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1. DACKGBEO&ID

Bangladesh, wvith 103 million people, im the most densely
populated nation in the world. OUnemployment and anderemployment are
high and rising, both in the formal and the informal IIE’HIIII of the
econowy. Real incomt has been in decline for both urban and rural
workers; real wages in 1901 were only 640 of 19564 Jevelan.

Agriculture employn B5 per cent of the population on elither a
full or part-time banis, but most households must resort to noan-farm
activicles to make endn meet. A the population continuea to grow,
fower people are able to find full-time employment In agriculture and
are forced to look to non-Farm work, where opportunities are avalliable

in ) arecass

- Hon-food goods and serviceas such as constroction, road,
building ete)

- Inputs and services to agriculture,; such as tools and
equipment,; repalr services, transportation, and processing;

= Manufactured goods and handicrafts that feed into local and
overseas markecs.

For a rural landless parson in Bangladesh the possibllity for
earning an income outeide the agricultural sector is limited to very
fow activities, ouch an amall trading, rickashaw pulling. or day
labouring. Success as a emall trader is restricted by the very low
buying power of the local populace which Is limited to ssaentials
only. A rickshav puller sarns survival wages, and the nppu:tml:r.fﬂl
casual labour are seanconal and limited.

The development of amall scale industrial units may ll'llﬂl’ﬂ'ﬂll
production, but the number of joba oreated in such onite is.emall. As
vell as the high investment cost of an industrial unit, its
centralized nature increoanes dislocation by fostering rurlf ll.uuiliun
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into urban afeas. Such units also strain the economy with added
requiresents for urban infrastrocture.

Thua it is necessary to develop economically viable workplaces to
benefit the mazimum number of people. Given Bangladesh's pressnt
economic situatlion, labour intensive jobs need to be created.

2e BBAC
The Bangladesh Rural Advancement Committee (BRAC) 18 a pnon-

governmantal organisecion (HGO) involved in comprehenalve integrated
development programmes to asslst the disadvantaged rural population.
BRAC works in organiging and mobilizing people intd cooperative groups
which then plan, iniriate, manage and control group activities in both
soclal and econdmic development. After completing Eunctional
education courses, programmes Such as agriculture, horticulture,
pliesciculture, animal husbandry, duck and poultry raiasing, Iiiul:ritiam
health care, and family planning services are implemented h:rr the
groups. BRAC supports the groups' activities by prnviﬂinq'traintng,
credit and logistical assistancs.

Ag pointed gut above, one of the major conatrainets faced by rural
people, in the attenpt to improve their lives, 15 the lack of
enployment opportunities, RAgriculture, which is the primary employer
in the rural areas, is only capable of absorbing 30 percent of the
country's labour forge, to which over 1.2 million people are added
each year. To secure 2@ployment outside this sector is extramely
difficule, no BRAC has been working for the revival of handicratta
mwade from locally svailable materisls., to generate stable income and
employment for the landless and rural poor, eapecially for women.

BRAC and many other NG0s have successfully organized rural craft
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producer groups throughout Bangladesh. Through a poliey of supporting
and exhioviting tradicional crafte and designa, BRAC has been shle to
atimu}late a large demand for domestic handicrafts. BRAC sponsorsd the
first national exhibition of Jamdoni weaving and Eantha embroidery.
Balea receiptn from Aarond ohope indicate that 80 per cent of sales
are made to Bangladeshis, demonstrating a very large domestic market
for local handicrafts.

3. AMBOUG
In 1980, the Henwnonite Central Commictee (NCC) and DRAC sat up

Aarong as a joint venture, but it is now managed solely by BEAC.
Aarong's objectives are to generate employment among rural artisans by
providing support services and marketing facilities, and to revive anc
promote tradicional arts and erafts of Bangladesh.

Azmong the services which Aarong provides are the following:

1. Direct contact with the artisan producers by elimination of
the middloman; full payment for the producer’s handicrafts at
the time of delivery)

2. Infogwation about the artisans to the customers;

3. Btrict guality contralp

4. Design and product dsvelopment services to help the artisan
reach vider markete;

5. Craft lmprovement training;
6. Retall chowiooms and sales personnel to sell the producte.

In Aarong’s Prodicer Services Section and during periodic tripa
to the rural production centres, staff discuss, analyse, and plan with
individual producers. Designs, technologies, row materials, price



structure, product guality, planning and placement of orders, and
quality control are reviewed,

Aarong's Customer Services Section gives customers information
about the artisans and their products, and handles special and export
orders. It also conveys reguests, suggestions, and complaints from
the cudtomers to the Producer Services Section.

The design staf” research, document, and catalogque the deaigns
and technologics which are indigenovs to Bangladesh. They discuss
with the artisans and modify old designs, strengthen existing omen and
supply new ones, They test new technologies and experiment to develop
new prototypes - clay products, leather goods, stationery, garments,
bed and table linen, saris and shirts - utilizing traditional motifs,

To capitalixe op the demand for Eraditional craftes and to
provides national outlets for handicrafts throughout Bangladesh, BRAC
has proposed to establish a chain of Aarong shops. These are intended

Eol

= Increaas income and employment opportunities for poor rural
artisans and producers by bringing local support services and
marketing facilities within their reach;

= Expand domestic markets for traditional crafts;

- Porther populaiize traditionsl designs and ceafts.

The net margin of Aarong's earnings is used for research and
product development to maintain continual innovation in the artisans'
producta. Rarong's lncome, expenditure, assets, and liabilities are
incorporated into BRAC's financial accounts for audit purposes. All
Aarong employees are BRAC employees, and BRAC is liable for all
matters connected with registration, taxation, and ﬁthnrlﬂtntn:urr

reports.



4.  PROPOSAL

4.1 Bhous
There are nov four Aarong outlets in opecation: 2'1&rge shops 1n

Dhaka, one lacge shop in Chittagong, and one small shop in Sylhet. A
third medium sized nhop 1= about to open in Dhaka (Gulshan) as well as
a secand shop in Chittagong. HRApact

from normal 'testhing etrouble' at the ocutset, all shopa have bean
succansful from both aoocial and commercial points of view. Hore shops
means more customers, more demand, and thus more income for rural
artisans, Total sales increased by 54% in 1960 compared with 1985,
though the usual increasesin the past were around 30% p.a. According
to independent sources, Aarong appears to be one of the best
handicraft projects in the whole subcontinent, judged by a wide
gpectrum of evaluation criteria.

BRAC now proposa#s, therefore, to expand Aarong's operation by
increasing the nomber of shopa to 10 over the next 3 years by opening
twe shopas in distriect townn in each of 1988 and 1989. The bDudger (m2e
Annexes II and IIX) is calculated on extrapolation from the operation
of existing Rarong shopas. Thus, a small loss ip expacted in the flcst
vaar, after which each alop is expected to be profitable.

4.2 Export
Aarong'n Bxport Lepartment wae eatabliahed in December 1985 ko

expand Aarong's gales beyond the Bangladesh market. The department

wan sek up from a sound position of having a wilde range of products at
{vs disposal, as well as a team of competent staff. However, to find
the right balance of :.Innl.ll:g and production capacicy nui".':agle for the

export market requires more research, contact making and



experimentation. The department 18 currantly engaged in this work.

Aarong's Bxport Department staff exhibited Aarong products at
Frankfurt Trade Falr in 1986, and made gsales vigits té the UK and the
Fetherlands. So far, most interest hat been forthcoming from
Alternative Trading Organisations (ATOs)®, and from n.n.ngll;:lluh.l
traders residing In Burope and Horth America. The Expoct Department
ig especially involved in the problem of scale of produoction:
wholesalers regoire millions of & particular item within a short
delivery date; retailers are shy of buying more than a tiny gquantity
at a time, which, when the coste of transport, handling etc. are
counted, prices the goods out of proportion to their value. There is
thus the possibilicy of setting up 'Aarong Lopdon' as a pecelver/depot
with agents who can do the rounds of department stores and boutigues
with small quanticies of products on a 'sale or return' basia.

1986 was the year in which Rarond's Export Department developed
systems procedures to process orders and ship goods overseas. It slso
identified its strengths, weaknesses and training needs. It expacta
to increase its client 1list cenfold by the end of 1987.

From the interest and enthusiasm In Aarong's sample products
shown abroad, BRAC is convinced that a large untapped market exista
there. The days of msss production and standardisation of goods
appear to b numbered, as people begln to seek out handmade and
cottage industry products, particularly textiles (embroidery, weavina,
garments) and ceramlica. Aarong, with the assistance of jgte designers;

is in a puﬂltiun to serve such a market. This would mean & huge

- -

®= ATOs are generally retail ﬂEpar:lun:I nf'vﬁluntnry-u:ilnlultluns.
and operate with a social rather than a commercial ethos, often
selling the handicrafta produced at projects they fund ip countries

gauch as Bangladesh.



axpansion in production, and therefore also a masaive incresse in
income and employment Eor rural artisans.

To support this effort, BRAC requests support over an initial
three year period for Aarong's nascent eXport trade., On the basis of
a three month credit period for cuatomers, and & one m-*.:n'::h advance
supply of raw materials to artipan producers, four montha' worth of
working capital is tied up. Expected export sales Por 1987 are 30-40

lakh Taka (3-4 million) - see Annex I.

5. FUHDING
BRAC's goal in working with the rural poor is to enable then to

be gelf=-reliant. BRAC has the same goal for itself asn an organization
= to reduce its dependence on external funding. With thlln end in
view, BRAC has established two commercial ventures, BEAC Printers and
the BRAC Cold Storage and Ice Plant. BRAC Printers hag been providing
funds to BRAC's programmes for the paat 6 years, and thel: Cold Storage
and Ice Plane for 2 years.

Rarong L& presently generating revenues aufficient tc meet its
annual operating budget; however, funds must be injected into Aarong
to meet its caplital development costs. Even In countriss such as
India, vhich have a large and sophisticated cottage industries markat,
organisations like Aarong are not totally self-financing.

To Eund Aarong's shop ¢xpansion and export venture, BRAC is
proposing that 30% of the funds required be provided from Lts own
resources, and 70% b2 sought from foreign funds. The latter
contribution will foster partnership between BRAC and fomeign funders
by co-financing BRAC's development activities to assist the rural
craftemen of Bangladesh. '



JUMeEY DUDGET (ALSD SEE AMNEX-[)
ITRE N * oo

11,74 ivee 1999 Total
BNEN SHOF FresteC |0

Chittagong In 19497 2,000 2 5 DO

Districks shops:

2 in 1990 4, 000 8, OO0
2 in 19 1, 000 5,

b 2,000 4, 000 8, 000 10, 006
EXPORT EINANC ING 1,333 2,000 1,447 5 D00
INCREASE IN WORKING CAPITAL 1,775 2, 200 3,400 7.373
TOTAL FInanCIND FCQUIBED 5,108 a, 200 . 007 22,37=

T r—

IFIGURER N TAKA)
BMAC" s SHARE 30X 1,532,000 2,450,000 2,720,000 &,712,000
DONCR FUNDING SOURMT 707 3,576,000 5,740,000 5,347,000 15,463,000

S5, 104,000 8,200,000 9,087,000 22,375,000
e 2 L g o B R

T9IAt EVND GROVESIED EBOY DONGE QYER IMNEE YEARS

. TaxA 19, 547, GO0
& CON 8] = Tk, 1! COM % &81, 000
e
BISBURIED AT EOLLDWS:
Year 1 (1987 - 185,478
Year 2 (1988) - 249,548
Year 3 (1% - 173,937
CoM ® &8, 000 »
e N ]



A = §
GRETHG
{Tasa TN "O000)
PRGJECTED SALLL
Fartual PROJECTION w1
19328 1587 | vas 1 =gy
SLIETING BHOES
Erusrwinteri o 11,600
FRaghbaz ar S, 100
Chi t tagong 4,700
Evlhet 1,500
———— 30, 000
EROPUSED GUOES
Gulshan ¥2 1,200
31,200 A4, QOO
Cnittagong (11} Be & 400
.:.m =| ‘-m
Z district shops 3, D00 1, 900
Z district shops 3, OO0
22, 900 T}, 200 4%, 400 &2, 000
=PORT 83 BOO P 10, GO0 15,000
23,700 35,200 5%, 400 77,000
TR TE —r T Es = - - = T
NG BEQULERD
i} Export 4 months credil 04 1,333 3,333 5,000
Less previous year's W'c - 1,333 (3,333)
‘) Coat of opening new
shops 19 1,333 = 000 1,647
(2,000,000 u» | whop! & 2 000
(2,000,000 « T ahops) & Q000 &, 000
i Increased working capital reguired
dum to inCreass in sales BT LeT 73 2. 200 31.400
=, 108 A, 200 T,047
= - T—
1NanCED Y
BEAC 0% Taka 1,532,000 2,480,000 2,720,000
SCONS 1= Th.2T = &4, 609  106,%7 118,281
DOnnOR 70X Taka 3,574,000 5,740,000 b, 347,000
PCOM® L =~ Th, I3 Con e 155,478 249,060 2 I75,982




T R W

h“-l canitd,

10TS, BEQUIRER TOTAL bRAC Donor
N POE

ke 22,375,000 o, T1Z,000 13,883,000
CON = 72,824 1,02 SR, 000

TUTAL REDUESTED OVER THREE vEARS: Taka 12, aal, OO0
ChM &1, 000

SISDUBSED 68 EULLOME

Year 1 (1907) - 155,479
2 LI98n) - 247, 565
3 r19a%) - 7S, 997
o s L83, 000
- —— S
1 potes:

I. The projecied sales figures for the shops are caleul ated in
anticlipation of 3 3% increass In sales.

2. The Sulshan shop i dus to open in mid 1987, The sales
figure for %87 js & six sonths projection.

<» Export figures are Lased on the sspectation ol & drasatic
increase in salew.

%. For awpory, on averige thrse sonths sre reguired before
PFaySsant 1s received. Also one apnth’'s advance supply of raw
satoriain is given to the artisan producers. This a total of

4 monthe credit Le reguired.

S. Agprousimately Th, 2,000,000 is required to open & jnow secius
siged shop, In the table the figures are calculated for one
aedium sired ahope in 1987 and tuo shope wach In 19068 snd
1989. .

€. KR second shop in Dhittagong L= planned to be opaned towsrds
the end of I997. No sales projections are provided for in
1987 for this shop & the sales nay not cosmencs iil

Decenbor or January 1988,

7. The incresse in working capgital is requirsd for higher
Fequirssent uf stoch dgoe to J0T Increase in sales.

ingrsdase In saiae

x 3
2 sonihs



Annex-I1
AARRE, EXDANMEION PROGRLAEIR

BIDCET
| r (1,750-2,000 aft.)
&',H...
« Rent Advance 3%0,000
l, Frontage Construction 15'.“#
C. Internal Decocations, Furnitore and
Fixtures 550,000
D, Ar Conditioning 440,000
E. stocks (Working Capital) I.HH oo
HUB-TOTAL l.:uu Quo
s i {700-1,000 SPYT.)
Lot Dot She
A. Rant MAvance 250,000
B. Prontage Conatcuctiom 150,000
C. Internal Decocrations, Puraiture and
Pizturea 440,000
D. Alr Conditioning 160,000
D. Stocks (Working Capisl) 1,000,000
SUB~-TOTAL 1,965,000
ITI. SBALL SUOP: (350-400 sPT.)
A. Rent Mvance l&ﬁ,ﬁﬁ
B, Internal Dec¢rations, Forniture and
Plxturea o0, 000
€. Ar Conditioning 80,000
D. Stocks (Working Capital) 500,00

BUB=TOTAL 1,030,000



2,
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L-ABGE JUOP
Balev Revenuo 3,900
Coat of sold (Purchas= 3,042
price and other #irect expenses)
Gronm Margin nse
General, Administrative, mlir.lz
Expensea & Depreciation of Pix
Azpeln 670

Producers Services, Design & Design
Ssrvices, Product Development ete. 215

Net Margin/(Losa) z7

Taka value Added
(40% of Aaromg sales)

Number of Producers Serviced 1,500
(Avg. income Tk.1000/producers

HEQIUN SuOK

Bales Revenue 1,775
Cont of Gobds Bold 1,386
(Purchase price & other direct

expenses)

Groas Margin I89

General, Mministrative, Selling

Expenses & Depreclation of
Pized Assets Joo

Producera l-ﬂl.u-ri Design,

Develogment oo ”

Wet Margin/(loes) (3)

Annex-ITF1
(T%. ia "000)

't - -I !f--j
4,880 5,700
3,650 4,446
1,030 1,254
T00 T20
21a 252
22 72

1,000

d,180
1,605

475

315

132,

50

1,560,000 1,072,000 2,200,000

4,592
2,022

570

324

112
134




Annex=I11 [(Cont.)

Taka value addsd 710,000 884,000 1.036
(408 of sales)

lic. of producers serviced

(Avg. Inceme Tx.1000/Prodocers) 700 050 1,025
SMALL Suop

Salee Rovonue 1,000 1,300 1,650
Cost of Goods Sold T80 1,014 1,318

(Purchase price and other
direct expenses)

Gross Margin 220 186 irnz

Genacal, mmi:l:iu. E-Hm
Expennos & reciation on
Assets e 185 170 175

Producers Services Daslgn,
Dan Bervices 3 Praduce

devo |l opment 56 41 45

Net Margin/(Los=) (1) 75 152
_aama ik - =ESTE

Taka value added 400,000 520,000 676,000

(408 of salan) ;

No.of producers Secviced 400 300 &7s

(Income Tk.l000/Produceca)



