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I IntroductIon 

In November 1997, The Kazakhstaru. Commumty Loan Fund opened Its doors to chents With fundmg from 
USAID and the Soros FOundatlOn, dlsbursements were made to three lendmg groups as a 'tr1al run. , Over the 
next three months the borrowers proved that the loans would be reprud Smce that tune, KCLF has 
consistently proVlded financlal asSistance to other mm1 and small busmess owners m Taldykorgan through Its 
group-Iendmg program. Wlule changes and lIDprovements are meV1table, necessary even, a tlme came when 
the Fmanclal Serv1ceS Operations seemed to be satisfactonly m place 

After a year ofproVldmg small loans to the small busmess commumty m Taldykorgan, KCLF began to 
Identlfy a new need from Its chents KCLF's staff recogruzed that many of Its chents could not always use the 
larger loans productIvely because of therr lack of mformatlon and/or understandmg about market demand and 
consumer mterests As such, KCLF began to mvestlgate opportUnIties to better serve these non-financlal 
busmess needs of Its chents and research how these could be met through a structured program 

In August 1998, a Busmess Development Semces Umt (BDS) was created to carry out these non-financ1al 
semces BDS began to research chent needs based on drlferent sub-sector of actIVltles - such as 011 
productIon, sewmg and bread productIon. Thls assessment took a detruled approach to research chents, non­
chents, consumers and supphers m each Identlfied sub-subsector The methodology and steps taken m thIs 
research are proVlded below 

The concluslOn of the study has been a deciSion to focus on the sewmg sub-sector m Taldykorgan as a means 
to mcreasmg the quantlty and quality of locally made clothmg products Thls declSlon was based on close 
companson of the Vlablhty and potent1allIDpact of all the chosen sub-sectors m wIDch the sewmg sub-sector 
appeared to hold the most opportUnIty 

KCLF beheves that takmg a more focused, sub-sector approach to Its non-finanCial assistance to chents Wlll 
have a poSitive, econOffilC lIDpact on the City of Taldykorgan Although tills IS a long-term strategy, It holds 
the potential to mcrease employment and the value-added of locally produced goods and semces In the 
future, BDS hopes to rephcate tills approach and expand Its work to other sub-sectors 

Researchers mcluded the research coordmator and a U S Peace Corps Volunteer Throughout tills program, 
great care was taken to teach the local staff (one manager and one research coordmator) how to proceed and 
what was bemg concentrated on, as well as to document each step m both English and RUSSIan, Wlth the goal 
of long term skIll transfer Furthermore, penodlc updates kept admmlstratlon and staff of the FmanClal 
Operatlons Umt of KCLF attuned to progress and actIVlties A tlmelme of the BDS umt's actIVlties ofthls 
Subs ector Approach appears m Annex A 
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II Methodology 

The nnSSIon of the BDS urnt of KCLF IS to proVlde asSIstance to entrepreneurs to strengthen the local busmess 
commurnty by addressmg productlVlty and effiCIency constramts Sources suggest strIVIng for the goals of 
demand-dnven, cost-recoverable, subsector spectfic lffiplementauons have the greatest lffipact. In order to do 
this, the BDS Implementers dectded to use the successful subsector approach demonstrated m other countrIes 
by Action for Enterpnse (AFE) SlmIlar mformaUon IS only startmg to amass m Kazakhstan and m the former 
SOVlet Umon. 

In order to gtve a bnef overVIew of the methodology used, the followmg DefimUons, Kev concepts, and 
Process of subsector analYSIS are presented - (as pracUced by AFE and BDS of KCLF) 

Defimtlons 
Sub§edor a network of enterpnses (small, medium, and large) that are lInked to a common product 
and who partiCIpate m 

Supplymg or produCIng mw matenals 
Tmnsformmg mw matenals mto fimshed products 
Reta1lmg fimshed products to final consumers 

Trade Groups enterpnses that share the same econonnc actiVlty as relates to the 3 areas above 

Subsector Approach one that focuses on the mterrelatlonshIps between the vanous actors Wlthm a 
targeted subsector m order to 

Understand the econonnc enVlronment m whIch the enterpnses opemte and to Identlfy the 
constramts and opportumUes that confront them 
Identify mtervenUons that can have an lffipact on a large number of enterpnses 
Develop a "cost effective' program of assistance that Wlll have a big Impact m relatIon to Its 
cost 

ImplementaUon of a sub-sector study reqUIres the gathenng of mformatlon from the enUre subsector 
network and Its asSOCIated trade groups ThIs tactic forms the basIS of the subsector methodology m 
that the most Viable mterventlons are based on a clear understandmg of how the players Wlthm the 
subs ector mteract. 

Key Concepts of subsector analYSIS 

Process 

VertIcal Per§pectIve - Most busmesses work m vertical supply chams They purchase mputs and 
market outputs through others 

CompetitIon - Small firms compete among theInselves They also compete Wlth larger firms usmg 
dIfferent technology By understanding therr competltors, we can deternnne when small firms 
have an edge, and how they can develop this advantage 

Coordmanon - Coordmatlon descnbes the lmkages among firms actlve m the subsector Also It 
exammes how pohCles and regulatIons mfluence market access and mteraction Wlthm the 
system 

Leverage - One-on-one asSIstance to MSEs IS expensIve and rarely cost-effective Because firms are 
small and dispersed, mdiVldual contact costs are hIgh. Benefits per firm, even If projects double 
mcome, are small m absolute value 

Subs ector analYSIS starts from the prennse that mterventlons most hkely to be cost-effecuve are 
those that mfluence large numbers of small firms at a smgle stroke ThIs IS known as levemge 
WIth the benefit of levemge, small focused projects can genemte large output, just as a smaIl 
person usmg a lever can bft a large mass Leveraged mterventlons mulUply benefits and reduce 
per-firm contact costs 

Selectmg tbe §ubsector - In order to work Wlth a subsector that has hIgh potenUal for success, It IS 
necessary to do prehnnnary research m seveml subsectors By comparmg the data collected 
Wlth the cntena that the lffiplementtng orgaruzaUon has selected, this research can ehnnnate 
sectors that do not show promIse for Improvement In some cases, certaIn cntena are more 
Important than others and thus Wlll have a weIghted value when It comes tlme to rate and select 
from the sub sector candidates Whtle there IS no guarantee that the selected subsector will be 

3 



~ 
I 
I 
I 
I 
I 
I 
I 
I 
I 
I 
I 
I 
I 
I 
I 
I 
I 
I 
I 
I 

the best optIon, chances of success can be unproved IfbaslC mformatIon IS ascertallled before 
the mvestment of Slgmficant resources 

Analyzmg the Sub !leCtor - Once a subsector IS chosen, the orgaruzabon must clearly IdentIfy the 
constraInts and opportumtIes WIthm the subsector TIns can be done either rapidly or m-depth, 
dependmg on the tlme penod allotted InformatIon should be gathered from dlfferent SlZe 
busmesses WIthm all trade groups m the subsector 

Identlfymg PotentIal InterventIons - Once the orgaruzabon IS satIsfied WIth the quahty/quanbty of 
research data, a hst of all potentIal mterventIons should be bramstormed. From this hst, a 
shorter verslOn contammg only the most probable actIVltIes can be obtamed. A cost analYSIS 
should then be conducted on the "short hst" and factors such as leverage, demand, slIDphclty of 
ImplementatlOn, and cost per chent should be considered At this pomt, the goals and resources 
of the lIDplemennng orgaruzatlon must be considered relatIve to external fundmg sources 

lPrelimmmary interventIon Program - From the "short llst" of potenbal mterventIons, a project can 
be chosen Once a prehmmary plan IS selected, 1t should remam fleXIble and open to change as 
new mformatIon 1S gathered durmg the untIal unplementatlOn stages 

implementatIon of InterventIon Program - As the research has consumed an allotted amount of 
tlme, 1t 1S at this stage where actIon can be seen It 1S lIDportant that the unplementatIon be 
conducted m a bmely manner Obstacles and constramts change over bme and people WIll grow 
leery If no results are seen Even at this last stage, new mformatIon appears and should be 
adapted mto the mtervenbon program as necessary 

The follOWIng pages show how this theorebcal subsector methodology was put mto pracbce by the BDS urnt 
of KCLF 
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m Selecbng the subsector 

Very httle, If any, busmess related statIstIcal matenals can be found m tlns fonner SOVIet RepublIc The only 
statIstIcal base offacts rests m KCLF's own chent database (at that date there were> 1000 actIve clIents) The 
subsector candIdates were chosen dependmg on theIr representatIon Wlthm KCLF's database CharactenstIcs 
of selected subsectors mcluded charactenstIcs such as 

Lumted publIc sector mvolvement, 
PotentIal for technolOgIcal advances, 
HIgh representatIon of SME's m the subsector, and 
ActIve pnvate sector 

Based on these cntena, the followmg five subsectors showed potentIal and became the canchdates for further 
research 1) BakIng (bread productIon), 2) SeWlng (clothes), 3) 011 processmg, 4) Office seIVlces, and 5) Hot 
Food SeIVlce 

At the same tIme, a cntena matnx was establIshed that would be used to select a smgle subsector based on 
KCLF's orgaruzatIonal goals (fable m I - Criteria matrix) Members of dtfferent size busmesses as well as 
chfferent trade groups were 1IlltIally mteIVlewed (as qualIty key mformants were lackmg) All mteIVlews were 
conducted With both researchers present m order to mamtam consistency of mformatIon gathenng 

SettIng a one month deadlme to select the Viable subsector mamtamed tImely progreSSIOn of the study At the 
end of the tIme lumt, researchers analyzed all data m debnefing sessIons A meetIng With management was 
called to rank each category of every sector Several cntena conSIdered more lffiportant were gIven a 
weIghted rankmg These were Unmet Market Demand, SIZe, and Value Added Each subsector was 
chscussed and scored mchVIdually based on mformatlon prOVided by the researchers 

After all sectors were ranked, It was m some cases necessary to echt scores m lIght of the overall picture (It 
should be noted that the office seIVlce subsector showed lIttle potentIal and was qUIckly elImmated. 
InteIVlews also suggested the seWing and knIttIng could not be mcluded together and thus became 
mdependent) 

Although the final results gIVe the kmttlng subsector the hIghest score, researchers deemed It a hIghly 
techmcal project, beyond the capablhtIes of the BDS urnt of KCLF - at present The seWlng subsector 
showed the greatest potentIal that could be dealt With effectIvely by KCLF Notably, tlns subsector scored 
hIghest m the category weighed most heavIly It also contamed a large number of busmesses, an lffiportant 
factor when tlunkmg about leverage 
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Tableill 1 CRITERIA MATRIX 

A grade between 1 and 5 for each cntenon was gIVen WIth '5' holdmg the strongest potentIal ThIs crltena 
matnx was completed to allow a numenc companson of the chosen subsector 

BaIang KmttIng Sewmg Food SelVlce Od Processmg 

**Unmet mkt demand 

x3 
2 = 6 2 = 6 4 rn I = 3 

Unmet demand for better 
quahty 

0 3 1 2 

Lmkage OpportunItIes 
wI large volume buyers 

3 4 2 2 

Employment generatIon 
1 3 2 0 

**SIze (# of bus messes) 

x2 5 = 10 3 = 6 4 OJ 3 = 6 

**Yalue added! use of 
domestIc mput 

2 =4 4 = 8 2 =4 2 =4 
x2 

PotentIal for mcrease m 
ProductIVIty 2 3 2 1 

PartICIpatIon of women 

3 5 4 4 

Trade Group 
ASSOCiatIons 0 0 0 0 

Totals 29 38 ~ 22 

QuestIons asked to determme cntena mput 

1 Is there demand for thIs product that IS not bemg filled by supplIers? 
2 Is there demand for a hIgher qualIty verSIOn of thIs product or selVlce that IS not currently bemg met? 
3 Are there opportumtIes for small & mlcro producers to supply larger firms who cannot fill demand? 
4 Is there potentIal for employment generatIon If thIs subsector where to develop or expand? 
5 How bIg IS thIs subsector? How many busmesses are mvolved from raw matenal to final retaIl? 
6 Is It possIble to mcrease the use of domestIc mputs? 
7 Is there potentIal for hIgher levels of output because of better effiCiency or productIVIty? 
8 Is thIs sector hIghly populated by women employees? 
9 Are there eXistIng trade group asSOCiatIons that we could work WIth and help to make more effiCIent? 

3 = 9 

2 

2 

1 

3 = 6 

3 =6 

3 

3 

0 

32 
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IV Analyzmg the Subsector 

In order to clearly and thoroughly understand the constramts and opporturutIes of this subsector, mformatlon 
used m this analystS came m three forms a An analYSIS of data gathered through prebmmary mteJ'Vlews b A 
workshop held to bnng together actors m all trade groups of the sewmg sector, sponsored by the BDS urnt and 
a BDS spec1ahst c Intervtews Wlth key trade groups final consumers, clothes manufacturers, and fabnc 
suppbers d Fmlimgs of the Subsector AnalYSIS 

a The clothmg mdustry m Taldykorgan as deternnned from prelunmary mtervtews 

In the prevIOUS econoffilC system, at least two large and three medlUm SIze sewmg factones were located m 
Taldykorgan. As these busmesses dissolved, many sktlled woman lost work, and many of the machmes were 
given away as a form of payment That means that today there IS an unorgaruzed skllled labor force Wlth an 
abundance of eqmpment (albeIt rather old) 

The populatIon, and potentlal cbent base, of the CIty IS approXimately 100,000 and there are many small towns 
m the surroundmg region As there IS very bttle domestIc productlon of clothes, Taldykorgan's marketplace IS 
filled Wlth Imported clothes Sewmg busmesses and homebased sewers see a moderate amount of work 
through mdIVidual orders but very httle IS bemg offered as ready-to-wear garments ThIs produces unstable 
mcome for an esttmated 125 women. Locally made clothes for sale are rarely promoted SometJ.mes pre-made 
labels are added to locally made clothes to make them appear tmported 

The trade groups m this sector are very basIC Here they are shown Wlth the estlmated number of bus messes 
mvolved Nmety-nme percent of bus messes are MSE's employmg less than 15 persons, m fact, most Wlth less 
than 5 

Fabnc (Raw matenal) traders - 15 mmt at bazaar, 15 small m department stores 
Clothes Producers - up to 300 Wlth approXimately 125 seWlng for profit (vs for only famtly ) 
Clothes Retatlers - up to 1500 mdIViduals sellmg at vanous bazaars and stores m the CIty (the figure 
3000 given at the workshop, to follow, appears overstated) 

There IS currently no subcontractmgloutsourcmg occurnng as the subsector IS hlghly underdeveloped and 
demand and profit margms are very low 

b Workshop 

A SIx-hour workshop was held to bnng together actors m all trade groups of the sewtng sector (sponsored by 
the BDS urnt) PartlCIpants mcluded 3 suppbers offabnc and matenals, 5 producers oflocally made clothmg, 
1 teacher of sewmg sktlls, and 3 vendors that sell ready-made clothes at the local bazaar Except for 3 
producers Wlth small SIZed sewmg workshops, the remammg IDVltees can be consIdered mtru- entrepreneurs 
The BDS staff and a BDS speCIahst led the workshop A revIsed, actual schedule of the workshop can be 
Viewed m Annex B 1 

ObjectIves of the worksbop 
1 Inform attendees about the BDS urnt and Its current "Subsector Approach" stud} 
2 ReceIve feedback to edtt the subsector map of the clothmg mdustry m Taldykorgan 
3 Complete "constramts and mterventlons" matrtx 

The one-day workshop was diVided mto five phases, as follows 

Phase 1 
As the BDS urnt m general and the subsector approach spectfically are very new to Central AsIa, the 
prehmmary goal was to teach partlC1Pants about the value of a BDS urnt As many partlC1Pants were clIents of 
KCLF, the mstructors sought to mform these clIents that KCLF IS mterested not only m expandmg busmesses 
through loans, but through other project tmplementatlons as well There was a need to gam credtb1hty by 
explammg how these servtces could further help KCLF as well as these entrepreneurs m the near future The 
pnncIpals of lookmg for ways to help busmess people at each step of therr busmess cham as well as the "Best 
Practlces" of BDS umts were mtroduced ThIs led to a diSCUSSIOn about offenng programs that are subsector 
spectfic, and thus, why this group of partICIpants was brought together The entrepreneurs further learned that 
therr mput plays a role m the Ideas of' Demand dnven" and "Pamclpatlon," two common Best Practlces 
Servtces that they demand and that they actlvely seek out and help to orgaruze Wlll be the servtces the BDS 
urnt proVides (For annotated notes see Annex B 2 a) 
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Phase 2 
The next questIon to answer was "How" thts specrlic sector chosen. Phase 2 of the trammg was a bnef 
Introductton to a "Subsector Approach" study PartIcIpants were presented With the theoretIcal steps, as well 
as the actual work that had been done and still needed to be completed It was explamed that mttIally there 
were 6 sectors, but after prehnunary research, sewmg seemed to show the most potentIal The current phase 
was more In-depth research of thts selected sector The future would Involve project deSIgn and 
ImplementatIon 
(For annotated notes see Annex B 2 b ) 

Phase 3 
The goal of part three was to. explam a genenc subsector map and the advantages to "seemg" what IS 
happemng In a subsector Once terms hke 'channel' and 'trade group' were understood, the partICIpants 
receIved a copy of a first draft, subsector map TIme was then spent revIeWing each channel FacIlItators 
talked WIth the partICIpants and made correcttons, addItJons, or deletIons to the map based on therr Input 
Fmally facIhtators asked partICIpants to quantIfy the number of producers In each channel descnbed ThIs 
map was updated as a result of the partICIpants InPut 
(For annotated notes see Annex B 2 c ) 

Subsector map 

From the prehmmary mformatJon gathered dunng the subsector selectton stage, an mttJal subsector 
map was drawn (See annex B 3) The researchers started With four channels and partICIpants of the 
(first) seWing subsector workshop added two more As there IS very lIttle SpeclalIZatJOn, most 
channels are SImIlar Once the map was redrawn and agreed to, partICIpants were asked to quantIfy 
how many enterpnses are Involved In the productton of clothes In each channel 

The first dIstnbutIon channel IS made up of large SIZe enterpnses With the capaCIty to always buy 
from bulk supplIers The entrre productton process IS done at therr fac1lItJes and dIstnbutJon through 
therr own retaIl shops Clothes are also made on order to IndIVIdual customers AddItIonally, there IS 
a smaIl quantIty exported on an OCcaSIOnal basIS In tlus channel only 2 large enterpnses have the 
phYSICal capaCIty to produce and sell at therr own locatJons 

The second dIstnbutIon channel conSIsts of smaIl and medIum enterpnses who sew only for specrlic 
mdIVIdual orders These producers can obtam therr supphes from the wholesale markets, from retaIl 
shops or from the chent herllnmself Often clIents bnng theIr own fabnc when they place an order 
Agam the whole productton process IS done m-house DIstnbutJon IS drrect to the chent There are 
20 medIum SIZed busmesses and at least 300 smaIl, home-based sewers workIng In thts way 

DIstnbutJon channel number three IS relatIvely smaIl, With only about 8 producers They gather 
matenals from the wholesale markets or from retaIl shops when necessary These entrepreneurs also 
engage m the entIre transformatIon from raw matenal to firushed clothIng They sew clothes to be 
sold at therr own dIstnbutIon pomts, usually booths at the bazaar 

The fourth channel IS almost exactly the same as the thrrd The only drlference IS that these sewers 
make clothes to sell to clothes retaIlers ThIs drlference was dIscovered at the workshop and resulted 
In separatIng channel three from four The clothes vendors are located eIther at the bazaar or m small 
clothIng shops 

Also Included m the subsector map IS a non-prodUCIng channel DIstnbutIon channel five IS made up 
of ready-to-wear Imported clothes vendors Clothes are bought eIther at wholesale or for retaIl from 
Import markets and brought to Taldykorgan for sale at the bazaar or m stores As there are 
apprOXImately 3000 busmesses seIlIng clothes m thts manner, channel five represents the largest 
competItIon to locally made garments 

Fmally, the sIXth channel on the map was dIscussed and mcluded dunng the workshop It IS not 
actually clothes productton, but rather reparrmg and taIlonng of used clothes As tlus ServIce 
represents 30 - 40 % of all orders made to small and medIum SIZe enterpnses, It was decIded that thIs 
channel would be Included separately 

The attached page (Table IV b 1 - Subsector Map) dIsplays the reVIsed map as detennmed by the 
researchers and partICIpants dunng the course of the workshop 
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Phase 4 
PartICIpants were diVIded 1Oto 3 small groups and gIven a matnx to fill out The first column contamed the 5 
steps of the busmess cham. Each group was asked to bramstonn the constraints faced at every pomt along the 
busmess cham. Additionally they were asked to specIfically state wluch trade groups were faClOg tlus 
obstacle DISCUSSIon was encouraged as the three groups read therr responses aloud 

Phase 5 
The last segment of the workshop was used to bramstonn possIble mterventIons for the above named 
constramts Agam the entrepreneurs worked 10 groups Some group work was hampered by the mablhty of 
several partICIpants to look beyond one or two major complamts relevant to therr specIfic busmesses In 
conclusIOn, all answers were shared WIth the enrne group, discussed, and added to the matnx of constramts 
and 1OterventIons 

Outcome of tine work!llnop 

Workshop-Matrzx 

As an outcome of the workshop, a summarIZed matnx was created ThIs matnx shows constraints 
occurrmg at dIfferent po1Ots along the busmess cham, wluch trade groups are affected, and poSSIble 
1OterventIons to those problems Bullet po1Ots honzontally lInk the columns (fable N b 2 -
workshop-matrix) It IS Important to note that the BDS urnt bases Its vertIcal axIS on the Busmess 
Cham and not on a Intervention axIS, as IS common 10 other subsector approach studIes 

As tlus workshop was the first of Its kmd, both for the partICIpants and the BDS Implementers, there was a 
need for both confirmatIon of the Information gathered and additional understandmg of mcomplete 'gaps' of 
mformatIon A plan for further mteMews would be needed (An expanded constramt/1OterventIon matnx WIll 
be shown 10 sectIon V c representIng a final verSIon after thIs workshop and after additional 10teMews ) 
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Table IVb 2 Worlcshop matnx 

BusIness ConstraInts 
Cham 
Product Idea It HIgh bamer to entry, 

espeCially due to taxes 
0 Intense competIt1on ready-

to-wear market 
• Est1matmg costs IS drfficult 

Supply e Access to credIt IS suU a 
need 

Q Supphes must be Imported, 
Wish they could be 
produced locally 
• Too many mIddlemen 
• HIgher pnces due to 

ImPOrts, customs, 
VAT 

• Don't have access to the 
suppbes they want 

Product1on • EqUlpment IS old and slow 

0 Some have problems With 
• QualIty of productIon 
• Speed of productIon 
• Style of productIon 

Market1ng e Not even sure what 
market1ng IS 

• Everyone sells SImIlar 
products 

" HIgh cost of advertIsmg on 
bIllboards 

" Compet1ng With 'deSIgner 
labels' IS dIfficult 

• lnlage of locally made 
clothes very low 

Dlstnbut10n 0 Poor sense of customer 
servIce, how to deal With 
customers 

• Producers are paId as 
products sell 

• Nopackagmg 
e Too much left over at end 

of season 

Trade Groups Proposed IntenentIons 

• Producers • Trammgmnew 
busIness start-ups 

• Retnlers (and/or for current 
busInesspeople) WIth 

• Producerslretnlerslf tOPICS such as 
abnc sellers detennmmg costs, 

managmg mfOnnatIon, 
marketresearc~ 
bUSIness planrung 

• Producerslretnlerslf • CredIt 
abnc sellers 

• Producers/retnlerslf • Infonnat1on on suppbes 
abnc sellers avrulable m other areas 

0 Group purchasmg to 
lowerpnce 

41 Producers • InfonnatIon network so 
buyers know what 
sewers want 

" Producers • New 
eqmpmentltechnology 

• Producerslretnlers • Access to better 
matenals 

• Access to new clothmg 
Ideas from other 
countnes 

• Everyone who sells • Market1ng fmrs 
products to 
consumers 

• Catalogs 

If Trammg on how to 
market clothmg 
products 

• Retnlers • Tradefarr 

• Producers 

• Producerslretnlers 
II Producerslretnlers • Tratnmg of how to 

better orgaruze selling 
bv seasons 
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c InteIVlews 

Wlule prelImmary mteIVIews and the sewmg subsector workshop proVIded much mformatlon, the researchers 
felt that unknown mformatlon rem.:uned To determme what mformatIon was known and what Stlll unknown, 
the BDS wut created a lIst of ALL questIons that needed to be answered m order to fully understand the 
subs ector, at the level of every trade group Those questlons already known were ehmmated Furthermore, 
smce the hst was excessive, only the questlons that were absolutely necessary to answer were selected, and 
only at the most cntIcal trade group level 

Some questlons could be answered by more than one trade group so there was no need to VISit all levels, nor 
was there tIme to do so The strategy for the sewmg subsector analYSIS was three pronged researchers spoke 
Wlth final consumers, clothes manufacturers, and fabnc supphers It was determmed that these three trade 
groups could best proVide results 

Of special concern to the researchers was the folloWlng locallZed mformatlon. Wlule expenence suggests 
mteIVleWlng key Informants and busmesses of dtfferent SlZes, the actua1tty of the local econonuc and techrucal 
situatIon proved rather hmttIng It IS no secret that after the break up of the SOVIet Umon, most of the medIUm 
and large scale produCtlon faclhtles closed, leavmg the country very dependant on ImPOrts As a result most of 
the remammg busmess m Taldykorgan are nucro or small The preVIOUS separatIon of dUtles allowed very few 
people to become specIalists on any of the tOPICS AddItlonally, htstoncal factors of mentaltty hampered 
research work dtstrust of strangers askmg questlons, tendency to not conSider pnvate, nucro busmesses real 
busmess and therefore dtsmterest m the sktllslmformatlon that would Improve 'busmess', stLfled abilIty to 
thmk cntlcally about busmess deCISIOns, and a certam level ofpnde that mhlblts entrepreneurs from admittmg 
therr weaknesses and lack of knowledge under the new market economy Nonetheless, fieldwork and analYSIS 
of the sector's structure, constraInts and pOSSible mterventlons were carned out to the best of the BDS wut' s 
ablhtles 

The ongmal questlonnarre, created m December, was reformatted for each trade group The categones, 
however, were Slnular Raw Matenals, Technology, Operatlng Envrronment, Market, Pohcy, Busmess 
Management Skills, General, Lmkages 

For two weeks researchers conducted mteIVlews Wlth 7 supphers of raw materIals (namely fabnc) m 
Taldykorgan A queStlomtarre was distnbuted to these supphers Wlth the mtent that they would gather more 
mformatlon from therr supphers m Almaty and Bishkek Thts proved futde Instead, a representatIve m 
Almaty conducted 5 mteIVlews Wlth resale supplIers of Imported fabnc as well as a suppher and producer of 
Almaty-made fabnc 

For another two weeks, the BDS wut passed out surveys to 57 random consumers Selected partICipants were 
diVided mto categones of students, teachers, workmg class, and pensioners 

15 sewers were thoroughly mteIVlewed durmg the final two weeks Researchers dtd not return to the sewers 
mteIVlewed at the preltmmary stage It was deCided that the questIons would be too stmtlar, only more 
detalled. Instead, the goal was to look for confirmatIon of already mentIoned constramts as well as 
supplemental mformatIon Wlth dtfferent entrepreneurs 

In additIon, the BDS urnt created a pnce 11st of different fabncs from dtfferent sources to see If there IS a 
relatIon between cost and qualIty, and cost and source 

In an attempt to learn offiCial customs dutIes, an offiCial request for mformatIOn was sent to the local Customs 
Drrector A reply came but as Wlth most government drreCtlves, It was vague and open for discretIon. 
Although there has been government "talk" for the development of small busmess, httle aCtlon has been seen 

In conclUSIOns, the responses did confirm prevIous Informatlon. Fabnc pnces are htgh due to numerous 
mtermedtanes, and transportatIon and customs expenses Furthermore It was learned that there are few 
permanent supphers, whtch means no guarantees m the quality of supplIes There IS a lOgIcal pattern between 
the quality of fabnc and pnce Sewers face the problems of no busmess sktlls and no distnbutIon outlets 
(other than mdiVidual orders) Eqwpment IS old but at least t.he sewers are fanuhar Wlth those models 
QualIty m generalis average Wlth room to Improve Surpnsmg mformatIon came from the consumers Many 
only consider local productlon to mclude the factones, whtch everyone knows are barely workmg Consumers 
do not know enough about sewers workmg at home and m small workshops Many would be happy to buy 
locally made clothes, If pnce, qualIty, and fashton met hIgher standards An mterestIng fact IS that many 
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people buy clothes on mdlVldual order and are satIsfied WIth quahty, yet do not look to buy locally made, 
ready-to-wear clothes 

d Fmdmgs of the Subsedor AnalYSIS 

Combmmg findmgs from all mtemews and the workshop, the follOWIng adequately shows that there IS much 
work to be done m thIs subsector ConstraInts are lIsted accordmg to each busmess cham category 

Channel FmdlD2 
Product Idea Lack of busmess and econOmIC skills 
Supply No good lmkages, supphes expensive 
Producuon Lack of updated know-how 
Marketlng Inadequate, no drlferentlatIon 
DistrIbutIon Few outlets for locally made clothes 

A complete matnx at the end of thIs secUon contaIns all constraInts found dunng the subsector analYSIS 
(Table IV d 1 - constraint analySls) Honzontally each constraInt IS placed next to the trade group(s) affected 

Product Idea 
As the members of thIs subsector hved under a command economy all of therr hves, they do not qUIte know 
the underlymg pnnclpal of a mruXet economy It IS stIll not happenmg that there IS demand first and then a 
product Products are made/offered for sale whIch have lIttle appeal to consumers Not only IS knowledge of 
marketIng research needed but other standard small busmess skIlls as well SpecIfically, It appears that the 
calculatIon of expenses IS very prumtIve Frequently labor IS not mcluded mto a cost analYSIS, nor IS a 
drlference made between busmess and household expenses Lack of accurate accountlng makes It dIfficult to 
measure where cost reductlons could be Inade or where effiCienCies could be gamed As a result, mIcro 
entrepreneurs Implement many unprofitable product Ideas 

.funmly 
At no pomt along the subsector channel are there any permanent supply lInkages ThIs makes IS It very 
dIfficult to have any standards of qualIty or consIstency Agam, as Ideas hke customer semce and two-way 
commurucatIon between buyers and sellers were prevIously dIscouraged, today thIs lack of cooperaUon IS very 
detrImental to the mdustry Buyers do not always see the value m havmg and workIng WIth regular, rellable 
supplIers rather than gomg shop to shop, bazaar to bazaar, lookmg for the Items that they want 

There IS a lack of speCIalIzed matenals (backmg and pattern paper) and hIgher quahty fabncs that would make 
final products more professlOnallookmg 

Almost all raw matenals are produced outside of Kazakhstan As current ImportIng laws are unclear and 
CUStOlns expensIve, much trade IS done unoffiCIally by shuttle traders It can not be determIned exactly how 
much customs adds to cost because the amount changes every purchase Whether offiCially or unoffiCially 
obtamed, most fabnc IS consIdered to be expensive to the lIvmg standards of the country As the raw Inatenal 
pnce starts expenSive, the finIshed product can be more expensIve than the ready-to-wear Imported clothes 

Productlon 
Most sewers are used to workmg WIth the very basiC Instruments of therr profeSSIOn Lack of knowledge, 
access and avrulabIhty to small tools and aIdes (fabnc pencIls, fabnc stIckers, better SCISSOrs, and pattern 
conversIOns) hamper modernIZatIon and Improvement offimshed products 

Regardmg large eqwpment, most technology IS old because It IS affordable Although the sewers know that 
new machInes and eqUIpment are aVaIlable, they are expensIve and there IS fear of breakage, reparr, and 
shortage of spare parts AddItIonally steamers, specialIZed rrons and Inannequms are demanded 

WIth the mtroductIon of Imported supplIes, there IS currently a shortage of knowledge about how to use the 
new fabncs (espeCially synthetIcs) and what Special care IS needed ThIs creates problems and losses m the 
final product due to shnnkage or bunchIng up of fabnc 

Most mIcro busmesses also do not understand how to assess the 'cost effectlve' use ofUme Ideas lIke not 
gomg for supphes, effiCiently workmg WIth customers, and outsourcmg do not yet seem Important to local 
producers ThIs prohIbits understandmg that specialIzatIon IS beneficIal For Instance, cuttmg (a very 
complIcated and cruCial actlVlty) IS done by all sewers themselves and lack of skIll agam leads to lower qualIty 
firushed products 
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Marketmg 
The madequacy of marketIng knowledge IS paramount SegmentatIon of goods made and sold, actIve searches 
for pennanent clIents or supplIers, and promotIon of locally made clothes are all rarely conducted The lack of 
packagmg and labels also makes locally made clothes less desrrable These baSICS of marketmg are dtfficult to 
teach because small busmess owners thmk that marketmg IS only for large busmesses 

The prevIous stereotype that "lIDported IS better" stIll holds true and there IS httle bemg done to change that 
oplruon As lIDports are easy to obtam, clotbmg vendors do not see an advantage to selhng locally made 
clothes so they are not very mterested m the sector In general, consumers are not aware of what IS avatlable 
locally or are not satIsfied With the qualtty and thus demand IS low Most people understand local productIon 
to mean large factones and do not take mto consIderatIon small seWIng workshops and mdIVidual women 
workIng at home 

DlstnbutIon 
It IS hard for producers to have theIr goods displayed m tlns enVIronment Frrst, there IS very lIttle trust 
between supplIers and buyers Buyers will only take clothes on credit whIch creates cash flow problems for 
the sewers As the buyer has no mcentIve to sell the goods, often the lIsted pnce IS outrageous or the display IS 
secondary to the ordinary Imports Second, as people are afrrud to offer locally made clothes, there IS no 
specialized bazaar or store space avaIlable to these producers Thud, many sewers are home based and have 
no dIstnbutIon outlets at all 
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Table IV d 1 CONSTRAINT ANALYSIS 

Busmess Cham Constramts 

1 Product • Don't understand market economy, Idea ofhavmg demand first, TIffiN a 
Idea product 

II Don't understand advantages of seWIng small batches (not JUst seWIng on 
order) 

It Many people can sew (at vanous sktlilevels) but have no busmess sktlls 
(other than for SUfVlval) 

2 Supply e Not enough busmess to support loan payments 
I) Lack of cash flow and therefore lack of suppbes because work IS Irregular 

• No permanent supplIers, only nurumal commumcauon between lInks 
It Lack of "backmg" selecuon and knowledge of usage, eSpecIally WIth all 

new syntheuc matenals 
c Poor access to specialIZed matenal for maktng patterns 
• Fabnc IS expenSIve from the start (mcreases pnce offimshed goods) 

Starn supplIers - 70% of pnce IS the cost of fabnc 
Far supplIers - 33-50% ofpnce IS the cost offabnc 
Customs plays a very, very large role, both offiCial and unoffiCial 

• Mmunum of 20% no sausfied With qualtty and selecuon - complamt of 
lack of natural fabncs, aware that 1st sort qualtty goes elsewhere 

3 Producuon It Need for small Items lIke fabnc pencils, cuttmg SCissors, rulers, fabnc 
suckers to Improve accuracy 

0 Have old technology because affordable 
e Afrrud to buy new eqU1pment because there would be no spare parts, no 

reprunnen 
• Demand for steamers/speclaltzed lfons 
.. No mfonnatlon about workmg With drlferent new fabncs and how to care 

for them 
• Don't understand 'cost effecuve' use ofume not gomg for supplIes, 

workmg With customers, outsourcmg 
• Mannequms are very expensive 
• Lack of cuttIng speClahst and CUttIng sernces (IE cuttmg very Important 

step, sktlilevel not great) 
• Patterns avrulable but m example sizes only 

4 Marketlng • Don't have full understandIng, don't thmk Its necessary for small 
busmesses 

• No Segmentatlon of market for goods proVided 
e Don't actlvely search for permanent, constant clIents 
• Not trymg to raIse tmage to Improve local optmon of clothes 
• No labels, no drlferentlauon oflocally made clothes 
• Consumers don't know much about locally ready made clothes, nor 

Importance ofbuymg locally .. Sellers also don't realIze Importance of sellmg local clothes, and therefore 
don't promote or offer to sell 

• Fonner optmon that Imported IS better needs to be broken 
5 Dlstnbuuon • With homebased sewers, some have drlIiculues attractmg customers and 

sellmg goods 

• Trust between sewers and sellers very low ., No specialized store/bazaar space 
e Sellers WIll not buy Items on cash 

Trade Group 

1 = SupplIers 
2 = Producers 
3 = RetaIlers 
2 

2 

2 

2 
2 
1,2,3 
1,2 

2 
1,2 

1,2 

2 

2 
2 

2 
1,2 

2 

2 
2 

2 

1,2,3 

1,2 
1,2 
2 
2 
3 

3 

3 
2 

2,3 
2 
2 
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V IdentIfymg PotentIal InterventIOns 

Stemmmg from the findmgs above, BDS outlmed a senes of possIble mterventIons These are hoked to the 
drlferent channels of bus mess actIVIty and flow from the hst of constraInts The first step m tIns process was 
to bramstorm Ideas and encourage creatIve suggestIons Later these Ideas were filtered to mclude only those 
With the lughest potentIal for success 

a PossIble InterventIons 

The follOWing IS a lIst of all poSSIble mterventIons, determmed both dunng the semmar and as a result of all 
research, broken down by busmess cham category 

Product Idea 
ProVIde trammgs on busmess slalls and InformatIon such as costmg and calculatIons, marketIng research, 
general market economy, and wntIng busmess plans 
Work With tax polIce to change therr restrIctIve polICIes 

funmly 
Orgaruze group purchasmg of fabnc m order to obtaIn fabnc at a lower cost 
Work With government trade authontIes to change ImportIng pohcles so fabnc becomes more affordable 
Fmd new, better sources of fabnc that would Improve firushed products 
Prepare partICIpantS for KCLF loans 

ProductIon 
Work With cutters to create outsourcmg of serVIces m tIns techrucal, complIcated area of clothes productIon. 
Gather InformatIon and resources to dIssemmate about the care and usage of dIfferent fabnc types 
ObtaIn InformatIon about new teclmologIes (large and small) as well as therr usage and reparr 
Fmd sources of fashIon (catalogs, CD ROM's, etc) and offer them for sale to sewers, a type of "fashIon 
lIbrary " 
ProVIde InformatIon about convertIng from sample SIze to hfe SIze patterns so that cuttmg IS more accurate 

MarketIng 
OrganIZe an advertIsmg campaign to promote locally made clothmg and the advantages ofbuymg locally 
Create a data base of sewers and serve as a marketIng agency for perspectIve customerslbuyers of locally made 
clothmg 
PrOVIde market trammgs, teach Ideas hke drlferentIatIon and market segmentatlon. 

DIstnbutIon 
OrganIZe a senes of trade shows where buyers and producers of clothmg can come together 

Combmmg InformatIon from prelnrunary research, the May workshop, and the Subsector AnalYSIS m-depth 
mterVIews, researchers updated a matrIx of all constramts faced by the subsector mto an edited matrIx. ThIs 
matnx contams a hst of constraInts that the BDS of KCLF has the capabIhtIes to mfluence and correct, trade 
group affected, as well as poSSIble mterventIons Some constramts were ehmmated, as there were no clear 
Ideas about how to solve them. The mterventIons are from the above hst WIth tlns new matrIx It can clearly 
be seen how the constraInt corresponds With Its potentIal mterventIon (Table Val - Constramt Irtervenhon 
MatrIX) The matrIx should be VIewed honzontally Bullet pomts m the constramt column correspond drrectly 
With bullet pomts m the proposed mterventIon column. Some mterventIons could work to solve several 
problems so m tlns case, there IS a group of constramts separated by a space, correspondmg to one 
mterventIon 

A short hst of the four best mterventIons was created WhIle It would be deSIrable to do everythmg to IDlprove 
the local SItuatIOn, tIns IS unrealIstIc Rather four of tlIe strongest Ideas were further discussed 
These four Ideas are hIghhghted on the matrIx and Will appear agam on tlIe mterventIon matnx analYSIS 
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Table Val 

Busmess Cham I Constramts Trade Group 
1 = Supphers 
2 = Producers 
3 = Retailers 

Product Idea I. Don t understand market economy, Idea ofhavmg demand fIrst, THEN a product 2 
2 

2 Supply 

4 

5 DIstrIbutIon 

.. Many people can sew (at vanous slalilevels) but have no busmess slaBs (other than for SUrvIVal) 

.. 
• Lack of"backmg selectIon and knowledge of usage, especIally With all new synthetIc materIals 
Q Poor access to specIalIzed materIal for maIang patterns 

o ;;)11ii ' ",~iJ!j' • ~ • i§"'W~""~ """iM"W·..l'·~""~Wi~)<K ",!llLlJ {.~. ~t ~.rt~ ~f<t!'fj.Ui1\j!~~1t~li;'~l~:~$ 
Starn supphers - 70% of pnce IS the cost of fabnc 
Far supphers - 33-500/0 of pnce IS the cost of fabnc 

Customs plays a very very large role, both OffiCIal and unOffiCIal 

• 

• 
o 

o 

.. 
It No InformatIon about workmg With dIfferent new fabncs and how to care for them 
It Don t understand 'cost effectIve' use oftlme not gomg for supphes, workmg With customers 

outsourl.mg 

w:~ttJitiid~fItitMU Q • 

• Patterns available but m example SIZes only 

c Don t have full understandmg, don't thmk ItS necessary for small busmesses 
• No SegmentatIon of Market for goods proVIded 
• Don't actIvely search for permanent, constant chents 
" Not trymg to raIse Image to Improve local opmIOn of clothes 
• No labels no dIfferentIatlon of locally made clothes 

1,2,3 

1,2 
2 

12 

2 

2 
2 
2 
2 

2 
12 

2 

2 

1,2,3 
12 
1,2 
2 
2 

• Sellers also don t realIZe Importance of sellmg local clothes, and therefore don't promote or offer I 3 
to sell 

• Consumers don't know much about locally ready made clothes, nor Importance ofbuymg locally 13 
• Former opmlOn that Imported IS better needs to be broken 3 

• Trust between sewers and sellers very low 
• No speCIalIZed store/bazaar space 
• Sellers WIll not buy Items on cash 

23 
2 
2 

- - - - -
InterventIons 

Q Marketmg trammg 
• Senes of How to stan your busmess trammgs 

Q 

• InformatIOn search and dIssemmatIon 

• 
• 

authontles 

-

C<amllltll!l1lima iW1t4itM£4& UM&34tkWLUI 
• L"m\'ll1~;lUmmmymnm;new:t:qm.ptruml and prepare 

busmesswomen for loans, help wnte busmess plans 

• InformatIon search and sale of guIdebook 
• Busmess Trammgs 

• 
• Trammgs on converSIon of SIZes 

Q Marketlng tmmmg help create marketlng plans 

o Market development through a senes of news artIcles 
to rruse awareness followed by trade show 

• Market development through a senes of news artIcles 
to raIse awareness followed by trade shows 
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b Interventton Matnx WIth resources conslderattons 

As WIth any busmess or prOject, an analYSIS needs to be conducted assessmg the feasIbIlIty of the Idea After 
so many months of research, the BDS urnt dld not want to take on a project that was eIther too expensIve or 
too narrow to affect local clttzens From the short lIst offour, a cost analYSIS was done Other factors were 
also consIdered to rate the potenttal effecttveness of the project Total costs, costs per chent, unpact, demand, 
leverage, and sImphclty were determmed for each of the opttons The non-quantltauve factors were ranked 
comparattvely, among the four opuons ThIs mterventton analYSIS was presented to KCLF management and 
staff for mput and approval Before mcurrmg more finanCial and human resources from KCLF, the 
orgaruzatton needed to agree WIth the mtended plan. 

ThIs matrIx represents an accumulatton of many months work PresentatIon to management and to the other 
KCLF staffwas an achievement for the BDS members As this enttre subject ofBDS and the "subsector 
approach" IS sttll new, there IS defimte SUSpICIon from some non-mvolved members as to the usefulness and 
potentIal for success Negattve reactIons encountered WIll erode only slowly WIth tJ.me The mterventton plan 
WIll be lughly Important to keep the project on-track and mamtaIn program benchmarks 

The top of this matrIx shows the four potenttal projects and how they compare to each other, based on the 
cntena m the left column (Table Vb 1 - InterventIOn MatriX) It should be noted that the last cntenon IS 
unaddressed problems The BDS urnt found that even though one mterventton could allevIate some problems, 
unsolved constramts could hamper success In addluon, wlule some mterventtons may have high demand, 
therr success WIll be based on the ehmmauon of other eXlstmg constramts Therefore, It WIll be cnttcal for 
KCLF to carefully stage ItS sequence of mtervenuons 

Included at the bottom of this matrIx IS a detailed cost analYSIS of each vanant The numbers for "Total Cost" 
and "Cost per Chent" were denved from these calculattons 
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Table Vb 1 n'ITERVENTION MATRIX 
What actIVIty WIll do the most good that IS possible for KCLFIBDS to do? 

Optlon 2 

Market Development EstablIsh a trade 
Includmg Assoc of Fabnc 
Awareness Ialsmg Supphers 
Info Search 

Cntena Trade Show 
TIalnmgs 
Loan Preparatlon 
(AdditIonal as 
becomes ,YJ 

Total Cost * see _1. 108,400T 135,900 T 
below 
Cost Per Chent /50 = 2,168 T 18= 16,988 T 

Immediacy of Impact Nov 99 By Jan 2000 

Chent Demand MedlUm Low-Mid 

Leverage capacity of Approx 250 people Approx 500 people 
mterventlon to assist a large 
number of people Low Medium 
Slmphclty of Implementatlon 2 4 
Rank order the mterventIon 
optIons by how easy they 
would be to lIDplement When 
expenmentmg WIth Ideas, 
simpler Ideas are better Ideas 
Unaddressed problems Eqmpment stIll old, Eqmpment old, no 

cost of fabnc lugh marketmg channels 

OptIOn 1 Opbon 2 
# mos 3 2 

Project speclflC costs 

A w areness/m ktg 5000 

Info Search 500 500 

Trade show (1200/ea) 4800 

Trammgs/M eetmgs (lOOO/ea) 5000 6000 

Semmar (3500/ea) 

Loan Preparations 1000 

Truck Rental 45500 

B usmess Tnp 30500 

Consultant 13000 

SubTotal 29300 82500 

Salary (#mos*2*20 OOOT* 60) 72000 48000 

Rent (100 T /hr) 3600 2400 

Transportation (500/mos) 1500 1000 

Telephone (1000/mos) 2000 2000 

TOTAL 108400 135 900 

per chent 2 168 16 988 

Optlon3 OptIon 4 

CreatIon of Technology 
outsourcmg lIDprovement 
(cuttIng busmesses) 

93,300T 104,200 T 

18 = 11,663 T 115=6,947 T 

By Nov 99 By Jan 2000 

Low-Mid MId-Ihgh 

Approx 700 people Approx 200 
people 

Ihgh Low 
1 3 

Eqmpment old, no Nomarketmg 
marketmg channels, channels, cost 
cost of fabnc rugh offabnc lugh 

OptIOn 3 Ophon 4 
2 2 

15000 3000 

500 1500 

3000 4000 

7000 7000 

1000 1000 

20500 

13000 13000 

39500 50000 

48000 48000 

2800 3200 

1000 1000 

2000 2000 

93 300 104 200 

11 663 6947 
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VI. Prebmmary InterventIOn Program 

After dISCUSSIOns WIthIn the BDS lUllt and approval from staff, the first optIon -MalXet Development- from the 
InterventIon MatrIx was selected The overall decIdIng factors were cost per clIent and locatIon of the project 
along the busmess process That IS, workIng to develop the market from a top down approach, from the 
demand SIde A roam Issue IS that all these constraInts are related m a CIrcular problem As demand IS 
currently low, there IS no mcentIve for sewers to mvest m new technology or to consIder outsourcmg, so these 
optIons would reqUIre sIgmficant coercmg WIth no other comcidIng projects AddItIonally, many sewers travel 
for theIr own supplIers and are not demandIng good products and good servIce from local supplIers The BDS 
lUllt feels confident that If demand starts to mcrease at every level, then there WIll be more mcentIve to 
Improve other areas of constraInt ThIs mterventIon should take the least conVIncmg of a doubtful, nsk 
adverse audIence 

The first goal IS to mcrease commlUllcatIon among clothes sellers and clothes makers m order to unprove 
demand, both for locally made clothes and for busmess development servIceS By developmg the buyer seller 
lInkages, tIns mdustry can start to be demand based mstead of supply based The prebmmary plan IS to wnte a 
senes of newspaper artIcles m order to make people start tbmkmg about the way market econOmIes work 
Then several trade shows WIll be conducted m order to bnng sellers and sewers mto one place At first, the 
qualIty can be cntIqued as well as the fashIon and deSIgn, for the sewers to know therr weaknesses and strIve 
to Improve At the same tIme, local clothes sellers can see what IS avrulable and begm to know more about 
'the local clothmg mdustry' The strategy IS to gather mterest at each gathenng and prOVIde mcentIves for 
partICIpants to come back together repeatedly Only when demand appears will the local sewers see a value m 
learnmg busmess skills, seekmg new technology, or stnvmg for hIgher qualIty The trade shows are planned 
to mcrease demand, WIth the mtentIon of subsequently raIsmg mterest m busmess and techrucal tmmmgs, 
consultatIon Ideas and any other actIVItIes that the BDS lUllt could undertake Subsequent steps depend on the 
targeted entrepreneurs and WIll requrre fleXIbIlIty m plannmg 

The key to an InterventIon Program IS tImely ImplementatIon As soon as the plan was created, the BDS urnt 
started Its actIVItIes to develop the market for locally made clothes Furthennore, as an orgaruzatIon stnvmg to 
meet 11s costs, It IS deSIrable to start mcome generatIng actIVItIes after many months of research. The 
follOWIng IS an outlme of tasks to begm unproVIng the clothIng mdustry m Taldykorgan. As mentIoned, tIns 
speclfic mterventIon allows many optIons, taIlored to the deSIres of the partICIpants 

To date, mterventIons mclude 
• A senes of newspaper artIcles to raIse awareness on the Issues of supply/demand, customer servIce, and 

dIfferentIatIon/segmentatIon, as well as the current SItuatIon of the c..lothIng mdustry as assessed by the 
BDSomt 

o SImultaneously researchmg vanous questIons about fabnc care and usage m order to have matenals when 
partICIpants gather It has been dIfficult to find RUSSIan languages matenals that will prove useful to our 
clIents One contact, a SeWIng Incubator m St Petersburg, WIll be further pursued 

ell OrgaruzatIon of a semInar/trade show to bnng together sewers and sellers of clothes as the first step of 
buIldIng bUier/seller relatIons m tins mdustry PartICIpants lIstened to the hIstory of the research, the 
summary of constramts, and the suggestIons of how to proceed more effectlvely Sewers brought and 
presented models to each other and to several local sellers Some cntIqumg was done as well as tIps 
gIven The clothmg vendors were surpnsed to learn how well some of the local sewers can sew It was 
Important to know the next step and so the final sesslOn was devoted to gathenng Ideas for future 
meetIngs At the outcome of thIs semInar, partICIpants establIshed a concrete plan There IS a goal to 
create a regIstered, actIve assocIatIon of local sewers and sellers References were made to other 
asSOCiatIons that hadjomed together and unproved the SItuatIon, as least slIghtly, m theIr respectIve 
mdustnes 

• FormatIon of "The AsSOCIatIon of Entrepreneurs of the Clothmg Sector" TIns actIVIty has mcluded 
meetIngs, advertIsmg, SIte VISIts and telephone calls IrutIally a small work group was formed to complete 
adInmIstratIve work for the formatIon process Together WIth the BDS IDltIatOrs, the work group 
formulated a mISSIOn, objectIves, and a charter- mcludIng an offiCial name, IDltIal cntena for memberslup 
and roles of officers and members of a Board of DIrectors 
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The mam obJectIve~ are to 
Create buyer/seller relatIonslnps that harbor trust and relIability 
Improve qualIty and sales of locally made clotlung 
Protect the mterests of members 

Through actIVItIes such as 
Regular meetIngs to dIscuss problems and solutIons 
Trade shows to brmg buyers and sellers together 
ConductIng trammgs on necessary bUSIness and techrucal skIlls 
InVItIng speCIalIsts 
Gathermg InformatIon and new Ideas 
Jomtly promotIng locally made clotlung 

II Contact was made WIth the local admmIstratIon and theIr small busmess development office Through 
thIs representatIve, a 'round table' conference was orgaruzed where thIs representatIve, a tax mspector, 
and a customs officer answered drrect questIons posed by potentIal members of the asSOCIatIon 

II A general assembly was held to ratIfy the charter, elect officers and members of the Board of DIrectors 
AddItIonally, a tentatIve five-month plan was created so that members and future members can start to see 
real actIVItIes and not Just meetIngs WIth paperwork 

• TentatIve plans mclude 
a semmar to dIscuss the technology and usage of new fabncs 
orgaruzatIon of sprmg fabnc purchases 
fashIon shows In preparatIon for spnng, hIgh school and college graduatIons, summer 
trammgs for marketIng and CUttIng 

At first the BDS urnt ofKCLF takes a role of orgamzer and coordInator as well as mam researcher due to tIme 
and resource avaIlabIlIty Gradually these actIVItIes will be handed over to the assocIatIon 

The BDS urnt has a goal of developIng thIs assoCIatIon so that It can eventually be organtzatIonally and 
financIally self sustamable The effects WIll be very long term If the assOCIatIon can be taught to lead and 
orgamze on Its own Furthermore, thIs gIves BDS the freedom to move on to other subsector projects Dunng 
the dependence stage, It WIll be Important for BDS to recover Its costs of actIVItIes related to the subsector 
actIVItIes By openly trackIng and dISCUSSIng costs of operatIons from the start, the Idea IS to tram the 
assOCIatIon to be finanCIally sustamable once they are ready for Independence !mtIal mcome generatIon 
plans 

MembershIp Fees 
Fees for semmarsltrammglconsultatIons 
Fees for eqmpmentlresource usage 
Fees for office facIlItIes (Ie Photocopymg, FAX, word-processmg, erruul, translatIon) 

The assocIatIon should need approxunately one year relyIng on the skIlls ofBDS to reach the desIred goals as 
well as sustamablltty After one year the aSSOCIatIon will be m a posItIon to carry on Its actlVltIes and expand 
Its outreach It IS a goal ofKCLF to ensure that thIs ImpOrtant, new orgaruzatIon contInues Its work m the 
future and assIst m the value-added to locally made products and serVIces 

For questIons or comments about thIs subsector study or to open dIalogue WIth the BDS urnt of KCLF, 
please feel free to contact KCLF at kclf@mmi tald kz In addttIon, the author may be contacted VIa 
emaIl at wnght_aruta@yahoo com 
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AnnexA 

Tunepenod 

Nov 
SelectIng the subsector 
Select 5 prelunmary sectors 

Dec 

ClothIng Subsector Approach 
Ttmelme 

Nov 98 to May 2000 

Resources needed 

KCLF/PVC 

Detemnne cntena for subsector selectlon KCLF/BDS 
PreparatIon of 30 rom trammg for KCLF staff PCV 
Create questIonnarre for key mfonnantslmtervtews KCLFIPCV 
Create Job descnptIon for HCN counterpart for SS project KCLFIPCV 

JanlFeb 
Project on hold 

March 

PartICIpants 

KCLF chent database 

Past subsector reports 
reports/office matenals 
reports/office matenals 
office matenals 

InteMew candldates for BDS employee KCLFIPCV newspaper Job ad 
Tram new employee on BDS/SS project 
Detemnne busmesses for prelunmary research 

Apnl 
InteMew 5 SS candldates, 3 days a week all month 
Select 1 SS at end of month 

DISCUSS cntena 
ReVlew rankmg 
ReVlew mteMew InformatIon 
Detemnne best chOlce 

May 
1st week 
Create budget for folloWlng 2 month penod 

2nd week 

PCV/BDS 
BDS (henceforth BDS mel PCY) 

BDS 
KCLF/BDS 

BDS 

OCcaSlOnal transport 
mteMew analYSIS 

cost estImates 

Analyzmg the Sub§ector to determme COD§tramt§ and opportilnatIe§ 
Draw prehmmary subsector map BDS draft of map 

3rd and 4th week 
Hold conference Wlth BDS speCialIst 
Teach BDS/KCLF staff unportance of SS study 
PreparatIon for workshop 

InVltatIons 
LOgistIcs 
PresentatIon mformatIon 

May 21, 1999 SeWlng Sector to workshop 
Intro to BDS at KCLF 
Intro to subsector approach 
:explanatIon and editIng of !.ubsector map 
BraInstorm constramts 
Bramstonn opportumtIes 

LIst all unknown questIons m the sector 

KCLF/BDSI office matenals 
ACDIIVOCA volunteer Prep to host volunteer 

BDSI ACDI-VOCA vol 

BDS 

office matenals 
lunch 

I 
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June 
Tatlor questIonnarre for dIfferent m-depth analySIs BDS office matls, 
1 st and 2nd weeks 
Intervtew 12 supphers of raw matenals BDS/mtervtewees 

I 3rd and 4th weeks 
Pass out surveys to 57 random consumers BDS/mtervtewees 

I July 
2nd and 3rd weeks 
Intervtew 15 sewers (not mcl from prehm mtervtews) BDS/mtervtewees occasIOnal transport 

I 4th week BDS 
ReVIsIt lIst of unknown queStIons, decIde research complete 

I 
Create prehnnnary lIst of constramts 
ReVIse lIst to constraInts Wlthm our abIlItIes to Improve 

Identd'ymg PotentIal mtervcnuOilBs BDS office matenals 

I Bramstorm lIst of InterventIons to alleVIate these constraInts 

August 

I 
1st week 

Create a shortlist of InterventIons 
Analyze costs of 4 poSSIble InterventIons 
Present 4 vanant to KCLF staff for approval 

I Prclimmmry Interventu)D Program BDS office matenals 
Select mterventIon WIth consIderatIons for 

I 
PractIcalIty 
Resources 
Cost effectIveness 
SImplICIty 

I Leverage 
DeVIse plan 

I 
4th weeks 
September 
ImpiementatDolll of mtervelllltaoD Program 
Ne\\S ArtIcles BDSIKCLF artIcles and ad fees 

I October 
2nd and 3rd weeks 

I 
preparatIon for Semmar/Trade Show on October 19th BDS stIckers/comment 

forms/hangmg racks! 
copIes 

I 4th week 
MeetIng With Employment Support rund BDS 

I 
November 
1st week 
General meetIng to form aSSOCIatIon BDS copIes 

I 
2nd_ 4th weeks 
Sf'nes of meetIngs WIth work group BDS/work group copIes 

MiSSlOll and Goals 

I 
Charter 
Memberslup cntena 
OffiCIal questIons 

I 11' 
I 

I },{ 
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December 
1st week 
Round Table at the Clty Admmtstratlon 

3rd week 
Fax WIth explanatlon to local newspaper for 

free advemsmg of assembly 
Ftrst general assembly charter approved, 

Officers and BOD members elected 
Baselme survey handed out 

4th week 

BDS 

BDS 

BDS 

subffilsslon of charter and documentatlon for regtstranon BDS 
at Clty admtmstratlon 

January - May (tentatlve plan) 
Conunuous acuV1tles and monthly officers meeungs 

January 
Semtnar/expenence shanng oftechnology offabnc 
Orgaruzatlon of spnng fabnc purchase 
Markenng trammg 

February 
Trade show to prepare for spnng, necessary advemsmg 

March 
Trammg for CUttlng 

Apnl 
Trade show to prepare for spnng graduatlons and 'prom,' nece'lsary advemsmg 

May 
Advemsmg for sellers of local clothes, trade show to prepare for summer 

questlons, coples 

office matenals 

charter, paperwork, 
survey 

I 
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AnnexB 1 
Schedule of Workshop 
May 21, 1999 

9 00-3 00 Chentlnon-chent subsector specIfic workshop 
(reVIsed actual schedule) 

915-950 

950- 10 10 

IntroductIon ofBDS staff, handmg out of supplIes and schedule Short mtroductIon of 
partICipants 
(Too) Bnef statement of objectIves To mfonn them of the BDS urnt, current and potenhal 
actIVItIes to mfonn of the subsector process to gather mfonnahon on therr ss s constramts 
and Ideas for mterventIons 
IntroductIon of the busmess cham and how BDS could help at any stage 
Introduchon to best practIces With lead m to why the subsector approach 

SS Methodology Process 
Parred up the theoretIcal With the actual work done 
In concluslOn broke doWll the 3 steps SelectIon, AnalYSIS and Project IDlplementahon and 
showed what 18 firushed, m process and to be completed 

10 10 - 10 30 Break 

10 30-11 

11- 12 

12-1 

IOmms 

I 10-1 40 

140 - 2 20 

IntroductIon to a subsector map Why It 18 used Def1I1ltIons taught (need to be wntten 
doWll) Frrst descnbe a genenc map 
Hand out actual map that we have come up With through our research Read through all 
canals, explam arrows, broken hnes Ask for therr mput Do they agree, disagree, changes, 
additions Fmally quantify (We did how many producers are workmg per canal and how 
many retaIl sellers ? may do how many people m each trade group, how many work places 
etc) Redraw final map agreed to by partICIpants so they can see and agam approve 

Lunch 

(NEEDED- how to work m group, not to be dommatIng or cntIcal of each other) 

Hand out and (BETTER) explam matnx used to Identify constramts at every step m the 
busmess cham and IdentIfy which trade group IS suffermg that constramt Owe example 
RemalIllng tIme to fill out matrix m small groups 

Read to other groups and to facilitators, constramts found DISCUSS 

220 - 2 30 Break 

230 -2 50 

250 -3 30 

330 

Explam that now third column will be filled m. Small groups will lIst pOSSIble BDS urnt 
mterventIons to help alleVIate constramts 

Read to other groups and to facilitators Discuss pOSSible mterventlon Ideas Facilitator 
summanzes Idea 

ConclUSIon and evaluations 
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Annotated notes of Phases 1,2 and 3 of workshop 

AnnexB 2 a 

Phase 1 
The BUSINESS CHAIN will be explamed 

What IS the role of BDS at every step? 

1 What can we do for clIents? 
How well are entrepreneurs workIng at every step m therr own busmesses? 

DIS,UTION/SALES 

~TING 

MANUFACTURING 

SUPPL ~ LINKS 

NEW ptODUCT IDEAS 

Goal IS to mcrease profit of cbents 

PossIble Ideas 
Group sales, wholesales Ie order for 200 dresses spread 

Over 20 women who can only make 10 dresses 
ProVide mfo & lmkages wI dIfferent markets where there 

Is unmet demand 
Improved desIgn, trammg, technology, dIversIficatIon, 

qualIty, effiCIency Any outsourcmg 
Wholesale, retaIl, credIt FacIlItate group buymg 

Lower costs, mcrease therr profits 
Teach how to research, determme supply and demand, 

Determme costs Maybe busmess startup trngs 

BEST PRACTICES m the field of Busmess Development ServIces 
Must be demand dnven Just hke a busmess, we must offer what chents want, not what we 

want to give 
Must be subsector specIfic General trammgs and projects have shown to be less effectIve 
Must be cost recoverable - must know our costs and must charge a fee Chents wIllmg to 

pay also IS a SIgnal of therr demand for the servIceS 

AnnexB 2 b 

Phase 2 
2 tramers WIll alternate between Theory and PractIcal Can also be dIVided mto past, present and future work 
20mmutes 

As Kelly has mentIoned, a BDS urnt will be more effectIve IT one specIfic subs ector IS chosen to work WIth 
There are three mam steps m the subsector methodology subsector selectIon, subsector analYSIS, and project 
deSIgn and Implementatlon I WIll explam these m theory Sandygash wtll tell about the pracucal work we 
have done 

1 SUBSECTOR SELECTION the first step IS the selectIon of one subsector m the local economy that has 
rugh potentlal for development and fits WItlun the capabilitIes of our BDS urnt of KCLF 

A Theory m order to do tlus, prebmmary subsector candIdates must be chosen even IT WIth hmtted 
mformatIon 
Practlcal from our cbent database, we started WIth 5 subsectors They were bread productIon, 
sewmg, office suppbes, 011 productIon, and hot food servIce 

B Th Cntena from wrueh to evaluate the candIdates must be chosen For example unmet market 
demand, the posslbdity to create new work laces, and the percentage of woman mvolved 
Pr We made a hst of the cntcna that we at KCLF find most lffiportant From tlus bst we wIll rate 
the 5 subsectors 

C Th IntervIews need to be conducted WIth key mformants Wltlun each subsector at dIfferent steps m 
each subsector (At all trade group levels) Quesnons asked Wlli be b~ upon the cnteru chosen 
Pr We spoke WIth more than 50 busmesses m all, some from each subsector and some at vanous 
levels of the channel from raw matenal supplIers to firushed good sellers 
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D Th By the cntena selected and the mformatIon gathered, must gIve a rankIng to each cntena of each 
subsector to create a score sheet 
Pr After firushtng our mtervIews, Wf' sat and have a score to every cntena m each of our 5 
subsectors 

E Th Complete totals for each subsector and chose one subsector to further study 
Pr Calculated the scores and chose the seWIng subsector Even though the score was only 2nd 

lughest, we thought that theIr needs better matched our resources 

2 SUBSECTOR ANALYSIS 
Th Further research m the chosen subsector to learn opportunItIes and constramts WIthm the 
subs ector cham. 
Pr We WIll conduct more detaIled mtervIews WIth more members of the seWIng subsector m order to 
find demand dnven unplementatIons 

3 PROJECT DESIGN AND llvIPLEMENT ATION 
The goal WIll be to unplement cost-effectIve Interventtons that WIll help a large number of bUSInesses 
at one ttme These mterventIons could occur at any step of the busmess cham, winch Kelly descnbed, 
at any pOInt WIthm the sector 

AnnexB 2 C 
Phase 3 

Subsector Map explanatton 

In order to see an overall VIew of what IS happenmg m a subsector, a subsector map should be drawn. A 
subsector map summanzes the econOmIC relatlonslups among busmesses In the subsector 

You remember from the openmg seSSIon that a subsector IS a network of firms that supply Raw Matenals, 
transform them Into fimshed products, and dtstnbute them to a market for sale By the end, the firms are all 
producmg a same, final product In your Sltuatton, clothes 

The flow m the system presents optIons for small busmesses In tlus process we can also analyze opportunItles 
and constramts 

Let's start to draw, m case It IS not clear 

We know that everythmg must start from Raw Matenals They may be bought wholesale or retaIl Next the 
raw matenal must be transformed m ProductIon The matenals WIll have to be cut, sewn, buttons added, and 
Ironed Fmally the fimshed clothes WIll be dtstnbuted and sold ill wholesale, retaIl or per order markets 

How exactly tlus process occurs can vary We can show the VarIattons on our map 

Let's do two examples FIrst, large factones 11J.ey wtll buy matenals at bulk pnces from a wholesale 
supplIer InSIde the factory everythmg wtll be done from cuttmg to rromng And these factones even have 
then own retaIl stores so they also do the sellIng step From the boxes we can see that only 2 busInesse<; are 
mvolved In tlus process 

Second example Smaller enterpnses that buy smaller amounts at retaIl supplIer They alone cut the matenals 
and sew But then sell the unfimshed product to another firm that only does buttons ana Irons the final piece 
These firms then sell to mdtVIdual customers who have ordered the clothmg In tlus eXdIIlple 4 dtfferent 
busmesses were mvolved m the process 

We call these verttcal supply lmes cb2l11D.els SInce the processes are drl'ferent, we want to draw them 
separately 

Now lets look honzontally across a lIne These bUSInesses are mvolved In one stage of the process For 
example, the retaIl sellIng of fabnc ThIs one aCtlVIty IS called a trade All the busmesses belong to the trade 
group 

Addtttonall}, take nottce that e\ ery busmess, whether large or small, has theIr own busmess cham 
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These are the fundamentals of the subsector map Now we want to show you the map that we have drawn 
based on our research. Candygash will explam the 4 drlferent channels that we have found m our local 
mdustry 

Our goals are to have you understand the map we've created, but most unportantly, chscuss the channels We 
want you to add or delete what IS wntten, as well as add addlt10nal channels we mIght not know about 

And once we have a common opmIOn, we will try to determIne how many busmesses are ill each trade group 
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AnnexB 3 
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