target. With one year to go, the jobs target will easily be reached and the other targets
may aso be achieved.

2. What services have had the most impact, and in what sectors and regions? See Section 2,
pages 5 to 9. The project concentrated on business support services (technica assistance,
traning, expert advisors) and improved technology (industry experts to advise on production
proceses and equipment along with vidts to industries in other countries).  The poultry sub-
sector was the most successful followed by aguaculture.  Dary and livestock were the least
successful.  While production and processing took place throughout the country, production
tended to be more dispersed and processing plants tended to be near domestic consumers or close
to ar and sea ports for export. This meant that most processng plants were near maor urban
centers such as Dhaka, Chittagong, Khulna, Bogra and Mymensingh.
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3. Evaluate the effectiveness and sustainability of: (a) Shrimp Seal of Quality; (b) Agribusiness

MBA program; (c) market research and trade promotion activities.
(@ Shrimp Seal of Quality, See Section 3, pages 6-8, Section 6, page 16 and Appendix One,
Section B, pages 19-25. It was an excdlent idea to develop industry quality standards but
implementation has not gone smoothly. There is a lack of support for the program and the
Shrimp Sed of Qudity has not been used. The Government Department of Fisheries aready
certifies shrimp qudity for export and does not see a need for another certification. Shrimp
processors and exporters have ther own rdationships with buyers and many question the
need for the Sed of Quality. Market demand appears unlikely to sustain SSOQ as a private
certification program in the foreseesble future.
(b) Agribusiness MBA program, Section 3, p. 11 and Appendix One Section H, pages 34-36.
The MBA progran desgn is effective.  The use of expatriate professors, dong with the
traning of loca professors, and the eventua phase-out of expatriate professors will help
assure sudtainability. However, the program does not directly relate to the ATDP Il
approach of business services concentrating on key sub-sectors. It would make little sense to
end the program before the first class of MBAs graduate in 2005. USAID needs to design its
future agribusness program and a that point see if the new USAID program has a logicd
place for an agribusness MBA program.
Market research and trade promotion is an integral part of ATDP business services. It has
helped identify new markets (at the Duba trade fair) and has worked to improve the qudity
of shrimp exports. It is effective and sustainable. (see page 10)

4. Assess the project’s implementation strategies, including the use of contracts with lead firms,
cost-sharing, and institutional collaboration (with government, non-governmental organizations,
and business network partners) for the deved opment of private agribusiness enterprises. Section
2, pages 5-6 and Section 4, pages 11-12. About haf of project resources were for business
services to individua companies, and hdf for collective services (including policy). The project
emphaszed busness devdopment services incuding training, tours, technicl assstance,
business development plans, etc, offered on a cost-sharing basis. The prior project, ATDP I, did
not require firms to share a portion of the costs of the business services they received. When
something has been free it is often hard to get customers to pay for it---but ATDP Il was able to
demondrate the value of it busness sarvices to its clients and they paid on a diding scde (20
percent to 80 percent) of the cost. The project initidly identified and approached prospective
clients, subsequently, some companies hearing of the project's work have approached the
project. The project has paid less atention to policy and regulatory meatters than was anticipated
in the project design. Collaboration with the government was limited.

5. Evaluate the effectiveness of the project in: (a) developing alliances and market linkages with
targeted sub-sectors and; (b) encouraging market-based business service delivery. See Section
3, Section 4 and Appendix One. The project did an excellent job of cresting a number of trade
asociations and supporting inditutions to support sub-sector activities. It worked well with
NGOs, banks and other indtitutions to develop support for agribusness. However, it did little to
encourage market-based service ddivery.

6. Review the effectiveness of project activities in identifying policy constraints, analyzing the
impact of policy decisions on private agribusinesses, and initiating policy reforms. See
Appendix One, Annex F.  ATDP Il devoted approximately 20 percent of project funds to
promote policy, legd and regulatory improvements. As of September 2004, ATDP reported
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work on 13 policy issues. Adde from an early survey of the dairy and livestock sector, the
project appears to have identified ad hoc issues on the bass of interactions with its agribusness
cients. The project has organized indusry diadlogue on some policy issues (eg, regulations to
improve fish feed and seed). However, with the exception of early work on import redrictions
limiting introduction of improved genetics for dairy and livestock, the project has produced little
andysis and few public papers consdering policy options.

7. Assess the performance of the project in facilitating the involvement of women in agribusiness
in Bangladesh and recommend ways in which greater participation of women can be ensured in
future USAID Bangladesh agriculture and agribusiness program designs. The project did not
have a specific program for women and stated that “women were integrated across the board in
adl ATDP Il activities” ATDP Il and AIUB supported a naiond business plan competition and
ATDP organized an agribusness competition just for women with about 160 women
entrepreneurs participating in the training sessons. About 10 percent of trainees are women
though in 2003 it reached 15 percent. The project supported the Center for Women's initiatives,
227 women were trained a Cox’s Bazaar on fish processng; food pocessing for women at the
Women's Entrepreneurs Association of Bangladesh and; dart-up support for the Chittagong
Women Entrepreneurs Association.  The project supported Umme Fatema, an entrepreneur of
highly successtul poultry firm.

8. Evaluate the effectiveness of project activities in terms of strengthening agribusiness support
institutions.  Some 20 indtitutions were supported, with most created by ATDP Il three to four
years ago (some of these are now dormant). It is impressive that so many were created in such a
ghort time and that most are ill operating. They provided useful services to the agribusiness
sub-sectors.

9. Assess the contribution of the Agribusiness Credit Fund (ACF) to the overall impact of the
project. Should ACF be continued after the conclusion of the current project? If so, what
changes should be made? See Appendix One, Annex G for the full andyss ACF was not
directly linked to ATDP Il programs and had no measurable impact on project success. It
reached only 200 firms so it had a minima impact on Bangladesh agribusness. Large firms
received most of the money so ACF had limited benefits for new entrepreneurs. From a
program viewpoint ACF should not be continued. It would be more ussful to examine
impediments and problems that restrict capitd from flowing to its most effective uses. It might
dso be ussful to tran commercid banks to better understand agribusiness production and
business plans so as to better assess agribusiness loan requests.

10. Effectiveness of the GOB-ATDP Il project relationship in managing resources and obtaining
results. During project inception, differences between USAID and GOB led to some
discrepancies between the Project Proforma prepared by the GOB and the project contract
between USAID and Louis Berger. These differences aso delayed the project. However, once
the project got underway, good cooperation has been redized with the Minigry of Agriculture
and Minidgry of Commerce. Asde from some problems with the Minisry of Livestock and
Fisheries, the GOB and the project have had smilar interests and objectives. The reationship
worked smoothly and hel ped the project achieve good results.
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11. Examine the scope of improvements in project activities and modes of operations for the
rest of the project period based on the findings of the aforementioned tasks. Section 6 provides a
ligt of recommendations. The key findings are:

- Conflict among dsakeholders concerning SSOQ is didracting attention from ATDP I
efforts to improve shrimp pond management.  If the project de-emphasized SSOQ it
could achieve better results.

Little can be done by the end of the year on dairy problems because of serious policy and
regulatory problems.

For horticulture, if low-cost economic and market studies could be done quickly they
could lay the groundwork for future sector support after ATDP Il ends.

A decison on future support for the Agribusness MBA program should be deferred to
next year, when USAID has devel oped its new dtrategic approach for agribusiness.

12. How can ATDP Il best ensure the long-term sustainability of activities supported by the
project? Appendix One reviews each area supported by ATDP Il.  The poultry sub-sector is
clearly viable, horticulture is strong and the MBA program has a sound academic base. ATDP
[ could concentrate its efforts on those programs to help give them a boost as they head off on
their own. Other sectors are promising but not at the point of being sustainable. ATDP Il should
work to hook those programs up with NGOs and other donors who could continue capacity
building efforts after ATDP Il ends.

13. Based on the principal findings of the evaluation, a review of other documents (including
recent assessments of the USAID project) and discussions with key contacts, what kinds of
activities, within the field of agribusiness and agriculture, should USAID consider supporting
after the completion of ATDP Il at the end of 2005? See Section 5, which summarizes the
evduation findings on the need for a more dStrategic approach. Here are the key points. ATDP I
concentrated at the firm levd with only some 300 firms and severd hundred farmers recaiving
assdance. It is a “retal” approach that can only have a limited impact in a country with 140
million people. The program should move to a “wholesale€’ raher than “retail gpproach.”
Agribusiness faces a number of market impediments, distortions and market fallures. Probably
the greatest impact from a future program would be andytica research and USAID pressure to
change government policy and regulatory condraints that ham the agribusness sub-sector. A
future program could dso work to support inditutions that service agribusiness such as
commodity and trade associations, private sector busness sarvice firms, and private testing
laboratories.

D. EVALUATION WORK PLAN

This appendix describes how the evduation was carried out and it provides a schematic of the
evauation process. It reviews the project purpose and then explains the evauation methodology
and work plan implementation schedule.

The evauation will assst USAID Bangladesh by:
Providing an assessment of the project’'s impact in relation to the project’s purpose and

expected results.
Recommending possible ways, if any, the project might broaden its impact before it ends
in 2005.
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Helping USAID asiit devises future agribusiness programming srategies.

The USAID Misson provided the evauators with an extengve collection of documents on
ADTP | and Il and reports on agro-business issues. The team will collect further documentation
from ATDP Il and the inditutions and firms that have recelved assstance. The documents will
be andyzed by the evauators to identify dgnificant issues and redionships.  However,
documents often fal to tdl the complete story s0 interviews will be conducted with key
stakeholders (Interview Guides are at the end of this paper).

The project concentrated its attention on five priority sectors dong with several other programs.

Agro-business improvements were to be achieved by a number of interventions and the most
important were: business development services provided to firms, efforts to improve the policy
and regulatory environment; support to agro-business associations and supporting ingtitutions,
and credit. The inputs and sectors can be viewed as a matrix where the impact of each input on
the sectors can be assessed . The tasks of assessing each input and each sector have been divided
among the team members.

ATDP-II Matrix of Sectors and Assistance Approaches

Financeand | Associations Policy and Business Services
Credit and Supporting | Regulatory provided to
Ingtitutions Reforms Firms

Poultry

Grans

Fin Fish
Shrimp, SSOQ
Horticulture
Livestock, Dairy
MBA Program

Both key-informant interviews and group interviews will be used.  There will be a process of
“triangulation,” with the same questions posed to project Saff, service inditutions and severd
beneficiaries. In most cases Smilar patterns and experiences will be identified. When the same
experiences, program results or problems are heard from a large enough sample, the corrdation
among respondents is srong and it will generate vaid findings. In other cases, without a strong
pattern, the evauaion will not be ale to make findings. The findings will be andyzed and the
most important issues will be developed into recommendations. The evduators will then present
the pros and cons for each recommendation and describe dternative approaches. The
recommendations will be specific to what can be done over the next 10 months (to the end of the
project period) and what might be considered for future programs and for USAID’s SO-5.

Thedaily Work Plan Schedule

Jan. 7 U.S. team members gether in Washington for document review and planning

Jan. 10 Background document review and planning continue. Depart for Bangladesh

Jan. 11 In trangt
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Week one

Jan. 12 Arrive Dhaka. Meet a 9 am with HB Consultants on logisticsand ATDP |1 staff
at 1:30 to review project performance

Jan. 14 Meet with USAID Enterprise Development Divison a noon.

Jan. 15 Meet with HB Consultants on logistics and evauation team organization. Set up
appointments with producers, exporters, etc. Start interviews and meetings.

Jan. 16 Two sub-teams collect data

Jan. 17 Déliver and discuss work plan with USAID at 2pm..

Jan. 18 One team collects datain Dhaka. Other team departs for Bogra for field data
collection. Weekly meeting with USAID

Week two

Jan. 19-20  Onefield teamisin Bograto collect field deta. Other team collects data from
firms and inditutionsin Dheka
Jan, 21-23  Eid holy days. No data collection Team darts preparing analyss

Jan. 23 Evening. Evduation team meeting to discuss and identify prdiminary issues and
findings. Team members sart on drafts.

Jan. 24-26  One sub-team callects fidld datain Kulnaand onein Chittagong and Nohakali.

Jan. 27 Two sub-teams work on their analysis and prepare draft sections of their reports

Jan. 27 Meet with USAID/EGFE-ED for weekly progressreview

Jan. 27 Team members complete first drafts and submit their reports to team leader

Week three

Jan. 28-30  Team members collect data and work on draft reports

Jan. 31 Team members complete andys's and submit final drafts to team leader

Feb. 1-2 Team leader drafts report. Team members collect and andyze data.

Feb. 3 Weekly mesting at 3 pm with USAID to discuss preliminary draft report. USAID

offers suggestions and corrections. Draft presented to ATDP gtaff for comments
Feb. 4-5 Evduation put into find draft.

Feb. 6 Provide ADTP Il with a briefing a 10am. Find USAID briefing at 2pm.

Feb. 6 Evaluation team departs Dhaka

Feb. 15 Team leader completes and submits find report to Development Associatesin
Washington.

E. L IST OF CONTACTS

Those interviewed as pat of the evauation of the Agro-based Industries and Technology
Development Project |1

USAID, NGOs and Other Donors

McDonad Homer, Team Leader USAID Bangladesh Enterprise Development

Allen Fleming, Director, USAID Office of Economic Growth, Food and Environment

Syed Abu Motahar, USAID Bangladesh Program Mgt. Specidist, Enterprise Development
Robert Wong, American Embassy Dhaka, Political and Labor Affairs officer

Duncan King, Rurd Advisor, U.S. Department for International Devel opment

Arun Kumar Saha, Project Officer, Agric. and Natural Resources, Asan Development Bank
Prashanat Rana, Generd Manger, Katalyst (donor funded business services NGO)
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Harvey Demaine, Extenson Advisor, DANIDA Greater Noakhai Aquaculture Extension Project
Resad Alam, Program Manager, DANIDA Greater Noakhdi Aquaculture Extension Project

Nancy Rockd, IWID Felow, USAID Office of Women in Development
Peter Davis, Director, USAID Greater Accessto Trade Expansion Project, DTS, Inc.

Marcelline White, Deputy Director, USAID Greater Accessto Trade Expansion Project, DTS

William Derrenger, Managing Director, WebeX Ltd.

Mostafa Nuruzzamen, Director, Shushilan, a voluntary development organization, Khulna
Sharidul Idam, Director, UTTARAN, asocia development organization

Syed M. Altaf Hussain, Cargill Company (ATDP sub-contractor) and W&W grains

A. Imran Shauket, Country Director, IRISUSAID JOBS project

Darrel Deppert, Chief of Party, Winrock International

Akma Hossain, Hortex Foundation

Md. Khaza Mohiuddin, Director Jagarata Juba Shangha, Khulna

ATDP Staff

Ron Gillespie, Chief of Party

Syed Masarrat Quader, Specid Assistant to the Chief of Party

Charles Bdll, Senior Vice President, Louis Berger Group, Washington

Nii Akwei Acquaye, Senior Agribusiness Director

DineshChandra Panday, Agribusiness consultant

M. A. Hossain, Team Leader, Aquaculture

Magor Manzoor Ahmed, Director, Shrimp Sed of Quality

Ashek Mahfuz, Horticulture and Grains Consultant

M. Nurul 1dam, Aquaculture Consultant

M. A. Rafig Sarkar, Chittagong Regiond Agribusiness Manager

Andrew Pdma, Chittagong Regiond Agribusiness Consultant

MD. Kudrat- E-Kabir, Khulna Regional Director, ATDP-Shrimp Sed of Qudity
Glen Beiber, Khulna, SSOQ

Brig. Sharif Uddin Ahmed (ret), Land O’ Lakes

Rob Ways, Fidd Representative, American Center for Internationa Labor Solidarity

Businesses Who Received ATDP Assistance

Maoshiur Rahman, Maneging Director, Paragon Group (poultry)

Manzoor Elahi, Chief Coordinator, Paragon Group (poultry)

Kazi Zahin Hasan, Director of Kazi Farms (poultry)

Syed Towid Hossain, Generd Manager of Kazi Farms (poulltry)

Md. Mosaraf Hossain, Famous Bread and Confectionary

Mizanul Hoque, Director, Doyd Agricultura Industrid Complex (maize contract farming)
ASMK Bashar, Director, Excel Feed Ltd., (chicken feed)

ManzurElahi, Chief Coordinator, USHA Poultry

Monowara Hakim Ali, President, Chittagong Women' s Entrepreneurs

Md. Harun ur Rashid, Deputy Managing Director, Coastal Sea Food, Chittagong
Kamaruddin Ahmed, Director Fish Preservers, Ltd., Chittagong

Igbal Dada, Managing Director, M.M. Agha, Ltd., Chittagong

Nurua Idam, Generd Manager, M.M. Agha, Ltd., Chittagong

Ayesha Dada, M.M. Agha, Ltd., Chittagong

Md. Rashed Igba, Managing Director, Igba Poultry Complex, Chittagong

Md. Issa Gazi, Gazi Fish Culture Ltd., Khulna
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Md. Absar Hossain, Manager, Northern Hatcheries, Ltd. Bogra

Anowarul Karim Duld, Exec. Partner, Tropicd Building Technologies, SAI Hatchery, Bogra

Md. Shahjahan, Managing Director, Progoti Fish Limited, Khulna

Md. Elias Hossain, Director, International Dept., Nadim Seed Company

A. Kaeque Sarker, Chairman, Oriental Fish Processing & Culture, Ltd., Khuna

Md. Masudur Rahman, Director, Fresh Foods, Ltd, (shrimp and fish)

Mudlem A. Choudhury, Strategic Planning, British American Tobacco

Md. Aynul Huda, Generd Secretary, Gold Chingn ‘O’, Matshya Chashi Maik Samabay Samity,
Phulpur, Mymensingh

Md. Rofiqua Idam, Pres., Motoso Pona Baboshahi, Kollayan Samity, Phulpur,Mymensingh

Md. Isr&fil, Group Leader, Poly-culture Group of Phulpur, Mymensingh

Md Khairul Idam Sarkar, Managing Director, Ided Food Products, Mymensingh

Shahidul Hasan Khoka, Bogra Farming Complex

Supporting Ingitutions and Associations

Carmen Lamagna, Vice Chancdlor, American International University of Bangladesh
Tashfeen Hussain, School of Business, American International University of Bangladesh
Sheikh Enayet Ullah, Additiona Secretary, Minigtry of Agriculture

Md. Harun-Ar-Rashid, Executive Director, Agriculturd Advisory Society

Dr. Mahmudul Karim, Executive Director, Bangladesh Shrimp Foundation

Syed Mahmudul Hug, Director, Bangladesh Shrimp Foundation

Safuzzman Chowdhury, Presdent, Chittagong Chamber of Commerce and Industry

S.M. Nurua Hoque, Chittagong Chamber of Commerce and Industry

A.B.M. Sarwar, Director, Bangladesh Fertilizer Association

M. Amjad Hossain Tguma, Director, The Federation of Bangladesh Chambers of Commerc
MD. Akma Hossain, Managing Director, Hortex Foundation (horticulture export development)
Meshahuddin Mahmood, Deputy General Manager, Hortex Foundation

Malik A-As-Saqui, General Manager, BRAC

MD. Sadequl Idam, Program Manager, BRAC vegetable exports

Motiur Rahman, Senior Executive Vice-president, Prime Bank

Government of Bangladesh

Nital Das Saha, General Manager, Ag. Credit Dept., Bangladesh Bank (ACF manager)
Naser Uddin Ahmed, DG GOB Department of Fisheries

Mukama Hossain, Director of Quality Control, Department of Fisheries

MD. Abdul Aziz, Former Chairman of the ATDP-11 Coordinating Committee
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F. INTERVIEW QUESTIONNAIRE GUIDANCE

Guidefor interviewswith agribusinesses. NOTE: Thisisaguide, not a questionnaire.

INTRODUCTORY STATEMENT: We are part of a 4-person team that is evaluating
Bangladesh Agro-based Industries and Technology Development Project (ATDP 11). The
current project runs through 2005. USAID has asked us to review the project and to
consider future options. We would appreciate your insights.

Sector: [graing]|[horticulture] [shrimp][aquaculture] [ poultry][livestock][other.. ]
Organization name, address, email/telephone:

Dateltime of mesting:

Present at the meeting, names and effiliations.

1. Wha is the higory of the busness? What agriculturd inputs, outputs, or services has the
organization provided, with specid attention to the last 5 years?

2. Wha is the current Sze of the enterprise in annua sales, turnover, number of employees,
members, etc? How has this changed over the past decade?

3. How do you source your products? How many suppliers do you have? How do you identify
your suppliers (advertise, word of mouth, ec)? Is access to supplies a condraint in your
business?

4. How do you market your products? How many buyers do you have? How do you make
contact with buyers (advertise, word of mouth, etc)? Is access to markets a condraint in your
business?

5. In the area of agricultural technology, where do you go for information? Are you aware of
technology tha is availadle in other countries, but not in Bangladesh? If so, why is tha
technology not available in Bangladesh?

6. Wha are the medium term gods or objectives of the organization? What are your plans for
the next severa years? New markets? Different technology? More sales? Etc.

7. What are the mgjor technica or non-technica factors— if any — that are holding you back?

8. Has the organization ever been aclient with ATDPII?If so:  Dates

Describe ATDP sarvices used: what services, co-payment, number of ATDPII and business staff
How important have these services been for you? If ATDP were not there, where would you go
for these services?

0. What haven’t we covered that you would like to tell us?
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Guide to interviews with agribusinesses associations. NOTE: This is a guide, not a
guestionnaire.

INTRODUCTORY STATEMENT: We are part of a 4-person team that is evaluating
Bangladesh Agro-based Industries and Technology Development Project (ATDP 11). The
current project runs through 2005. USAID has asked us to review the project and to
consider future options. We would appreciate your insights.

Sector: [graing]|[horticulture] [ shrimp][aguaculture] [ poultry] [livestock][other.. ]
Organization name, address, email/telephone:

Dateltime of meeting:

Present at the meeting, names and afiliaions

1. What is the higory of the association? What services have you provided, with specid
attention to the last 5 years?

2. Wha is the current Sze of the associaion: number of members? Annua membership
fees? Annua gross budget? Staff? Etc.

3. What are the medium term gods or objectives of the association? Expanson of members,
contacts with other organizations, new services, etc?. Please give some relevant details.

4, How do you recruit members? Why do members join? Are they mostly interested in the
asocidions assstance with technica advice, market information, contacts with government or
banks, etc? Please give some examples...

5. Are there other associations in the industry that compete for the same members? What %
of the indudtry isin your association, and what % in each other organization?

6. What are the mgjor issues that you have had to overcome as an association?
7. What are the mgor difficulties— technicd or non-technicd — that are holding you back?

8. Has the organization ever been aclient with ATDPII? If s0:

Dates:

Describe ATDP sarvices used: what services, co-payment, number of ATDPII and
business g&ff, etc:

How important have these services been for you?

If ATDP were not there, where would you go for these services?

0. What haven't we covered that you would like to tell us?
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G. ATDP STAFF COMMENTSON THE EVALUATION FINDINGS AND THE
EVALUATOR’' SRESPONSE TO THE COMMENTS

To make sure that the evauation covered al key issues and to double-check for omissons, the
Louis Berger ATDP project staff was asked to review this evauation report. In the attachment to
this summary they:
- |dentified some data errors and missing information (which have been corrected).

Pointed out the successes of he program and argued that some of the project problems

were not redly problems.

Expressed concern that the success of the Shrimp Sed of Quality program was not

adequately recognized.

Argued that the present project gpproach should not be changed in the future to one that

concentrates on agribusiness policy and regulatory reforms.

The evauation cited the achievements and success of the project. The successes were great but
there were a few problems and the evaluation cited two. As ATDP project staff agreed, the
livestock/dairy sub-sector had serious problems.  In addition, while efforts to improve qudity
are important, the Shrimp Sed of Quality has not been used by any exporter. The andyss was
based on extendve interviews with shrimp processors, exporters, foundations and the
government.  All agreed that after two years there was 4ill a lack of agreement among
dekeholders on what the Sed of Quality should cover and different opinions on whether it was
needed. While the project hopes to get agreement among dl parties and certify some exports in
2005, s0 far no exports have been cetified.  And findly, project staff thought the present
approach, which concentrated on business development services was most effective. They saw
no need to change the emphasis to one which concentrates on the need to reform inappropriate
government policies and regulations.

The evdudion Terms of Reference asked for andyss of project peformance to date,
recommendations on what to do during the lagt 10 months of the project and what future program
approaches to condder after the current project ends in 2005. ATDP saff suggested that there
should be more analysis of the past ATDP Il program. But this was not a project performance
evaduaion. It was primarily drategic and forward looking. While the evauation andyzed past
ATDRP Il ativities to learn what worked well and what did not, in order to look to the future, it
could not go into extendve andyss of past programs. This was only a three-week evaludion. It
needed to look a the past in order to recommend a few minor adjustments during the last months
of the project and to identify strategic approaches for 2006 to 2010.

Sections 5 and 6 of the evaudion provided three suggestions for a future agribusiness program:
() inputs and technology, (2) business development services and (3) efforts to improve the
busness environment. The business development services modd (#2) is close to the current
ATDP Il approach and the evaudtion text included an extensve discusson of present and future
prospects for that approach. It then described approach #3, which is designed to improve the
busness environment by working to change inappropriate government policies and regulations.
The evauation lad out the reasons for each approach and why approach number 3 was a
particularly effective way to ded with the problems facing the agribusiness sector.
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The next section provides key comments from ATDP daff. For each section there are comments
from ATDP daff followed by severd specific questions. After each question the evduators
provide their answer. For reference, the attachment page number for each comment is listed and
the full list of ATDP comments are & the end of this annex.

1 ATDP says the program was very successful, with few problems. The evaluation
should emphasize the successes. The evaluation should have done a more in-depth
technical analysisof ATDP Il programs.

ATDP sees the Agribusiness MBA as a Business Development Service gpproach. ATDP says
the MBA fits in directly with ATDPs objective of promoting enterprise development in the
agribusiness sector (p. 11). ATDP dissgrees with the evdudion finding that the MBA
agribusiness program does not bear any direct linkage to ATDP programs. The role of
universities is critical to the success of the agribusiness sector (p. 10). The evaluators note that
no one questions the value of the Agribusiness MBA. The evaluation said that the MBA
program was needed and that it was effective and academically sustainable. The long-
term benefits are clear. Within 5 to 10 years many of the MBA graduates will be in high
level positions at agribusiness firms.  But the evaluation noted that ATDP Il is primarily
following a Business Development Service approach of heping individual firms and
industry association. Improving national manpower skill levels is several steps removed
from a Business Development Service approach. There is nothing wrong with ad hoc
approaches or activities that were not in the original project scope of work. The evaluation
recommends that after the ATDP Il ends, USAID decide how an MBA program would fit
within its new agribusiness strategy.

“ATDP asks if the evduators agree with the decisons to invest more in freshwater aguaculture.
If s0, how should this sub-sector is structured in future programs? ~ What were the strengths and
weaknesses of ATDP II's aguaculture activities? Page 2. ”  The evaluators note that ATDP
saff may have misunderstood the purpose of this three-week evaluation. ATDP has major
programs in five sub-sectors and also supports activities in seven other areas. A thorough
freshwater aquaculture technical evaluation would require a week of work by an
aquaculture technical expert. [f smilar evaluations had been done for each of the other
four ATDP Il sectors and seven activities, it would have required additional specialized
technical staff and significantly more time. That was not the purpose of this evaluation and
it was not in the evaluation scope of work.

Although the evaluation cannot answer the question of what to do in freshwater
aquaculture, it can list the questions the project needs to answer. Whether and how to aid
that sector is a good question. Much of the activity is going to be in small-scale businesses
(farmers with fish ponds). Options for aid include (a) assstance with production
technology, including how to boost production per hectare of fish ponds; (b) assstance with
production technology for hatcheries and feed mills, including avoidance of in-breeding; (¢)
setting pesticide residue limits and other standards for fish quality in domestic markets; (d)
promotion of private tests to ensure quality in the market. |If there is interest in
traceability for foreign markets, there should be rigorous economic analysis of what the
costs and benefits might be for Bangladeshi producers.
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ATDP asks for andyss of the ACF Development Fund that was used to support ATDP I
activities (p. 3).

The management of Agribusiness Credit Fund-DF funds was potentially weakened at the
outset when USAID and GOB disagreed about the Project Proforma, which does not
coincide with the Contract. An annex to the Project Proforma describes how ACF-DF
funds are allocated to project activities; most of the funds are designated as matching
grantsbased on what isdonewith USAID funds. This appearsto have worked.

The evaluators interviewed ATDP staff to gain a better understanding of the Fund. They
learned about the administrative burdens of budget management and record keeping. The
evaluators were told that the money was used to support ATDP Il training, technical
assstance and related assstance. The evaluators understand that the ACF-DF funds
supported project activities that the evaluation examined such as business support services.
In additional, ACF-DF funds have supported several degree programs and travel for
government officials which we were not examined.

2. ATDP Il is proud of the Shrimp Seal of Quality (SSOQ) and views it as a successful
trend setting activity for the future of Bangladesh, as well as other countries as they shift
from improving food production to food quality (p.3). It has also done work on freshwater
aquaculture.

ATDP Il has been waiting for the evaduation report to findize decisons regarding the future of
SSOQ whereby it can maximize its impact on Bangladesh's shrimp industry.  How should SSOQ
be implemented in the future? What are the consequences of each option? How will SSOQ be
funded? What are the ways to best sustain SSOQ? (p. 3-4)

The question of what to do with SSOQ demonstrates a key problem: the lack of a clear
path forward despite several years of high profile support for the concept.

If SSOQ is a third party voluntary certification, then it should belong to a private
organization independent of the government, any industry body, and any importer. |If it
part of the government or under the control of the industry there is the possbility of
conflict of interest and corruption. SSOQ could be placed with a for-profit or non-profit
organization. Here are some questionsto guide a solution:

(@ Who will sit on the board? At least some should be important people, with reputations
to defend. They should be trusted and knowledgeable about product testing and/or shrimp,
but they should not be major players in shrimp trade, industry associations, or
government. Maybe a mixture of young and old academics and scientists from universities
and resear ch ingtitutes could be involved.

(b) What revenue will the organization have for the next several years? If the proposed
organization is to be independent and have meaningful independence, it is probably going
to have to make money on product testing or something besdes SSOQ certification for
some years. The organization may also make some money from contracts with ATDP |1
and other projectsto certify or test shrimp or other goods.

() Whether or not one wants to put the PCR lab into the same organization that offers
SSOQ certification is a question to be addressed. To protect the PCR lab, it might be best
to keep the two separated. There appears to be a market demand for testing larva, so that
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should be set afloat in an organization with the best possible chances of survival. But SSOQ
certification may not have a market, or may be controversial in a way which damages the
organization which owns SSOQ.

Here is what the evaluation recommends: The project as soon as possible: (a) drafts a plan
to sdll or give the right to offer SSOQ certification as a commercial service to a private for
profit or not-for profit organization within a month of USAID and GOB agreement; (b)
drafts Terms Of Reference on rights and responsibilities for the project to subcontract that
organization to certify processes and products during the life of the ATDP project; and (c)
presents these plans to USAID and the GOB project committee. The evaluation
recommends that control of the PCR lab and control of on-farm demonsrations be
separated from theright to offer SSOQ certification to avoid any conflict of interest.

Any change is likely to involve political disagreements between the Ministry of Commerce
and Ministry of Livestock and Fisheries. The project needs to make a proposal that allows
the project to get out of these fights. If USAID expects its future program to be in the
shrimp sector, it might want to talk with the government to move the process forward.
The success or failure of SSOQ does not mean the success or failure of quality shrimp
exports, and does not mean the success or failure of ATDP I1. It isimportant for ATDP 11
and USAID to make clear their position about SSOQ, and then to leave SSOQ fights to
others.

ATDP reports that The SSOQ program has been endorsed by the Prime Minister and in June
2003 she ingructed the Department of Commerce to inditutiondize it.  That shows there is high
level support for the program (p. 5).

If, as ATDP says, thisis a third party voluntary certification offered on commercial terms,
why is the involvement of the Ministry of Commerce and the Prime Minister important?
Doesn’'t this confuse the issue by making it a government directed program? If SSOQ is
politicized, that does not make it commercially viable. The project can demonstrate
support from the Prime Miniser but doesn’'t it need to demonstrate support from
Bangladesh processors and even mor e important, from foreign buyer s?

SSOQ is being usad to test and certify PL shrimp and will be used to certify at least 1000 MT of
export shrimp in 2005 (p. 8).
Testing PL shrimp stands on itsown; it is cost-effective.

3. The evaluation recommended that future programs concentrate on agribusiness
policy and regulatory reform.

ATDP notes tha the evaduation recommendation is fundamentdly different from that which
ATDP has followed. While paying atention to both policy reform and industry associaions,
ATDP has dso amultaneoudy worked with firms because it believes that an integrated, holigtic
hands-on approach is required (p. 11). One of ATDP's main policy tools was ‘transaction-based
policy andyss’ where condraints to transactions that impede the agribusness supply chain
became the focus of policy reform initiatives This gpproach gave policy andyss a didinctly
precticd orientation and has focused on red-world solutions that prevented our clients from
increasing sales, exports and employment (p. 14).
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The evaluators note that a holistic approach is fine, but that was not the case for ATDP I1.
Except for the semen straws, analytical policy analysis based on a strong economic base has
been very limited. ATDP Il efforts have been at the level of the business firm, with
industry associations playing a minor role. The question is --- should this same approach
be used in future USAID programs? The evaluation found that inappropriate government
polices and regulations are a major impediment to new inputs, new technology and new
products. They could be the focus of a new USAID program. It is also important to note
that the evaluation is talking about a future USAID program and not criticizing ATDP for
its past program. ATDP was very effective with its Business Development Services---the
evaluation recommendsthat a policy approach betried in thefuture.

ATDP points out while only some 300 firms recelved assstance they were successful and some
hold a large market share. A more baanced summary would view the recipient firms in terms of
market share and would include members of industry associations. (p.2) The evaluation found
that ATDP Il was very successful at working with a number of firms and a few industry
associations have shown promise. Several firms have grown to be leadersin their field and
control an important market-share. One could ask if the project favors concentration,
what are the costs and benefits of concentration and is it the best way to encourage
technology change and competition.

But even if concentration is not a problem, the fact that only 300 firms are served in five
years needs to be put in the Bangladesh context --- there are several hundred thousand
agribuginess firms. There are also a number of new and promising crops, products and
export markets. A new project could work for another five years with another 300 firms to
identify new firms and new products. Based on the success of ATDP 11 it would likely
identify a number of winners and help them grow. But is that the best way to accelerate
agribusiness growth throughout the economy?

Firms appreciate ATDP 1l services and advice that is tailored to their specific needs.
However, they are in a competitive environment and do not want to share their new
knowledge with their competitors. Under ATDP |l codt-sharing, they paid part of the cost
for the services. Many view the advice as proprietary and do not want to give it to their
competitors. If that is the stuation, then the good work done by ATDP 11 is not replicated
throughout the industry. The benefits are limited to one firm. The question is whether a
firm-level approach of using business development services is the way to proceed in the
future.  The evaluation suggests that efforts to solve sector wide problems, such as
inappropriate government controls and regulations, along with development of fee-based
business service firms and effective business associations might be a better approach to
reach morefirmsand to have a greater impact.

Rather than criticize ATDP Il for not addressng other agriculturad production policy issues, the
evauation report could better serve the project and future programs by examining the semen
draw case in detal. We bdieve tha ATDP Il gpproached the need for imported semen in a
gystemdtic andytica way as recommended by the Evaluators. Why then has GOB not adopted
the recommendations? (page 2)

The first point is that the evaluation is not criticizing ATDP. It islooking forward to future
program choices.
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Quantity and quality of policy analysis and advocacy is something the project can contral.
The project cannot control policy change, since that depends on decisons in ministries and
sometimes even in Parliament. Such changes depend on many factors beyond the project’s
control.

The project’s initiative to relax controls on imports of semen straws demonstrates some
srong and weak points about how to stimulate policy change. The initiative followed a
review of sector activities. The proposal was presented in several short papers, with
economic analyses demonstrating a value to the country from the proposed change. There
were, at the same time, several weaknesses. The request for policy change did not exactly
target government restrictions, asking specifically that the government allow private
import of semen straws subject only to government controls to prevent import of diseases.
The paper included other minor and potentially distracting issues. Also, the paper
presenting the analysis could have been better presented, so that it could be published or
otherwise circulated; the audience for such a paper when one is asking for policy change is
not only the specific government bureaucrat receiving the request but also people in the
industry, agricultural economists throughout the country, donor experts, etc. When a case
is made, the bureaucrat who receives it may disagree, but that should in no way kill the
request. It should have life wherever someone can read the policy brief and recognize the
validity of its argument. The proposal then stays in circulation for years, and reform may
be achieved when other s who have been educated by the paper push the argument anew.

Following are the verbatim comments we received from the members of the Contractor team
from the Louis Berger Group (LBG) that isimplementing ATDP-11. The are from:

1 Ron Gillespie, Chief of Party

2. Charlie Bell, LBG Vice Presdent.

3. Masarrat Quader, Assessment Team Representetive
4, Nii-Akwel, Agribusiness Director

5. Nazrul Idam, Director, Government Relations and Policy
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1. ATDP COP Comments on the Evaluation Report

ATDP Il d&ff’'s view of An Evaluation of Bangladesh ATDP Il Project (The Report) @n be
summarized asfollows

A commendable job of looking a a number of different issues given the short period of
time.

The Report seems to reflect a genera lack of undersanding of the breadth and
complexity of the ATDP Il project and SSOQ in particular.

The Report's mgor omissons such as fresh water aguaculture and erroneous facts and
misstatements especialy regarding SSOQ greetly undermineits vaue and credibility.

ATDP 11 does not agree with many statements and findings of The Report.

The Report does not meet ATDP I’ s expectations. Were our expectations realistic?

Commendable Job:

Given the short period of time, the evauation team did a commendable job of looking at
a number of different issues, sub-sectors and program initiatives. During the Team's 24
days in country, there were four nationd holidays, one US holiday, 6 to 8 days of
weekends and five days of hartal!!!

Lack of Understanding:

Page 2 — 5. Section 2. Agriculture, agribusiness and the ATDP Il program, The
Transformation of Bangladesh’s Agricultural Sector, Agricultural Production.

The focus and tone of the An Evaluation of Bangladesh ATDP Il Project seems to be
edablished in Section 2. Section 2. offers an informative hisory of Bangladesh's
impressve agricultural production and reviewed ATDP |, but bardy mentions
‘agribusnessor ATDPII"!

We anticipated that ATDP Il would be viewed and evauated within the context of
Bangladesh’'s new era of agriculture and ATDP Il Contract's scope of work:  For
example,

Focus would be on agriculture processing not agricultura production.

Concentrate on food qudity improvement not on increasing food quantity.

ATDP 1l was concerned with gran dryers not single super phosphate fertilizer
technology.

Review quality control labs in bakeries to determine gluten and protein values rather than
introducing new varieties of whest.

Focus on new horticulture preservation technologies were ATDP II's focus not the
introduction of new potato varieties.

Discuss the emerging blue revolution versus past green revolution.

Doing business plan analyses versus macroeconomic analyses.

Omissons

Page 20: Freshwater Aquaculture;
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The Report understandably addresses SSOQ and sdt water shrimp in consderable detail.
We had expected however that it would provide much more atention and guidance to
developing freshwater fish and shrimp.

The Report recognized the sub-sector's importance on page 20 when it Saes that
Bangladesh has ‘an excdlent base for freshwater aguaculture that ‘contributes roughly
23 percent of agriculture GDP and 6 percent of totd GDP and employs 13 million people
full-time and 12 million part-time’

During the last haf of the project ATDP Il dlocated a greater percent of its resources to
freshwater agueculture.  Similaly AID and other donors are investing heavily in fish
projects. Do the Evduaors agree with the decisons to investment more in freshwater
agquaculture? If so how should this sub-sector be Structured in future programs? What
were the strengths and wesknesses of ATDP I1I’s aguaculture activities?

Exports:

Exports are a mgjor target of ATDP Il as well as other AID projects. By emphasizing
shrimp ATDP Il will not only meet it export target but will likely exceed it. Was this a
correct decison as it Sgnificantly affected the ATDP Il project? Wha commodities
should ATDP Il and AID concentrate on in the future? ATDP Il in its export unit
focused on the Bangladeshi Diaspora market? Is this the best way? Wha geographic
markets should be targeted? The Seven Ssters? East and southeast Asia? India? Europe?

Erroneous Facts, Findings and Misstatements:

Page 9: 5. Recommendations for an agribusiness strategic approach

The Report concludes on page 9. that ‘by concentrating at the firm leve, problems were
identified, solutions devised and results achieved. While the benefits are important for
each firm that gets support, only some 300 firms and 4,000 farmers received assistance.’
A more baanced summary would view the recipients firms in terms of market share and
would include members of industry associations. For example ATDP |l assged firms
representing 65% of dl the chicks hatched in Bangladesh, 20% of al livestock feed
produced; 50% of all baked products and 50% of superstores.

Expectation Shortfdls:
Pages 24-25. Policy Reforms:

The Report addresses policy reforms in consderable detail. On page 25 it dtates that
‘Adde from control of semen straws for dairy cattle, the project has not addressed smilar
regulatory barriers to agricultural technology introduction eg.  controls on introduction
of new wheat varieties, potatoes, rice, jute, and sugar cane’ and ‘the government has
banned imports of sngle super phosphate fertilizers which is an established technology.”
Later on page 26 under Future program choices the Report concludes that ‘If a project is
able to demondrate the vadue of good policy anadyds during industry didogue with
bureaucrats and poaliticians, this should not only promote good policies, but could aso
simulate industry associations to improve their professona and anaytic capabilities.
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Rather than criticize ATDP Il for not addressng other agricultural production policy
issues, The Report could better serve the project and future programs by examining the
semen draw case in detal. We believe that ATDP Il gpproached the need for imported
semen in a sysematic anaytical way as recommended by the Evauators. Why then has
GOB not adopted the recommendations?

Was it due to failure to establish good will?

Dueto limited economic and policy andyss?

Because it was based on client interaction?

Failed to promote client competitive markets?

Failure to consult with macroeconomists?

Deialed andyds of the semen import policy case would be very useful for policy
activities before and after ATDPI.

Page 27-29: G. Agribusiness (sc) Credit Fund

The Report's findings regarding the Agriculturd Credit Fund appear to be accurate,
however management of ACF is AID and GOB’s concern not ATDPI.

What would be of vaue to ATDP Il would be an anayss of the ACFDF funds that were
used for project activities. How best can a project be managed when it is funded by two
different donors (AID and GOB) and beholden to two different contracts with two
different sets of target and objectives and two different sets of accounting and reporting
systems?

SSOQ Errors, Misunderstandings and Expectation Disgppointments:
Page 7-20: SSOQ Sections

The Evauation Team did as we expected: they spent a consderable amount of time
examining the Shrimp Sedl of Quality program. ATDP Il is proud of SSOQ and views it
as a trend sdting activity for the future of Bangladesh as well as other countries as
development shifts from improving food production to food qudity.

ATDP 1l has been waiting for The Report to findize decisons regarding the future of
SSOQ whereby it can maximize its impact on Bangladesh's shrimp industry. How
should SSOQ be implemented in the future? What are the consequences of each option?
How will SSOQ be funded? What are the ways to best sustain SSOQ?

The options under consderation include:
- Transfer SSOQ to afollow-on AID or other donor project.
Transfer SSOQ into the Ministry of Commerce's SOQ program.
Transfer SSOQ to Department of Fisheries.
Trander SSOQ to an industry association like Bangladesh Shrimp Development

Alliance.
Trandfer SSOQ to an international buyer such as Darden or Wa-Mart as is done in
garment industry.
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Transfer SSOQ to a private quality control company like SGS.
Create afor-profit SSOQ.

Create a non-profit private SSOQ entity such asatrust.
Terminate SSOQ.

Each of these options needs to be evauaed in tems of impact, sustanability,
management and politics.  The compostion of SSOQ in terms of cetification, pond
demondirations, fry production and so forth need to be consdered. Underlying the
options are key questions regarding how SSOQ should be funded and how to mantan

SSOQ'sintegrity and credibility.

In sum The Report made a good dart in addressing SSOQ but provided limited andysis
and far too few answers to our quedions. Ironicdly a mgor concluson and
recommendation on page 10 is that SSOQ “clear the air for everyone involved --- donors,
government, processors, farmers and labor --- and to move forward, so the project could
expeditioudy darify which organization will “own” the sed dfter the project ends” We
agree with this recommendation but had hoped The Report would assst us clear the air!

The Evauaors not only misunderstood that SSOQ is to be a voluntary third party
organization but that it proposes to certify a process not inspect a product like the DOF.

The Report recommends on page 10 the project de-emphasize the Shrimp Sed of Qudity
and ingead concentrate on controlling White Spot Virus and improving the way farmers
manage their shrimp ponds.  The reasoning for terminating SSOQ are based on (1) DOF
and processor opposition to SSOQ; (2) DOF certification systems are dready in place
(3) exporters have their own rdaionships with buyers (4) limited amount of time
remansin project; and (5) there are other ways to certify than SSOQ.

Although this recommendation could be viewed as an easy solution:
1. It is a odds with the Prime Minister's view as she has publicly supported SSOQ and
directed the Ministry of Commerce establish a SOQ unit in June 2003.
2. Problems with shrimp exports have increased not decreased in the last year in spite of
DOF singpection and exporter relationships with buyers.
3. Teminating SSOQ would likdy send a very negaive message to importers and
government regulators and reinforce Bangladesh’s most corrupt nation status.

SSOQ Errors and Misstatements:

p. 7. Statement: The Sedl of Quality has not been used and there is a lack of support for
the program.

Facts: SSOQ is being used to test and certify PL and will be used to cetify at
least 1000 MT of export shrimp in 2005.

Prime Miniger Zia has adopted and promoted the SSOQ by citing it as an
example in public gatements and inditutiondizing it in the Department of Commercel

p. 7 — Staement: “...implementation has not gone smoothly....The Sed of Qudity has
not been used and there is a lack of support for the program.” implies dmost complete
nonperformance.
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Fact: SSOQ has been criticd to providing a vison and to getting dl the
paticipants in the vaue-chan to tak about issues and future initiatives (this had not been
done before in the industry).

SSOQ is very much like a competitiveness program in which it is a long process,
one that will require identifying indudry leaders one tha will require public-private
sector didogue (which in Bangladesh has never occurred).

P. 10 Statement: SSOQ “was not well conceived”.

Fect: This section overlooks dl the entrenched interests and difficulties in
promoting competitiveness in any sector in any country. This paragrgph dong with the
annex andyss implies that the preferred route should have been to support government
testing labs, and only focus on White Spot Virus and production issues. What we have
been trying to do is a long, messy, complicated process, but that is what serious reform
and compdtitiveness initiatives entall. We grongly beieve that even if the SSOQ were
not indituted, the process and attempt has brought about some very good diaogue,
reforms and increased the competitiveness of wha is one of the most important
subsectors in the entire Bangladesh economy.

p. 16. Statement: Shrimp production stagnated at 30,000 to 40,000 tons per year for
nearly 10 years.

Fact: Shrimp production increased from 25,000 MT in 1994 to 45,000 MT in
2004 due to increased acreage of golda production. Badga production declined until
2004 due to disease but increased in 2004 because of SSOQ interventions.

p. 16. Statement: (45 tons goduction from 200,000 hectares of ponds, of which 160,000
hectares are for brackish water and 40,000 hectares for freshwater shrimp)

Fact: 45,000 MT according to DOF were produced from 170,000 ha of ponds in
2004 -140,000 brackish and 30,000 freshwater ha.

p.17, section 1. Statement: (d) advocacy for a sysem of shrimp certification to be
managed by the shrimp industry.

Fact: ATDP has not decided how to manager SSOQ in future however has
decided that shrimp industry with its vested has dreedy diminated.

p. 17, section 1. Statement: This laboratory is currently one of three PCR testing facilities
available to the shrimp industry.
Fact: Four shrimp PCR labs exist of which only ATDP sis operationd.

p. 17: “the concept of private certification by anindusiry body is probably not useful”.

Fact: One has to look a the context in which Bangladesh shrimp indudry is
operating. Bangladesh is ranked as #1 or #2 in terms of corruption. Buyers will not trust
a government certification program....it has to be indusry led in order to have any
credibility. The evauation has not adequately recognized thisissue.

p. 18. Statement: Regulations governing shrimp imports into the US and EU, require that
the shipment must be accompanied with certificates from a government, based on
sampling and tesing of esch shipment for bacterid contamination. In  addition,
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processng factories must be ingpected with attention to environmenta impact and
sanitary practices.

Fact: US and EU require bacterid and antibiotic and other harmful
residues, not environmentd.

p. 18. Effectiveness, efficency, ad sudanability: Statement: Severd PCR tedting
capabilities have been established after ATDP II's lead

Fact: No new PCR testing labs were established since SSOQ opened is lab in
2004!

p. 18. Statement: Project documents describing the SSOQ are not exact about the
additional standards that exports would be required to meet, dthough some documents
mention environmenta, child labor, land ownership, and other issues.

Fact: SSOQ detailed codes comprise 25 pages specifically related to food safety,
traceability, environment, labor and socid respongbility. Food safety codes are
established by government regulators; other codes are determined by shrimp buyers.

p. 18. SSOQ has become a controversa concept, which has been opposed not only by
the government, but aso by influentiad portions of the private shrimp indudtry.

Fact: Prime Minister Zia has adopted and promoted the SSOQ by citing it as an
example in public statements and inditutiondizing it in the Department of Commerce!

p. 18. Some project documents propose that al exports should be SSOQ certified.
Fact: SSOQ has disavowed this dtatement and terminated the individud who
made the statement. SSOQ's mantra is that it is ‘a third paty voluntary certification

program.’

Ron Gillespie, ADTP Chief of Party
Feb 8, 2005

2. Additional Comments By Louis Berger On The ATDP 11 Evaluation

Given the short period of time, the evaduation team did a commendable job of looking a a
number of different issues, subsectors and program initigtives. They put together a questionnaire
template and outline that dlowed them to present findings in a sSmilar, coordinated manner (i.e.
each sub sector/program looked at: @) problem setting and program description, b) program
results and impact; ©) effectiveness, efficiency and sudanability, d) project design and
implementation approach, and €) future program choices).

Given the short period of time, it is often difficult to adequately provide a proper balance and
perspective among accomplishments, targets and issues. The evauation does not fully point out
the difficulties overcome or the dgnificance of achievements tha were made. There is no
mention made of the trade-offs involved in focusng efforts exclusvely on government-led
policy reforms compared with developing some indusiry-led reforms.  There is dso no comment
on the importance of demondration effects and getting lead firms and farmers to adopt new
technologies.  Findly, in the case of the Sed of Qudity program, there is no acknowledgement
of the degree to which the exiging system, based on government-controlled programs, does not
function a dl. The evduation implies that since there are many people opposed to the SSOQ, it

An Evaluation of the Bangladesh 11-27 March 2, 2005
Agro-based I ndustries and Technology
Development Project (ATDP 11)



Development Associates, Inc.

is not a good idea. Our viewpoint is the opposite — that by pushing the SSOQ agenda, even if it
has not resulted in a private certification program, it has forced changes in the industry and
forced a didogue about the industry’s problems and opportunities. For example, recently in
December, the BFFEA (?) held a workshop to discuss the impact and need to address the White
Spot Virus.  This is a fird in Bangladesh where the industry has actudly come together to
discuss this issue. We believe this was motivated, in large part, by the work that ATDP Il and
the SSOQ have been pushing.

More specificdly, we have some specific comments:

p. 7 — Shrimp Seal of Quality program: This section and the accompanying annex needs to be
more detaled and comprehensve. To date “...implementation has not gone smoothly....The
Sed of Qudlity has not been used and there is a lack of support for the program”  implies dmost
complete non-performance. Our premiseis and dways has been:

B SSOQ has been citicd to providing a vison and to getting al the participants in the
vaue-chain to tak about issues and future initiatives (this had not been done before in the
industry);

B SSOQ is very much like a competitiveness program in which it is a long process; one that
will require identifying indudsry leaders one that will require public-private sector
diaogue (which in Bangladesh has never occurred).

Also, this paragraph does not even mention al the tremendous work and results achieved from
the White Spot Virus cleenang progran and the farm trids geared towards increasing
productivity.

Page 7 — Dairy/Livestock program: We bdieve tha ATDP Il did a good job of matching
project investments to opportunities in subsectors that could result in increased jobs, sales,
exports (project targets). There is no mention in the document on the effectiveness of ATDP I
in deveoping a flexible portfolio approach — one that dlowed us to continuoudy monitor and
shift resources into higher performing subsectors.  Also, there should be a greater emphasis on
just how important the project objectives were in dictating how we should invest our resources.

Pg. 8 — 4" paragraph/Last line: In the ATDP Il proposd, we initidly mentioned that policy
reform initigives should be “bottomrup” (i.e. come from client interactions) as wel as “top-
down” (i.e. driven by discussonsg/sector andyses). We bdieve we have done both. Also, the
sentence ends by taking about the need to have a perspective to “...promote competitive
markets’. The SSOQ program was an industry-led atempt to develop a more competitive
market. This program, while ill a “work in progress’ has led to many different reforms and
practices. a) new certification, b) production techniques; ) disease-free larvae, etc.

Pg. 8/9 — ACF funds: There is no mention in the evaduaion about ATDP's work with the
government using the ACF interest funds, the role and work of the project steering committee;
the overdl dynamics and difficulties of trying to please/consult with various dlients —.e. USAID,
and the different government minidries involved in the project steering committee.  This fund
and the project steering committee took up a huge amount of project management time and
should be acknowledged as a success in developing “buy-in" by the Bangladesh government.

An Evaluation of the Bangladesh 11-28 March 2, 2005
Agro-based I ndustries and Technology
Development Project (ATDP 11)



Development Associates, Inc.

Pg. 9Ag MBA program: We disagree that the Ag MBA does not “fit neatly” into the ATDP
goproach.  ATDP Il dlows for the project to work with agriculturd associations and ingtitutions
involved in agribusiness.  Universties are very much a part of that in the U.S. agribusiness sector
and could be in Bangladesh as well. It is true that the Ag MBA program was not mentioned in
the origind RFP. But it is very much in line with the objective of strengthening agsupport
inditutions.

P. 9Summary: We beieve this summary does not adequately acknowledge the fact that ATDP
worked both at the retall and wholesde levd (through associations, universties, etc.). It is true
that much of our impect, as it related to jobs/'sdes/exports growth came out of retall assstance.
But the project dso worked very closdy and put in place a number of srong initiaives through
various associations.

Pg. 10/Lagst paragraph; middle: We disagree that the SSOQ “was not well conceived’. This
section overlooks dl the entrenched interests and difficulties in promoting competitiveness in
ay sctor in any country. This paragrgph dong with the annex andyss implies that the
preferred route should have been to support government testing labs and only focus on White
Spot Virus and production issues. Wha we have been trying to do is a long, messy,
complicated process, but that is what serious reform and competitiveness initigtives entall. We
grongly believe that even if the SSOQ were not indtituted, the process and attempt has brought
about some very good didogue, reforms and increased the competitiveness of what is one of the
most important subsectors in the entire Bangladesh economy.

Pg. 16/Program Description, Results and Impact; section b: We bdieve that the reforms
taking place a the fam levd ae very dgnificant. It is presented in a matter-of-fact way. We
believe, however, tha we have put in place a susainable, lost cost methodology that will have
some of the most impressive achievements in any development project. We dso have to be
careful about how we characterize the cultivation practices as our new approach is extensve
rather than intensive otherwise we can not get buy in from poor farmers.

Pg. 17/first paragraph/last line — Again, this description makes it seem that the SSOQ is just a
concept that had no impact. We think the exact oppodte. It was precisdy because of this
concept or vison thet, for the first time, this indudtry is darting to address issues that if properly
handled will catapult the sub sector into anew level of export success.

Pg. 17/last paragraph/first sentence — We disagree tha “the concept of private cetification by
an industry body is probably not useful”. One has to look at the context in which Bangladesh
shrimp industry is operating. Bangladesh is ranked as #1 or #2 in terms of corruption. Buyers
will not trust a government certification program....it has to be industry led in order to have any
credibility. The evauation has not adequately recognized thisissue.

Pg. 19/second paragraph — Same discussion as the point above.

Pg. 25/second paragraph/first sentence — This needs to be rewritten to point out that ATDP Il
gpecificdly focused on BOTH government-led as well as industry-led reforms.  We believe that
there should be grester emphasis given to the other policy activities and the importance of these,
paticulaly in an environment in which it is difficult to push through rgpid government-led
reforms.
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Pg. 30/Future program choices. We disagree with:”....the program does not bear any direct
linkage to ATDP programs and only an indirect reation to ATDP objectives’. Agan, in most
countries worldwide, the role of universties is critical to the success of the agribusiness sector.
We think that we were rightfully addressng an aea tha was criticd to drengthening
agribusiness support inditutions — a main component areaof ATDP 1.

Chalie Bel, Vice President
LBG Group
Feb 4, 2005

3. Comments on Evaluation Report

Thefalowingisalist of my comments after having reed the draft evaluation report submitted by
the assessment team:

- There seemsto be a generd lack of understanding of the breadth of chalenges facing the
shrimp indudtry in Bangladesh as well as the scope of the SSOQ program itself. The SSOQ
Program has 3 components- PL Quality, Farm Demondtration and Certification. Ther andyss
seems to focus on Certification dthough we clearly state that thisis the component that we have
emphasized the least to date. The achievements under the PL Qudity and Farm Demondtrations
are sgnificant and have great scope for further expansion.

- The locd redities in the shrimp sector do not seem to have been adequately comprehended:
-government certification athough in existence is a farce which has been whally ineffective

in detecting any/ dl of the deficiencies that exported shrimp suffer from: corruption plagues the
government system

-"Government, importers, exporters, and donors have endorsed HACCP for quality since 998."
(p18)

Although thisis the casg, it is obvioudy not being adhered to because of which

numerous containers of shrimp have been rgjected from Bangladesh snce 1998 this making it
evident that the current systemis smply inadequate.

-"The government and processors have the same goa — qudity — but endorse different
drategies.” (p19)

ThisisSIMPLY not true, if it were things wouldn't be in the Sate that they currently arein.

- The statement that the MBA Program does not fit clearly with ATDP's gpproach isincorrect.
Investmentsin the Ag MBA can be seen asaBDS gpproach. AlUB was identified as a service
provider to the agribusiness sector, and their capacities were enhanced through the devel opment
of the Ag MBA. Secondly, the development of the Ag MBA fitsin directly with ATDPs
objective of promoting enterprise development in the agribusiness sector. Assuch, | think the
Statement that a naturd fit does not exist is incorrect.

- The "Recommendations for agribusiness strategic approach” (pl12)

"Itisa“retal” approach that can only have alimited impact in a country with 140 million

people. Agribusiness faces anumber of market impediments, distortions and market failures. In
addition, government regulatory controls make it difficult to increase production for some
products. In the future it might be reasonable to concentrate on those problems rather than
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dedling with problems a the firm level. While the World Bank and the Asan Devel opment
Bank are deding with high-level macro policy issues, USAID could focus on an industry or sub-
sector niche with andysis and research. It could work to support ingtitutions that service
agribusiness such as commodity and trade associations, private sector business service firm,
private testing laboratories and findly efforts to identify solutions to infrastructure problems and
needed government policy and regulatory reforms.”

The approach that is being advocated above is fundamentdly different from that which ATDP

has followed. While paying atention to BOTH policies reform and industry associations ATDP
has aso smultaneoudy worked with firms because we believe that an integrated, holistic hands
on gpproach is required to impact the industry. We do not believe that a World Bank/ ADB type
gpproach of focusng wholly on policy, research and BDS is cost effective or desirable.

- Many of the recommendation that are made in the "Business Environment Section on p 14" and
throughout the document would lead to areplication of exigting activities by other donors and
NGOsin Bangladesh. The BDS model and policy and association work are being undertaken by
numerous agencies with limited results and impact (KATALY ST, JOBS, SEDF).

Masarrat Quader

Assessment Team Representetive
ATDPII

February 5, 2005

Evaduation Comments

= Our work has been focused on “... some 300 firms and 4000 farmers...” Thesefirms
influence asignificant proportion of their industry sectors and are modily lead firms
within their industry. These numbers are dso the targets we agreed to with USAID.

= Our gpproach has been to understand agribusnessissues at the client leve to feed into
our policy issues. Agree that we also need to approach it from the government
perspective but disagree that firm leve policy input should be de-emphasized. | beieve it
should be a combination of both firm and government leve.

Aquaculture:

»  Our focuswas a the farm level because that is where the immediate need is. Farms can
currently sdll everything they grow at the farm-gate. The comment about very little work
being done on the marketing chain is right athough the reason for it is as mentioned
earlier. Focus on proper farm management is a burning need right now, from the
perspective of the loca aquacuture industry. Transportation and marketing chain
efficency improvement will help but not until improved farm management isalmogt in
place.

Dary & Livestock:
= Agreed that this area has the ability to make an impact on rurd incomeif productivity
and genetics are focused on.
Our initid assessment was done on large-scae farms so there is an opportunity to look at
one or two cow households that make up the mgority of population here.
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» |ssue hereis more with research and policy than actud enterprise intervention.
Grans
= Our focus here has been to bring clarity to maize production and supply aswell asto
improve supply of good quality flour and baked goods.
=  The comment that we have not worked to introduce legidation that dlows imports of
improved variety of seedsis right. However our focus was on improving the qudity and
quantity of existing supply.

Horticulture:
= Wecurrently work with fresh vegetable export clients that make up over 30% of the totdl
exports from Bangladesh. Our work has been to improve their qudity to alow them to
achieve three objectives.
Oneisto enable them to improve their export market share by coming out with improved
products.
Second, isto make them an example to their fellow exporters who will then adopt those
improvements and thus lift the whole sector.
Findly, by their improved market demand they will, in-turn, increase their demand on the
farmers produce and aso provide guidance to farmers.
Poultry:
= We currently work with Feed-mills that make up over 20% of the totd output. We aso
work with Hatcheries that make up over 65% of the chick output.
= Achievements againgt our targets are one indicator of this success however this and other
success=s will not sustain much longer if further necessary interventions are not taken.
Development of the association is the next step.

Nii-Akwel, Agribusiness Director

ATDPII
Feb 6, 2005
5. Comments on the draft evaluation report of ATDP-I |
Extract from thereport

Page No. 4, under section-2. Agriculture, agribusiness and the ATDP |1 Program:

Thefuture
While policy changes dlowing private and new hybrid rice varieties.

Comments

Concerned minidries take steps to update their existing policies a aregular interva of time
ether of their own or at the instance of the stake holders. ATDP identified artificia
insemination as such an issue and submitted two policy study reports on (1) Potentia for
modern commercid beef industry in Bangladesh and (2) Recommendations regarding the
subsdization of Dairy cattle breeding industry. Asaresult of ATDFP' s continuous persuasion
the ministry of Fisheries and Livestock agreed to discuss the issue and such discussion with
concerned officids of the Minigtry of Fisheries and Livestock (MOFL) are continuing. The
Evduation Team's examination of this specific case would be very vduable.
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Extract from the report

Page No. 8, under section-3; Other Project Activities: (2" Para) and also pagel3 (Paraon
Policy and regulatory problems)

ATDPII hasdrafted ............ Theseinclude, for example, controls on the introduction of new
wheat varieties (blocking farmer access to durum and high-gluten wheset varieties grown in other
Asan countries), potatoes (blocking farmer access to potatoes suitable for processing), rice, jute,
and sugar cane. Similarly, the government has banned imports of single super phosphate (SSP)
fertilizers, which is an established technology.

Comments

All these issues relate to production agriculture. The main thrust of ATDP-1 is the development
of privately owned Agribusiness that can succeed in open, competitive market environment.
ATDP s policies were market and demand driven. None of our clients raised the issues
recommended by the assessment report.
Through the project’ singtitutional support program and direct TA program, the project has been
able to develop industry advocates and policy advocacy capabilities. The overal objectives of
the policy reform agenda were to:

1. Remove or reduce congraints in agribusiness supply chain;

2. Enaure eficient use of available resources;

3. Providefor an inditutiona framework for increased participation in the agribusness

Ssector.

Extract from the report

Pages 8--9, section-3 under other activities
USAID and the Government of Bangladesh set up a $20 million, local currency equivalent,
AgribusinessCredit FuNd..........coooiii i

It would be more useful to examine impediments and problems that restrict capita from flowing
to its most effective use. 1t might also be useful to train commercid banks to better understand
agribusiness production and business plans so as to better assess agribusiness |oan requests.

Comments

At the beginning of the project ATDP-I1 took initiative to change the lending modules of the
commercid banks to alow more smal entrepreneursto receive loans. ATDP-11 conducted a
series of discussions with the commercia banks on this issue and found that every commercia
bank have their own lending module including some specific regulatory guiddines from
Bangladesh Bank. Based on the socio economic Situation of the country the banks were not
interested to bring changesin their existing lending modules. However ATDP-I1 isworking to
better understand agribusiness production and Agribusiness plans by commercid banks. Asa
result few commercia banks have come forward to increase their lending in new ventures like
contract farming. ATDP-11 thinks that more emphasis should be given on the training of bank
officias on agribusiness.
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Extract from the report

1. Pages24- 25, section-F Policy reform; Program Description, results, and impact;
drafting 30 “policy reform issue shedts’ ................
2. 2. Effectiveness, efficiency, and sustainability; agriculturd technology introduction

Comments

1. ATDP policy issue sheets focus on problems and suggest possible dternatives to solve
the problems and expected outcomes of the policy changes. The Assessment Report did
not discuss the issue sheets.

2. ATDP-II utilized both a* bottom-up” as well as*“top-down” gpproach. To identify policy
issues; one of our main policy tools gpplied was “transaction-based policy andyss’
whereby condraints to transactions that impede the agribusiness supply chain became the
focus of policy reform initiatives. This gpproach gave policy andyssadidtinctly
practica orientation and has focused on real-world solutions that prevented our clients
from increasing saes, exports and employment.

The report is not correct when gating ‘that ATDP-11 has dedlt with only ahandful of Policy
issues” Our policy issues indude fish inbreeding, fish feed, livestock feed, nationa poultry
palicy, branding teg, artificia insemination, milk production, sed of qudity and so forth.

Extract from thereport

Page No. 26, section-F Policy reform; Project design and implementation approach; The
project recognized a responshility

Comments

ATDP-I1I did not address any policy issue related to tariff directly rather encouraged the clientsto
use their knowledge and expertise that they gained from ATDP-I to address tariff related issues.
Of course, this does not mean that ATDP is not aware of the situations. ATDP keeps continuous
liaison with its dlients on such issues.

Nazrul Idam

Director

Government Relations and Policy
February 8, 2005
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