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Foreword 

s part of the ongoing dissemination of BIBM research outputs, the present 

research paper contains the findings of the research workshop titled 

“Developing Tailor-Made Products for CMSMEs by Banks: Do Business 

Characteristics Matter?”. The study was conducted in 2021 and the paper was 

presented in a roundtable discussion held in December 2021. The study was 

motivated to identify the financing need of different CMSEs based on their 

business characteristics and to propose some sector specific products and 

approaches for banks to finance diversified CMSEs for fulfilling their financing 

need. 

It gives me immense pleasure to publish and distribute this research output to the 

practitioners of the banks and financial institutions, regulatory agencies, academics 

and the common readers. I hope this research paper will be a valuable resource for 

professionals, especially for the banking community for developing effective 

banking products to finance diversified CMSEs for fulfilling their financing need 

in Bangladesh.  

   

Md. Akhtaruzzaman, Ph.D. 

Director General, BIBM 
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Executive Summary  

The Small and Medium Enterprise (SME) sector plays crucial role in achieving 

Sustainable Development Goals (SDGs) of the government by generating job 

opportunities, encouraging innovation, promoting sustainable industrialization, 

and reducing poverty and income inequalities. In Bangladesh, SME sector 

contributes to 25 percent to the GDP, about 40 percent of gross manufacturing 

output, accounts for 90 percent of the private sector enterprises and about 70 to 80 

percent of the non-agricultural workforce working in the sector which is around 25 

per cent of the country’s total labor force.  The Cottage, Micro, Small and Medium 

Enterprise (CMSME) sector also occupies the highest position in terms of number 

among all the businesses. According to Bangladesh Bureau of Statistics, 10.66 

percent firm are micro, 8807 per cent are small, 0.73 percent are medium and 0.54 

percent are large firms among the total number firms in Bangladesh. Even in terms 

of employment, among the categories CMSME contributes more like small firms 

employing 58.25 percent, followed by large (30.59%), medium (6.23%) and micro 

(4.93%). Beyond the contribution towards employment, CMSMEs are also 

significant for the society for building social networks, ensuring life standard of 

poor people, contributing to export earnings, reducing social unrest, creating new 

entrepreneurs, satisfying consumers’ needs with competitive price, fulfilling the 

requirements of many large firms, and so on. 

Globally, the CMSE sector faces severe financial constraints. CMSEs face such 

difficulties mainly on account of market imperfections, asymmetry of information, 

institutional insufficiencies, and high level of operational cost. Due to lack of such 

development, the CMSME sector still experiences a huge finance gap for their 

development. According to the IFC estimate, around 65 million firms or 40 percent 

of formal MSMEs in developing countries have $5.2 trillion financing gap every 

year, which is equivalent to 1.4 times of the global MSME lending.  

Like other developing countries, financing has been identified as one of the major 

issues for the CMSE sector in Bangladesh, as this sector has much restricted access 

to formal institutional sources of finance in Bangladesh. The issue of CMSEs 

financing problem in Bangladesh has been identified in many studies. However, 

there is hardly any study to look at financing through tailor-made products for the 

specific sector of the CMSEs, particularly in Bangladesh. 

The CMSE sector generally vary by size, category, sector, financial sophistication, 

and business maturity. In Bangladesh, like many other countries, the CMSE sector 
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is very diverse in nature and located all over the country. Many of them have 

seasonality effects as well as variations in cash flow cycle.  The nature of the 

manufacturing, trading and the service sector highly vary in terms of raw material 

usage or procurement, capital investment, business management, operation cycle, 

selling mode, products and service marketing and many others. This heterogeneity 

of the business characteristics indicates the diverse need of banking products and 

services. Thus, there is a need to develop some diversified products and approaches 

or lending mechanism so that CMSE entrepreneurs can easily fulfill their financing 

needs.  

 Recently, all commercial banks in Bangladesh are trying to finance the CMSE 

sector with a good number of products and various initiatives. However, these are 

mostly traditional financing products and approaches. In Bangladesh, like many 

other countries, most of the CMSEs are scattered throughout the country and 

heterogeneous in nature. Therefore, the existing banking products and network 

may not be adequate to serve their financing requirements. Hence, there is an 

urgent need for an in-depth understanding of different customers’ needs so that 

banks can apply these insights to design multiple products, offers, approaches and 

services for various segments to fulfill their heterogeneous financing need. Given 

the above background, the study was an attempt to identify the financing needs of 

different CMSEs, based on their business characteristics; and to propose some 

sector specific products and approaches for banks to finance diversified CMSEs 

for fulfilling their financing needs. 

Based on the objectives of the research, the current study followed the survey-

based findings and analysis. The unit of analysis was the CMSEs operating in 

different sectors of Bangladesh and also the head of CMSME department of banks. 

For the purpose of data collection through survey, two set of structured 

questionnaires were prepared and sent to the banks and the CMSEs. As the list of 

CMSEs, including their addresses is not available in Bangladesh, the research used 

purposive sampling technique. The study used 389 questionnaires received from 

CMSEs and 31 questionnaires received from banks. Besides, to show the current 

status of CMSME financing and sector specific characteristics, some data and 

information from secondary sources were used. The study mostly used descriptive 

statistics for analyzing data.  

According to the survey findings, the majority of the respondents (40.9 %) have 

business experience ranging from 6 years to more than 10 years. The study covered 

manufacturing, trading and services sectors -- 47.8 percent of the sample firms 
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were in manufacturing sector, 38.3 percent in trading and only 13.9 percent in the 

services sector. The study also focused on the category of business -- 4.4 percent 

firms were in cottage segment, 43.2 percent in micro segment and the rest 52.4 

percent in small segment. While selecting the sample firms, the study also 

considered the rural and urban areas -- 71.2 percent firms were located in urban 

areas and 28.8 percent firms in rural areas. 

The survey findings show that the average debt to equity ratio of the sampled 

CMSEs was 39 percent. Majority of the banks’ loan (79 percent) used by the 

respondents were mainly for working capital requirement, while only 21 percent 

of the funds were used in the form of term loan. More than half of the respondents 

were not satisfied about the terms and conditions of banking products for CMSEs. 

However, 73.2 percent of them were willing to take loans in future from banks. 

Almost all the respondents opined that banks should develop loan products 

according to their business need and a high percentage of them claimed that they 

did not get any loan product/s from banks that are specially designed for their 

industry/sector. Around 68 percent of the respondents claimed that they were not 

satisfied with the existing features (EMI, grace period, maturity and other terms 

and conditions) of banks’ loan   products. Therefore, they require unique products 

from banks based on their business characteristics. 

Based on the responses received from the sampled banks (31), the average products 

developed by the banks for CMSME sector was 7.22 which ranged from 0 to 18. 

However, they lack in developing sector specific products in wide range. Although 

around 62 percent of banks claimed that they have developed some cluster specific 

products based on the CMSEs’ characteristics, the numbers of products are very 

few and the product features are hard to be differentiated from their existing 

product basket. Over three-quarters (77.4 percent) of sampled banks opined that 

they do not have any specific product/s based, on the region or district to provide 

financing to the CMSEs. The vast majority (90.8 percent) of the sampled banks 

reported that the documentation, amount of loan, interest rate, and other charges 

may differ, based on CMSE business characteristics.  

Regarding the loan repayment capability, 83.9 percent banks reported that they 

considered the CMSE business characteristics, while 77.4 percent considered 

CMSE specific borrower selection criteria. Further, 51.6 percent banks informed 

that they have financing initiatives for heterogeneous CMSEs. In terms of CMSE 

loan demand, 32.3 % banks stated that they get demand from the CMSEs where 

they do not have specific products to serve, while 58.1% banks have financing 
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products for the start-up business and unbanked CMSEs. Around 91% banks said 

that the tailor-made products could be beneficial both for the CMSEs as well as the 

for banks. However, only 35.9 percent banks had different initiatives to identify 

the CMSEs’ requirement for developing new products. 

Finally, based on the observations and findings, to develop some tailor-made 

products for the CMSE sector according to their business characteristics, this paper 

proposed some products and various features that may be incorporated with 

existing products of banks for the benefit of both CMSEs and banks in Bangladesh.
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Developing Tailor-Made Products for CMSMEs by 

Banks: Do Business Characteristics Matter? 

 
1. Introduction 

The Small and Medium Enterprise (SME) sector plays decisive role in 

accomplishing Sustainable Development Goals (SDGs) of the government 

by generating job opportunities, endorsing innovation, promoting 

sustainable industrialization, and reducing poverty and income inequalities 

(Littlewood and Holt, 2018). This sector is a driver of a resilient national 

economy in every country due to its nature of stimulating domestic demand 

through job creation, innovation, and competition (Aras, 2017). SMEs 

mostly use local resources as well as both skilled and unskilled people to 

create various kinds of products and services for satisfying local needs 

(Agwu & Emeti, 2014; Rahman, Nesa & Ghose, 2018). In many developing 

countries, CMSMEs are labor concentrated and try to focus on the market 

gap that are untapped by the larger firms (Maksimov, Wang, & Luo, 2016). 

In many cases, CMSMEs are more creative than large firms for generating 

employment and competition (Adam & Alarifi, 2021; Li & Rama, 2015).  

In addition to the contribution towards employment creation, CMSMEs are 

important for the society for establishing social networks, safeguarding the 

living standard of deprived people, contributing to earnings export earnings, 

reducing social turbulence, producing new entrepreneurs, fulfilling 

customers’ needs with reasonable price, working as backward linkage of 

many large firms, and so on (Mamun et al., 2013). Moreover, CMSMEs that 

operate over a long time can ensure economic constancy for owners, 

employees and also for their families by ensuring a stable source of income 

(Bianca, 2016). 

In Bangladesh, the SME sector contributes around 25 percent to the GDP, 

account for 70 to 80 percent of the non-agricultural sector employment and 

40 percent of the manufacturing output. (Partners, 2020). The MSME sector 

also has the highest number among all the businesses. According to 
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Bangladesh Bureau of Statistics [BBS] (2015), 10.66 percent firms were 

micro, 88.07 percent small, 0.73 percent medium and 0.54 percent large 

firms in Bangladesh. Even in terms of employment, among the categories 

CMSME contribute more with small firms employing 58.25 percent, 

followed by large (30.59 percent), medium (6.23 percent) and micro (4.93 

percent) (BBS, 2015). Thus, the involvement of CMSMEs to the economy 

is quite obvious.  

Globally, the CMSE sector faces severe financial constraints (Franco & 

Haase, 2010; Islam et al., 2014; Malo & Norus, 2009; Osei-Assibey, 2013; 

Raravi, Bagodi, & Mench, 2013). This sector is under-served, particularly 

in terms of financial access due to less interest of financial institutions on 

account of perceived higher risk, information asymmetries, higher 

administrative and monitoring costs, inadequate collateral offer and so on. 

Most SMEs face such problems largely on account of the market 

imperfections, asymmetry of information, institutional deficiencies and 

high level of operational cost (Cheng, 2015; Yazdanfar, 2012; Yoshino and 

Taghizadeh-Hesary 2016). Due to various hindrances, the CMSME sector 

still experiences a large gap in financing for its development. According to 

the IFC estimate, around 65 million firms or 40% of formal MSMEs in 

developing countries have financing gap of $5.2 trillion in every year, that 

is corresponding to 1.4 times of the worldwide MSME lending (World 

Bank, 2018).  

Like many other developing countries, access to finance has been 

recognized as a major hindrance for CMSEs’ growth in Bangladesh 

(Chowdhury, Azam, and Islam, 2013) as this sector has much limited access 

to formal institutions (Islam, Yousuf, and Rahman 2014). In Bangladesh, 

the matter of CMSE financing problem has been examined in different 

studies (Chowdhury and Ahmed 2011; Khan et al. 2012; Mamun, Hossain, 

and Mizan 2013; Uddin and Bose 2013; Haider and Akhter 2014; Islam, 

Yousuf, and Rahman 2014). However, there is hardly any study to look at 

financing through tailor-made products for the specific sector of the 

CMSEs, particularly in Bangladesh  
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CMSEs generally vary by size, category, sector, financial sophistication, 

and business maturity. In Bangladesh like many other countries, the CMSE 

sector is very diverse in nature and located all over the country. Many of 

them have seasonality effects as well as variations in cash flow cycles.  The 

nature of the manufacturing, trading and the service sector vary in terms of 

raw material usage or procurement, capital investment, business 

management, operation cycle, selling mode, products and service 

marketing. This heterogeneity of the business characteristics indicates the 

diverse need of banking products and services for the CSME sector. Thus, 

there is a priority need to develop some diversified products and approaches 

or lending mechanism so that CMSE entrepreneurs can easily fulfill their 

financing needs.   

 Recently most commercial banks in Bangladesh are trying to finance the 

CMSE sector with a good number of products and various initiatives. 

However, these are mostly traditional financing products and approaches. 

Since the CMSEs are scattered throughout the country and heterogeneous 

in nature, the existing banking products and network may not be adequate 

to serve their financing requirements. Although some other market players 

like Non-Banking Financial Institutions (NBFIs), Non-Government 

Organizations (NGOs), Micro Finance Institutes (MFIs), multipurpose 

cooperatives, informal money lenders, samities etc. provide some financing 

to the CMSEs, these are not sufficient compared to their financing needs 

(Mamun, Hossain, and Mizan 2013). Therefore, there is an urgent need for 

an in-depth understanding of different customers’ needs so that banks can 

apply the relevant information to design multiple products, offers, 

approaches and services for various segments of the CSMEs to fulfill their 

heterogeneous financing need. Given the above background, the study was 

an attempt to identify the financing needs of different CMSE sector based 

on their business characteristics and to propose some sector specific 

products and approaches for banks to finance the diversified CMSE sector 

for fulfilling their financing needs. 
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1.1 Objectives of the study 

The broad objective of the paper was to develop tailor-made products based 

on the CMSE characteristics in Bangladesh. The specific objectives are to:   

i)  discuss the characteristics of CMSEs in Bangladesh;  

ii) present the status of CMSEs’ financing by banks and existing 

products;  

iii) identify the gap between existing products of banks and CMSEs’ 

demand for financing; and   

iv)  propose some product features for developing tailor-made 

products for banks to finance CMSEs in Bangladesh. 

1.2 Organization of the Study 

The contents of this report are organized into six sections. Section 1 covers 

the introduction. Section 2 discusses the characteristics of CMSMEs in 

Bangladesh. Section 3 discusses the   status of CMSMEs    financing by   

banks and   existing   products, while Section 4 proposes products and 

approaches available in different countries for CMSME financing. Section 

5 highlights the study finding from CMSEs and   banks. Finally, Section 6 

recommends some features of the products and approaches for CMSE 

financing by Banks in Bangladesh.  

1.3 Data & Methodology  

Both primary and secondary sources were used to achieve the objectives of 

the study. The study used two units of analysis: (i) the owner or manager of 

CMSEs, especially in some selected sectors; and (ii) the head of CMSME 

department of commercial banks in Bangladesh. Primary data were 

collected through structured interviews using questionnaire from both the 

CMSEs and banks. For this purpose, two sets of questionnaires were 

developed; one set for CMSEs and the other one for banks. For collecting 

information from the CMSEs, the study followed the purposive sampling 

method on selected sectors of Bangladesh. In this connection, 10 important 
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sectors, namely, Fishery, hotel and restaurant, agro-processing business, 

furniture, textile, light engineering, leather and leather goods, brick field, 

software and foundry, were selected purposively considering the 

importance of such sectors to the national economy. A total number of 18 

districts (Appendix I) of Bangladesh were surveyed, based on the CMSEs’ 

concentration. Different sectors of CMSEs such as manufacturing, trading 

and service were considered.  

Although the term CMSMEs is commonly used in different studies in 

Bangladesh, the present study focused on CMSEs only. The study did not 

cover the medium business sector, as the business characteristics and 

financing needs of medium and CMSEs are not identical. Therefore, 

throughout the report the term CMSEs has been used.   A total number of 

623 questionnaires were distributed among 18 districts (including women 

entrepreneurs), out of which 402 questionnaires were received (Appendix 

II). Therefore, the response rate was 64.52%. From the received 

questionnaires, 13 questionnaires were rejected due to incomplete data. 

Finally, 389 questionnaires were used for the purpose of analysis.    

For collecting data from the banks, a (Appendix III) survey was conducted, 

using a questionnaire, among the heads of SME department of banks. The 

questionnaire was sent to all heads of SME department of banks. A total of 

31 questionnaires were received from banks (Appendix IV), and used for 

the purpose of analysis. The study mostly used descriptive statistics for 

analyzing data. 

Secondary information was used to show the present status of CMSMEs’ 

financing, both in urban and rural areas.  Related websites were also visited 

to collect secondary information. Moreover, available literature, study 

reports, and various books were reviewed to support the theoretical 

background.  Although there exist diversified sectors of CMSEs, the present 

study considered only 10 different sectors due to resource and time 

constraints. 
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2. Characteristics of CMSMEs in Bangladesh 

2.1 CMSME Definition 

A number of definitions on CMSME have been found in different research 

works and still policy makers and researchers have failed to come up with a 

unanimous definition of it. SME/ CMSME definition varies throughout the 

world based on the policy initiatives of different countries. SMEs are 

defined by some countries, based on their number of employees or sales 

volume; asset size; and capital size. Bangladesh Bank provided the master 

circular1 to update the definition of small enterprises covering 

manufacturing, trading and service sectors; and all financial institutions 

adopted this definition. As per the circular, the definitions are presented in 

Table-2.1 and Table-2.2. 

Table 2.1: Definition of Cottage, Micro and Small Manufacturing and 

Service oriented businesses 

Industry 

Category 

Industry Criteria for Determining Industry Category 

Total Fixed Asset Including 

Replacement Cost Except 

Land and Building 

Number of 

Employee 

Cottage Manufacturing Below Tk. 10 lac Not more than 15 

including family 

members and 

others 

Micro Manufacturing From Tk. 10 lac to below Tk.75 

lac 

From 16 to 30 or 

less 

Service Below Tk. 10 lac Maximum 15 

Small Manufacturing From Tk. 75 lac to Tk.15 crore From 31 to 120  

Service From Tk. 10 lac to below Tk. 2 

crore 

From 16 to 50 

Medium Manufacturing Above Tk. 15 crore but not more 

than Tk. 50 crore 

From 121 to 300; 

Maximum 1000 

for RMG/labor 

intensive industry 

Service From Tk. 2 crore to Tk. 30 crore From 51 to 120 

 

                                                           
1 BB, SMESPD, Circular No-2, September 05, 2019 
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Table 2.2: Definition of Micro and Small Trading Enterprise 

Category 

of 

Trading 

Businesses 

Criteria for Determining Trading Category 

Total Fixed Asset 

Including 

Replacement Cost 

Except Land and 

Building 

Number of 

Employee 

Volume of Business 

Turnover/Annual 

Transaction 

Micro Below Tk. 10 lac Maximum 15 Maximum Tk. 2 crore 

Small From Tk. 10 lac to Tk. 

2 crore 

From 16 to 50 Above Tk. 2 crore but not 

more than Tk. 20 crore 
 

2.2 Common Characteristics of CMSEs in Bangladesh 

2.2.1 Cottage Industry 

In Bangladesh, cottage industry refers to the traditional artisanship of rural 

people, involved in producing different household items using locally 

available raw materials and imaginative talents inherited through ages. 

Usually, it is a small-scale and decentralized in nature. People make those 

artistic and innovative products by hand portraying the theme of people, 

nature, animals, flora, trees, rivers, streams and sky that reflect the scenic 

beauty of Bangladesh.  

According to the Bangladesh Small and Cottage Industries Corporation 

(BSCIC), cottage industry is a small-scale industrial unit run by family 

members either on full or part time basis where its maximum number of 

workers should be limited within twenty. Besides, this industry uses 

indigenous technology and not run by power. In case of power-run 

machinery, the maximum number of workers should be ten. Then again, the   

National   Board of   Revenue (NBR) considers the cottage industry as an 

industrial unit run by using local skills without adopting power-run 

mechanical equipment where the maximum number of workers will be 50.  

Cottage industries are categorized into different major groups which are- 

Food, Drinks, Tobacco processing, Textile and leather, Timber and wooden 

furniture, Printing, Packaging and paper, Chemical and petroleum, 

Handicraft products, Non-metallic industries and Metallic industries.  
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2.2.2 Micro Businesses 

Micro businesses are informal sector enterprises that hold some common 

features like family ownership, ease of entry, small-scale operation, focus 

on labor intensive and low-level technology, reliance on local resources, 

hiring skills outside of the formal schooling, and operating in unregulated 

competitive market structure.  In assessing the performance of micro-

enterprise, Mamun et al (2018) revealed from their study that the aspects of 

responsibility, accountability, and emotional intelligence exhibited 

significantly positive effects on micro-enterprise performance; while 

analytical thinking, accountability, and micro-enterprise performance 

displayed a significantly positive influence on sustainability among micro-

enterprises owned by low-income households in Kelantan, Malaysia. The 

study further portrayed a significant mediating effect of micro-enterprise 

performance on the correlations of responsibility, analytical thinking, and 

emotional intelligence with micro-enterprise sustainability.     

As noted by Eijdenberg and Masurel (2013), Micro enterprizes are 

characterized by one-person-operated, poorly managed, prone to be 

impermanent, frequently less productive, often informal, and 

undercapitalized business ventures that have economic activities outside 

formal institutional limitations, but within informal institutional borders. 

Furthermore, micro-enterprises fulfil the demand of the large communal 

groups by engaging low-paid employees as waged workers, which seems to 

be extensively popular among low-income and underprivileged 

communities, thus emerging as a powerful instrument to combat poverty as 

well as to empower the poor economically (Hameed et al, 2017). 

2.2.3 Small Firms   

Business is operated mainly by a family or close group of people, owner is 

the sole decision maker, is mostly labor intensive, very negligible 

participation of women entrepreneurs, rare business records in formal 

manner, lack of accurate and audited business information, use of simple or 

traditional technologies, are the major features of small firms in Bangladesh. 



Developing Tailor-Made Products for CMSMEs by Banks | 9 
 

Like many other countries, small businesses in Bangladesh are different 

from medium and larger business organizations by their very distinctive 

characteristics. Of those, the widely identified characteristics include little 

or no delegation of authority, no separate entity, communicate mostly in oral 

manner, decisions are taken by the owner, formal business record is rarely 

available and risks undertaken by the owner. In addition, small firms are 

mostly owner financed with limited borrowed funds without access to the 

capital market, very little scope for specialized service, insignificant 

emphasis on long term planning and no or limited innovative production 

/trading. In many cases, small businesses start with small establishments, 

highly maintain the secrecy of business, cover local market, deal with 

relatively small ticket investment, sales volume are relatively small, 

unwilling/unable to adopt modern technology/business process, are mostly 

involved in handicraft, and maintain unaudited or rarely audited financial 

statements.  

2.3 Characteristics of Some Selected Sectors of CMSEs in Bangladesh 

2.3.1 Fishery 

Particulars Description 

Introduction Bangladesh is one of the top fishes producing nations in the world 

with full of enormous water resources of inland, coastal and marine. 

The country stood the 3rd position in inland open water capture and 

5th in aquaculture production of fishes in world (FAO Report, 2018).  

Importance Fishery sector is contributing 3.57percent to the country’s GDP and 

25.30 percent to the agricultural GDP (DoF, 2018). It plays a 

significant role in satisfying about 60 percent animal protein demand 

of the country (DoF, 2018). Additionally, it helps the socioeconomic 

improvement of the country as more than 11 percent of total 

population is involved here on full time and part time basis for their 

livelihood (FAO, 2018).  

Sector 

Characteristics 

• This sector is commonly divided into three sub-sectors as inland 

capture, inland culture and marine fisheries where the inland 

fishery is further separated into the inland capture fishery and 

inland culture fishery.  

• Most of the fisherman is involved with the activities of hatchery 

and culture.  
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Particulars Description 

• The production cycle starts with the hatchery and ends up in 

culture which takes up-to 2 to three years.  

• Most of the fishes are sold in local market and a portion of them 

exported to some countries.  

• The selling mode is almost in cash but in some cases, credit is 

also allowed. 
 

2.3.2 Hotel and Restaurant 

Particulars Description 

Introduction 

 

 

 

The rising Hospitality Industry in Bangladesh concentrates on hotel 

sector and restaurant services. Restaurant is one of the attractions in 

uppermost demand at the tourism destination in craving 

distinguishing and specialty cuisine serving local and international 

market (Jalis et al., 2012). Hence, its operation can be considered as 

a worthwhile business in the country.  

Importance The Hotel and Restaurant sector added Tk 87,926 crore in gross value 

to the country’s GDP in the fiscal year 2019-2020, increasing by 7.34 

times in the last 10 years from Tk 11,986 crore in FY2009-2010 

(Uddin, 2021). The gross output, the value of products sold or 

manufactured and services rendered, also rose by more than double 

to Tk 88,643 crore in the last one decade as of only Tk 35,159 crore 

in FY2010. The number of hotel and restaurant establishments also 

increased by 58.46 percent, reaching 4.36 lakh in FY2020 from 2.75 

lakh in FY 2010 (Uddin, 2021). 

Sector 

Characteristics 

• Most of the hotel and restaurant businesses in Bangladesh use 

local raw materials.  

• Suppliers usually supply raw materials in credit and collect daily 

or weekly basis.  

• The sales are very stable as high customers’ demand.  

• Many of the hotels provide convention services which are not 

occupied daily. Therefore, their cash movement is sometime 

unusual.  

• Due to the innovative idea like food panda and other carrier 

services now-a-days the sales volume of the restaurant businesses 

increases. However, this scenario varies city to city and almost 

absent in the rural areas. 
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2.3.3 Agro-Processing Business 

Particulars Description 

Introduction As the single largest producing sector of the agrarian economy of 

Bangladesh, Agriculture is contributing 18.6 percent to the GDP 

along with generating 45 percent employment of the whole labor 

force in the nation (BRAC, 2016). Agribusiness comprise farming 

and farming-related commercial activities like production, 

processing, and distribution of agricultural good to market. 

Additionally, this sector has a noteworthy contribution to the 

economy by ensuring food safety, lessening poverty, developing 

human recourses, and diversify export to other countries. 

Importance This industry is presently contributing to the country’s GDP as a 

noteworthy part of the manufacturing sector (contributes 8.0 per cent 

to manufacturing output). Moreover, its share of total exports is 1.5 

percent (Mahmood, 2019). About 2.2 percent of the total workforce 

in the country is involved here where majority of them (70 percent) 

are unskilled. Women are found largely employed in home-based 

agricultural activities like poultry, gardening and other non-farm 

services in rural areas where the majority of the people live.  

Sector 

Characteristics 

• This business can be established in a fairly uncomplicated way. 

• Generate revenue with less investment in rural areas. 

• Agrarian raw materials are utilized effectively and efficiently 

here.  

• Diffuse an industrial–culture in rural areas through modern and 

innovative agriculture.  

• Businesses like processed food and food preparations have 

fabulous export potentiality in the industry. 

• Agro-based industries can be set up on co-operative basis 

involving the people in the development process.  
 

2.3.4 Furniture 

Particulars Description 

Introduction Furniture Industry in Bangladesh is rising each year by providing 

significant value to customers with quality products and convenience. 

Through manufacturing domestically or by importing the industry 

has grown and transformed into a key economic contributor from its 

cottage industry days. However, the industry used to rely severely on 

furniture imported from Malaysia, India, and Thailand previously but 

the domestic manufacturers now occupy the major share of the 
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Particulars Description 

market these days with their quality furniture. The industry is 

comprised of home furniture (70 percent) and office furniture (30 

percent). 

Importance People in Bangladesh are nowadays like to choose local furniture in 

place of foreign furniture. Here to mention, the export of furniture an 

allied product from Bangladesh has started from 1995. As being a 

labor-intensive sector, availability of large low-cost manpower, 

skilled artisan and excellent hand carving in the country helps the 

industry becoming competitive in the world market. Therefore, it is 

ready for exporting furniture with a potential in the economy. 

Government of Bangladesh also has declared this sector as a 'Thrust 

Sector’ where half of the demand is supplied internally that is worth 

of 66 billion BDT.  

Sector 

Characteristics 

 • With an enormous variety of furniture 70,000 small and medium 

enterprises are working here. 

• The sales of the sector are very unstable. 

• Low cost manpower and mostly labor intensive. 

• Domestic manufactures take the major market share. 

• The production cycle is usually longer in nature. 

• Most of the raw materials are imported. 
 

2.3.5 Textile  

Particulars Description 

Introduction In Bangladesh, the textile and clothing industries deliver the source 

of growth of the rapidly developing economy. The prime source of 

foreign exchange earnings (77 percent of Bangladesh's total 

merchandise exports) is from the exports of textiles, clothing, and 

ready-made garments (RMG).   

Importance The GDP of Bangladesh raised to $368 billion by 2021 with $46 

billion of exports where ready-made garments (RMG) contributes the 

most as 82 percent (Wikipedia, 2021). Here to state, Bangladesh 

gripped the 2nd place in manufacturing garments after the giant 

producer China as of 2016. Bangladesh is grasping 6.8 per cent of the 

world garment export in 2019 after China which absorbed 30.80 

percent share in the world (Bangladesh holds the second position in 

RMG exports, 2020). Of its total buyers’ 60 percent is from Europe, 

about 30 percent from America and the rest is from other countries of 

the world. Local investors invest here mostly with a very low share 

(5 percent) from foreigners. The strength of the industry are very low 

https://en.wikipedia.org/wiki/Ready-made_garment
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Particulars Description 

labor cost and the huge workforce available in the country. The 

garment industry employs more than 4.5 million people in more than 

4,000 factories serving more than 150 countries import apparel from 

Bangladesh (Karim, 2020).  

Sector 

Characteristics 

• The market is very competitive 

• Profit margin is low 

• Larger demand both in local and international market. 

• Mostly cash sales but credit sales are also allowed. 

• Both capital and Labor intensive and labor cost is low 

• Raw materials are imported as well as locally available. 
 

2.3.6 Light Engineering 

Particulars Description 

Introduction Light Engineering sector in Bangladesh is called the “mother of all 

sectors” serving as the cornerstone of many other manufacturing 

industries like Textile, Paper, Cement, Jute, Sugar, Railway and Food 

Processing. Therefore, this industry functions as a sub-sector 

supplying the basic elements like capital machinery, spare parts, and 

accessories to the other major sectors. In addition to this, it also 

supplies imported substitute products generating annual revenue of 

USD 200 million. Almost 90 percent of the raw materials of this 

industry are sourced from ship breaking industry in the form of ship 

scraps. Total 50,000 macro and 10,000 medium enterprises earn 

$355.9 million from export in 2017-18 (Rahaman & Hossain, 2018).  

Importance Light engineering (LE) sector makes significant contribution to the 

economy of Bangladesh through providing various industrial 

machinery & spare-parts; electrical equipment & parts; casting & 

molding products; agriculture; printing & packaging; construction 

equipment, and spare-parts for equipment. The domestic market size 

of the sector is worth of $3.12 billion as of 2019 with a 30 per cent 

annual growth (Rahaman & Hossain, 2018). Electrical goods such as 

switch, socket, fan meet 48-50 percent of total demand with the rest 

being met by imports (Bangladesh Industry Technical Assistance 

Center). About 7,500 enterprises are found working in 31 light 

engineering clusters located in 18 districts of the country according 

to the SME Foundation (Begum and Abdin, 2015). Light Engineering 

enterprises are similarly dispersed all over the country particularly 

alongside the bus stations in all districts and upazilas generating 

employment extensively in the country. Hence, the industrial units 
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Particulars Description 

are mostly located in Dhaka, Chittagong, Narayanganj, Bogura, 

Gazipur and Kishorgonj. In summary, around six million people are 

found reliant directly or indirectly on the Light Engineering sector of 

the country (Begum and Abdin, 2015). 

Sector 

Characteristics 

• Businesses are usually small in size having low capital of 

investment. 

• Production process involves engineering or technology. 

• Natures of the products mostly are metal, electrical, electronic 

and electromechanical products. 

• Some manufacturing process may require ceramics, rubber or 

plastic.  

• Product lines are highly diversified. 

• Strong forward and backward linkages.  

• The industry can be categorized into Foundries, Machine Shops, 

and Repair Workshops. 

• It has also the capability of undertaking maintenance of different 

machines. 

 

2.3.7 Leather and Leather goods 

Particulars Description 

Introduction Being a very old manufacturing sector of Bangladesh, Leather 

industry is serving the domestic and foreign markets magnificently 

with an extensive variety of goods like clothes, shoes, belts, bags, 

jackets, suitcases, wallets, and other decorative items but leather 

footwear is found growing as the fastest. As the second largest 

export-earning industry of the country, it meets the 10 percent 

demand of the world’s total leather market where it is vastly reputed 

for its good quality products. Enterprises producing leather goods 

and footwears are gradually able to meet the high demand of foreign 

buyers as well (Akter & Mahfuz, 2018). Here, the raw material is 

obtained from food and meat processing industry as waste products. 

Importance The industry has been declared by the Government as a priority 

sector of the economy of Bangladesh. More precisely, GOB 

considers ‘leather goods and footwear’ as one of the main growth 

generators for the country as it contributes significant growth 

towards economy as well as to the stable regional expansion, job 

creation and poverty lessening in the leather and associated product 

manufacturing fields. Majority (85 percent) of the leather and leather 
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Particulars Description 

products like crushed leather, blue wet leather, finished leather, 

leather garments, and footwear are generally exported to the EU, US, 

Australia, Japan, Singapore, and South Korea (Akter & Mahfuz, 

2018). Here to mention, the total export of leather & leather goods 

grew to 54 percent worth of $495.56 million in June, 2021 contrary 

to $321.77 million in 2020 (Leather industry recovering, ready to tap 

export potentials, 2021). 

Sector 

Characteristics 

 

• Backward linkage for chemicals or other accessories is found 

deficient in the industry. 

• Raw hides or skins are found exported illegally.  

• Rigorous stances for compliances by the potential buyers. 

• Inefficient manufacturing technology. 

• Inadequate management of solid waste generated in the 

industry. 

• Hold back of progress in constructing Common Effluent 

Treatment Plant (CETP) at the Leather village, Savar, Dhaka. 

• Lack of research and development. 

• Training facilities are found inadequate around the industry.  

• Credit access is found lower to small and medium footwear 

enterprises for investing in machinery and up-to-date 

technology. 

• Dearth of capital, import of exclusive machinery, scarce skilled 

workforce and managers for making sophisticated products.  

• low design capability and product innovation as well as 

ineffective quality control practiced in the sector.  

• Weak linkages and coordination with insufficiently developed 

support services are observed between the small & medium 

enterprises and the lead firms.   
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2.3.8 Brick Field 

Particulars Description 

Introduction In Bangladesh, the brick manufacturing industry has mounted 

intensely for the rising demand of fired clay bricks as the most 

important materials for construction. This industry also aids to the 

infrastructure development in the country. According to the data of 

Ministry of Environment and forests, GOB the country positioned 

fourth principal brick manufacturer in the world in 2017.  

Importance The industry is producing about 23 billion bricks annually by more 

than 7,000 brick kilns around the country. It contributes 1 percent to 

the country’s GDP with creating job opportunity to over a million of 

people.  About 4 million new houses will be required to be 

constructed yearly to meet the demand of growing population (159.9 

million) in the country and that, sequentially, will contribute to the 

progress of the brick sector (National Strategy for Sustainable Brick 

Production in Bangladesh, 2017).  

Sector 

Characteristics 

• The brick industry is categorized into two forms with high profit 

generating structures of three to four manufacture modules and 

the low return contributing marginal ones of small-scale 

manufacture units. 

• Although low energy saving and high emissions generating 

technologies with the use of clay and solid bricks as materials are 

practiced in the industry mostly but a number of brick plants are 

also using improved technologies to make bricks.  

• Continuous use of static chimney with poor technology in kilns 

to fire bricks (produced manually first and dried in sun next) 

deteriorate the air quality around the clustered brick fields and 

the adjacent areas severely. 

• Uncontrolled burning of coal from inefficient kilns along with 

the increased use of transportation and unplanned use of land 

round the clusters causes alarming increase of emissions of dust 

and other particulates deteriorates the air quality around nearby 

towns and cities harmful to local environment. It also leads to 

noteworthy degradation of land in areas surrounded to the 

clusters.  

• Brick production in the industry is basically limited to dry 

seasons of five to six months in a year.  

• The industry is typically functioned with equity capital and low 

productive labor managed informally.  
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2.3.9 Software  

Particulars Description 

Introduction The Software industry of Bangladesh has advanced significantly 

over the last few decades with making the latest outgrowth. Around 

800 registered software companies make the industry worth of over 

US$ 250 million where approximately 30,000 professionals are 

working currently (Bangladesh Association of Software and 

Information Services, BASIS). Leading software companies always 

try to bring new dimensional adopting several competitive strategies 

such as online payment through credit card or mobile apps and 

diversified web services including dedicated portals, listing services, 

e-Commerce, e-Learning, intermediary payment services, 

cloud/SaaS delivery models etc. (Bangladesh’s Software Industry & 

Its Future, 2020).  

Importance Software industry plays a major role in contributing to the national 

income through creating more scopes for employment especially 

alleviating the unemployment challenges faced by recent graduates. 

Now the industry is focusing on government or public sectors, 

crucial parts of this industry for their IT services to keep pace with 

the trends and tough competitions among the best software 

companies in Bangladesh. The significant upward for software and 

other IT services in ministries and departments of government also 

been noticed currently with the expectation to continue for the 

progress of software companies in Bangladesh.  

Sector 

Characteristics 

• IT-companies are mostly found as small or medium size.  

• The number of young graduates’ entrepreneurs in the industry 

is found too high where many of them has returned to the 

country from overseas wanting improved future in this sector.  

• Although Bangladesh has one of the lowest tele-densities (1 per 

100 people) in Asia,  

primary enthusiasm for ICTs service in the country has attained 

with 176.94 million mobile phone users, 27.2 percent of the total 

population with active social media account, 99 percent area 

coverage in voice and data connectivity through wireless 

networks mostly and 123.74 Million Internet Subscribers in 

2021(Datareportal, 2022).  

• Insufficient and expensive data transfer service compared to the 

other competing countries.  

https://www.dream71.com/game-development/
https://www.dream71.com/game-development/
http://www.btrc.gov.bd/
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Particulars Description 

• Strength of the industry are low labor costs, highly productive 

programmer, widely available hardware, and experienced 

software segment. 

• Majority of the IT companies (Over 70 percent) are involved in 

developing and maintaining software of clients like providing 

best IT solutions concerning data processing, graphics design, 

web design, software development and content management.  

• Around 45 percent companies practice the core business of 

software development where the rests concentrate in e-

Commerce, e-Learning, listing services, payment services, web 

development and cloud services. 

• About 63 percent IT firms endure business in local market 

especially the IT solution companies mainly focusing on 

software of Human Resources software, Accounting software, 

Sales Automation, Inventory Management, ERP software for 

the manufacturing sectors like textile, pharmaceuticals or 

production industries.  

• A huge demand of IT specialists has been found in financial 

sectors like Banking, insurance, leasing or MFIs. 

 

2.3.10 Foundry  

Particulars Description 

Introduction Each year Foundries are contributing largely to the manufacturing 

recycling movement, melting and recasting scrap metal to create new 

durable goods. Here metals are casted into shapes by melting down 

followed by pouring into a mold of sand, ceramic or metal and 

allowing to be cool to form complex parts.  

Importance Majority (more than 80 per cent) of the foundry industries are situated 

in northern districts of the country (Bogura’s foundries flourish 

against odds, 2020, January 23). Mostly (85 percent) agricultural 

equipment are manufactured here such as centrifugal pump; spare 

parts of agricultural machinery, tube-well, lathe machine, saw mill, 

and flower mill; machinery of textile mills & jute mills and grinding 

machine. The owners of the industries in Bogura, the hub of the 

country’s foundry is generating jobs with providing a significant 

amount to the national coffer and export products. 

Sector 

Characteristics 

• This sector is found predominant to manufacture centrifugal 

pump, liner-piston, various spare parts of power tillers, 
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Particulars Description 

agricultural machinery, jute mills, tube well, lathe machine, 350 

types of motor engine-based filters, food items and potteries. 

• Highly labor intensive. 

• Use of local and imported raw materials like pig iron, aluminum 

metal, silicon steel, manganese, graphite power of carbon block, 

talcum powder, fire bricks, cast iron of waste and scraps, and 

hard coke coal. 
 

3. Status of CMSMEs Financing by Banks and Existing Products  

3.1 Status of CMSMEs Financing by Banks in Bangladesh 

3.1.1 Division wise Loans and Advances of Banks 

Still, Dhaka division (68 percent) and Chattogram division (19 percent) had 

the highest concentration of bank loans, while. Barisal and Sylhet divisions 

had the lowest concentration (Table 3.1).  The FCBs concentrated 

predominantly in Dhaka division. For covering cottage, micro, small and 

medium enterprises more comprehensively, banks’ finance need to be more 

evenly spread covering all regions of the country.   

Table 3.1 Geographical Distribution wise Advances: Share of Each Division 

(in percentage) 

Divisions 

2019 (September) 2020 (September) 

SOC

Bs 

PCBs

* 
SBs 

FC

Bs 

All 

Ban

ks 

SOC

Bs 

PC

Bs 
SBs 

FC

Bs 

All Ban

ks 

Chattogra

m 11.03 

21.2

6 

14.3

6 

10.0

2 

18.7

9 9.41 

21.4

7 

14.0

1 9.28 18.62 

Dhaka 
64.14 

69.1

1 

28.4

6 

89.3

7 

67.6

9 66.53 

69.1

2 

28.7

2 

90.1

8 68.12 

Mymensin

gh 2.50 0.77 

11.0

8 0.00 1.36 2.35 0.75 

10.8

0 0.00 1.32 

Khulna 
8.73 2.60 

12.7

5 0.11 3.94 8.35 2.47 

13.7

7 0.11 3.82 

Rajshahi 5.24 3.22 9.66 0.08 3.68 5.17 3.22 9.71 0.08 3.67 

Barisal 2.24 0.58 7.80 0.00 1.08 2.19 0.60 7.82 0.00 1.09 

Sylhet 1.25 1.02 4.69 0.41 1.15 1.21 0.96 4.64 0.35 1.09 

Rangpur 
4.86 1.44 

11.2

0 0.00 2.30 4.80 1.41 

10.5

2 0.00 2.27 

Total 100 100 100 100 100 100 100 100 100 100 

Source: Banerjee et al. (2021); *including IBs 



20 Developing Tailor-Made Products for CMSMEs by Banks 
 

3.1.2 Loans and Advances of Banks by Urban and Rural 

About 90 percent of loans and advances were distributed in urban areas; and 

this concentration was evident   during the whole study period, except 

slightly better in 2011 (table 3.2). In addition, despite covering a large stake 

of the whole banking industry, the private commercial banks’ (PCBs) 

contribution was very negligible in distributing advances to rural areas and 

that of FCBs is very frustrating. With more than 60 percent of the population 

living in rural areas, there is a compelling need for banks to concentrate 

more in rural areas.  

Table 3.2: Loans and Advances of Banks by Urban and Rural (in 

percentage) 

Year  

SCBs  SBs  PCBs*  FCBs  All Banks  

Urba

n  

Rur

al  

Urba

n  

Rur

al  

Urba

n  

Rur

al  

Urba

n  

Rur

al 

Urba

n  

Rur

al  

2011 90.3 9.7 57.3 42.7 95.7 4.3 100 0 92.3 7.7 

2012 43.8 56.2 63.4 36.6 95.3 4.7 100 0 77.1 22.9 

2013 78.7 21.3 60.3 39.7 95.2 4.8 100 0 89.8 10.2 

2014 79.8 20.2 58.0 42.0 94.9 5.1 100 0 89.8 10.2 

2015 82.0 18.0 39.4 60.6 94.5 5.5 100 0 90.1 9.9 

2016 81.3 18.7 37.3 62.7 94.0 6.0 100 0 89.8 10.2 

2017 80.5 19.5 33.6 66.4 93.3 6.7 100 0 89.4 10.6 

2018 78.0 22.0 33.7 66.3 94.1 5.9 100 0 89.6 10.4 

2019 78.8 21.2 33.2 66.8 94.1 5.9 100 0 89.7 10.3 

2020 77.8 22.2 32.5 67.5 93.9 6.1 100 0 89.2 10.8 

2021

** 
77.8 22.2 32.1 67.9 93.8 6.2 100 0 89.1 10.9 

Source: Scheduled Bank Statistics, Bangladesh Bank; *including IBs;  

Note: **up to June 30, 2021 

 

3.1.3 Status of Total Loan, CMSME, Small and Women-Owned 

Enterprises: Banking Sector  

Status of total loan and loans to CMSME, small enterprises and women-

owned enterprises are shown in Table 3.3. Total loan of the banking sector 

increased during 2016-2020. However, the percentage of CMSME loan to 

total loan experienced a negative growth, though in absolute amount the 

picture is not that much gloomy. The CMSME loan in 2020 (BDT 
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149203.64 crore) was below from previous year where COVID-19 may be 

one of the key reasons. On the other hand, out of total loans to CMSME, the 

participation of small enterprises was really very encouraging, both in 

absolute and relative terms, except 2020. This encouraged small enterprises 

to grow up with their maximum potentialities.  

Table 3.3: Status of Total Loan, CMSME, Small and Women-Owned 

Enterprises: Banking Sector (BDT in Crore) 

Year 
Total Loan of 

Banking Sector 

Total of CMSME Small 

Amount  
% of 

TL 
Amount  

% of 

CMSME 

2016 713600 136176.22 19.08 53076.18 38.98 

2017 848720 153760.73 18.12 67824.19 44.11 

2018 968500 152346.94 15.73 88956.33 58.39 

2019 1083680 161216.63 14.88 97854.50 60.69 

2020 1175000 149203.64 12.70 85893.86 57.56 
Source: SME & Special Programs Department, Bangladesh Bank and Financial Stability Report, 

2020, Bangladesh Bank 

3.1.4 Banking Sector Exposure to CMSMEs by Urban and Rural  

During 2017 -2019, loan disbursement to CMSMEs increased, though a 

decline was observed in 2020.  In 2020, about BDT 149 thousand crore 

loans was disbursed to CMSMEs. The share of rural CMSMEs has been 

increasing gradually, however, it is still quite low (Table 3.4) that needs to 

be increased   to ensure sustainable development in overall CMSMEs in 

Bangladesh. 

 Table 3.4: Status of Banking Sector to CMSMEs by Urban and Rural (BDT 

in Crore) 

Year CMSMEs 

Disbursements of 

Banking Sector 

Share of  

CMSEs (%) 

Share of  

Urban 

CMSEs (%) 

Share of  

 Rural CMSEs 

(%) 

2017 153760.73 58.7 82.8 17.2 

2018 158132.43 64.6 82.1 17.9 

2019 161216.64 71.2 81.3 18.7 

2020 149203.64 71.0 77.7 22.3 

2021* 82855.99 73.5 79.2 20.8 

Source: SME & Special Programs Department, Bangladesh Bank. *up to June 30, 2021 
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3.1.5 Exposure of Different Group of Banks to CMSMEs  

Loan size and motive behind the disbursed amount by bank-groups are vital 

for contribution to CMSMEs. Though PCBs, excluding IBs, enjoyed the 

highest portion of cumulative disbursement (54.9 percent) by all bank 

groups, it put its least concentration towards lending to rural CMSMEs (16.6 

percent) in 2020 and the picture is almost identical as on June 30, 2021 

(Table 3.5).  Interestingly, the reverse picture has been found with SBs in 

2020 when they enjoyed the highest share of total rural CMSMEs (78.9 

percent), despite having lowest percentage of cumulative disbursement (1.6 

percent) compared to other bank groups. 

Table 3.5: CMSMEs Loan Disbursement by Group of Banks (in percentage) 

Group of Banks 

As of December 31, 2020 As of June 30, 2021 

Disbursement  

Share of 

Rural 

CMSMEs 

Disbursement  

Share of 

Rural 

CMSMEs 

FCBs 1.77 41.52 1.15 27.90 

IBs 33.94 27.44 33.25 27.56 

PCBs excluding IBs 54.86 16.58 56.27 15.03 

SBs 1.63 78.93 2.18 59.58 

SOCBs 7.81 25.37 8.16 19.02 

Total Exposure to 

CMSMEs by 

Banks  

100 100 100 100 

Source: SME & Special Programs Department, Bangladesh Bank 

3.1.6 Sector-Wise Distribution of CMSME Loans by Banks 

The service sector in urban areas experienced a continuous upward trend in 

receiving bank loans from 2017 to 2020, while the reverse was true in rural 

areas. Such a pattern was discernible both for the trade and manufacturing 

sectors (Table 3.6).  
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Table-3.6: Sector-Wise Distribution of Urban and Rural CMSME Loans by 

Banking Sector (in percentage) 

Year 
Service Trade Manufacturing 

Urban Rural Urban Rural Urban Rural 

2017 69.7 30.3 67.0 33.0 77.4 22.6 

2018 69.8 30.2 63.6 36.4 71.3 28.7 

2019 71.9 28.1 58.6 41.4 76.2 23.8 

2020 83.2 16.8 69.0 31.0 79.7 20.3 

Source: SME & Special Programs Department, Bangladesh Bank 

3.2 Existing Loan Products for CMSME Financing in Banks  

3.2.1 Loan Products: Continuous Loan  

Loans for CMSME business is mostly for working capital. Considering the 

working capital requirements of MSMEs, banks are offering various types 

of continuous loan products having multidimensional features targeting 

different nature of businesses (Table 3.7). Under this category, the banking 

industry is currently offering Cash Credit (Hypo), Export Cash Credit and 

Secured Overdraft (SOD). 

Table 3.7: Continuous Loan 

Continuous 

Loan 

Common Features 

1.  6 months-1-year operational experience 

2.  Mainly working capital lending 

3.  Lending limit determined by the assessment of turnover 

4.  MSMEs mainly in trading & service sector 

Types/Products Purposes Product Specific 

Features 

Eligible 

For/Target 

Clients 

Cash Credit 

(Hypo) 

Working 

capital 

Drawing power (DP) 

settling by stipulated 

margin from the stock 

value or sanctioned 

limit whichever is 

lower. 

       

MSMEs 

Export Cash 

Credit

  

Export 

linked 

working 

capital 

Drawing power (DP) 

settled by limit. 

 

SME 

exporters 

Secured 

Overdraft 

(SOD) 

Working 

Capital 

• Against own bank 

FDR, other bank FDR, 

SMEs 
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deposit scheme and 

wage-earner bond. 

• Drawing power (DP) 

settled by limit. 
Source: Banerjee et al. (2018) 

3.2.2 Loan Products: Demand Loan 

To meet the time specific, local trading, export and import related financing 

needs, the MSMEs have dire need of Demand Loan facility from banks. 

Targeting different groups of entrepreneur like-importers, contractors and 

suppliers, banks are practicing with Work order Financing Payment Against 

Documents (PAD), Payment Against Documents for EDF, and Earnest 

Money Financing. Table 3.8 details out these products more elaborately.  

Table 3.8: Demand Loan 

Demand 

Loan 

Common Features 

1. For meeting time specific financing need for MSMEs 

2. Local trading, export and import of merchandise 

3. Short time financing facility   

Types/Products Purpose Product Specific 

Features 

Eligible 

For/Target 

Clients 

Work order 

Financing 

Financing 

local 

contractors 

and suppliers 

of works/ 

goods and or 

services 

Finance against Work 

Order/Indent/Contract. 

MSMEs 

engaged in 

business as 

contractors 

and 

suppliers of 

works/goods 

and or 

services 

Payment 

Against 

Documents 

(PAD) 

Retiring L/C 

documents 

by importer  

• Providing facility for 

maximum 21 working 

days. 

•  Interest capitalization 

on maturity 

MSME 

Importers 

Payment 

Against 

Documents for 

EDF 

Retiring L/C 

documents 

by importer 

under export 

Credit 

Guarantee 

Scheme 

• Providing facility for 

maximum 21 working 

days. 

• Interest capitalization 

on maturity 

MSME 

Importers 
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Earnest Money 

Financing 

Participation 

in local 

bidding 

• For unsuccessful 

Bid/Tender, liability 

adjustment by 

returning of PO/SDR 

duly released by 

concerned department 

after opening of 

tender. 

 

•  For successful Bid, 

customers adjust the 

respective liability 

either from their own 

sources or from the 

returned money duly 

released by the work 

authority. 

Contractors 

and 

suppliers 

Source: Banerjee et al. (2018) 

3.2.3 Loan Products: Term Loan 

The MSMEs need more capital growth in the form of medium- and long-

term financing to do their different long-term business developmental 

activities like-asset acquisitions. Table-3.9 shows   a number of financing 

products in this regard where Lease Finance, Project Financing, Personal 

Loan, Commercial House Financing, Hire-Purchase and Transport Loan can 

be highlighted. 

Table 3.9: Term Loan 

Term 

Loan 

Common Features 

1. Financing asset acquisitions. 

2. Cheque book not allowed. 

3. Medium to long term financing. 

Types/Products Purpose Product Specific 

Features 

Eligible 

For/Target 

Clients 

Lease Finance 

(Financial) 

For procuring capital 

machineries of 

industries, medical, 

office, construction 

equipment, 

commercial transport 

and other equipment. 

• Right to use an 

asset by lessee. 

• Lease rental 

sufficient to 

recover the 

investment. 

• Responsibility of 

the maintenance 

MSME 

clients 
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of asset by the 

lessee. 

• Non-cancellable 

by lessee and 

lessor’s 

investment is 

assured. 

Lease Finance 

(Operating) 

For renting capital 

machineries of 

industries, medical, 

office, construction 

equipment, 

commercial transport 

and other equipment.   

• Lease term much 

lower than the 

economic life of 

the asset. 

• Terminating the 

lease contract by 

giving a short 

notice without 

penalty charge. 

• Providing the 

technical know-

how of the leased 

asset to the lessee 

by the lessor. 

• Risks and 

rewards borne by 

the lessor. 

MSME 

clients 

Term Financing Expansion, 

modernization of 

facilities, capacity 

and acquisition of 

assets. 

Supported by 

monthly or 

quarterly repayment 

capacity. 

MSME 

clients 

Project 

Financing 

Financing 

establishment of new 

project.  

• Financing by a 

group of financial 

institutions on 

syndication basis 

usually in a 

package in the 

form of leasing, 

long-term loan 

and working 

capital.  

•  Project 

demanding huge 

investment for 

green field 

operation or for 

expansion. 

MSME 

clients 

Commercial 

House 

Financing 

Real estate 

developments and 

businesses for 

construction of 

• Construction/ 

extension / repair 

/ renovation of 

commercial 

MSME 

clients 
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apartments and or 

commercial real 

estates.  

apartment and 

house.  

 

Hire-Purchase For purchase of 

machines/equipment, 

etc. 

• Joint ownership 

for the item 

under the hire 

purchase 

agreement - bank 

being the 1st 

party. 

 

• Joint 

comprehensive 

insurance 

between the 

customer and the 

bank - bank 

being the 1st   

party. 

MSME 

clients 

Transport Loan For purchase of 

commercial vehicles. 
• Joint ownership 

created of the 

item under this 

loan agreement, 

bank being the 

1st party. 

• Joint 

comprehensive 

insurance 

between the 

customer and the 

Bank - bank 

being the 1st   

party. 

MSME 

clients 

Source: Banerjee et al. (2018) 

3.2.4 Loan Products: Special loan products for CMSMEs 

For improving access to finance for the CMSMEs, Bangladesh Bank (BB) 

has taken numerous initiatives. There are some special loan products 

dedicated only to serve MSMEs with some product specific unique features 

along with common features. These products are related with Factoring, ICT 

sector, Start-up business, Women led business and BB defined priority 

sectors, both in the form of term loan and working capital loan. (Table-3.10)  
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Table 3.10 Special loan products for CMSMEs 

Special 

Loan 

Products  

Common Features 

1. Asset based financing 

2. Women entrepreneurs 

3. Priority sector entrepreneurs 

4. Based on low cost BB refinance facilities 

Products Purpose Product Specific Features Target 

Clients 

Factoring A revolving 

financing facility 

offered to MSMEs 

against receivables.  

• Up-front financing 

• Follow-up and physical 

collection of payment 

• Reporting 

• Advisory services. 

MSME 

clients 

ICT 

sector 

financing 

A comprehensive 

financial and non-

financial solutions 

specially designed 

to cater to the 

unique needs of 

ICT enterprises. 

• Range of financial 

solutions offering for the 

customers of BASIS 

members 

• Hosts of non-financial 

services (NFS) coupled 

MSME 

clients 

Start up 

financing 

A comprehensive 

financial and non-

financial solution 

for young 

entrepreneurs.  

 

• Low to moderate ticket 

size 

• Medium to long term  

• Interest rate: Fixed (10%) 

• Flexible repayment 

methods 

• Grace period 

• Hosts of NFS 

MSME 

clients 

Women 

led 

business 

financing 

Working capital 

and long-term 

financing facility 

for women owned 

businesses 

• Maximum unsecured 

loan amount equals 2.5 

million BDT 

• Cash flow-based 

repayment 

• Below market rate 

interest 

• Bangladesh bank 

refinancing Scheme 

• 3-6 months grace periods 

• Hosts of NFS 

MSME 

clients 

Priority 

sector 

lending 

Financing to 

priority sector as 

defined by BB for 

both term and 

working capital 

financing needs 

• Working Capital: 1 Year 

• Term loan 2 to 8 years 

• Interest: Bank Rate + 5%  

• Repayment: as 

determined by lending 

banks 

• Collateral relaxation 

MSME 

clients 

Source: Banerjee et al. (2018) 
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4. Innovative CMSME Financing Products and Approaches: Some 

Country experiences 

There are many countries in the world which are proactively coming 

forward with different financing products and approaches for developing 

the CMSME sector. Table 4.1 presents some of the products and approaches 

being practiced in various countries that may be followed for developing 

innovative financing products and approaches for Bangladesh.  

Table 4.1: Products and Approaches for CMSME Financing in Different 

Countries. 

Country Product Name Product Features 

INDIA FlexiLoans Online lending platform for MSMEs 

(having no credit history from banks) to get 

adequate funds quickly in accessible and 

flexible form. 

LenDenClub Peer-to-peer (P2P) lending platform to 

provide hassle-free loans to MSMEs through 

AI-driven tech and in-house assessment 

team. 

Vivriti Capital Customized Online debt products to 

institutional clients like retailer and other 

non-financial services sectors 

Ziploan Tech-enabled company to provide loans to 

small businesses by generating a unique 

ZipScore for each loan applicant through an 

automated underwriting algorithm. 

Shubh Loans A Bengaluru-based fintech startup tied up 

with 400 MSMEs to strengthen its 

distribution and the smart credit model 

deviates from the traditional model which 

analyses repayment capacity of and 

intention-to-pay by the individual. 

Lendbox Peer-to-peer lending platform for retail and 

institutional investors with varying risk 

appetites under a favorable atmosphere with 

lower interest rates for impacting the 

investor's yields without any intermediaries 

like banks, depository institutions etc.  
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Country Product Name Product Features 

CoinTribe Online loan disbursement as a Platform-as-

a-Service (PaaS) to provide quick and easy 

collateral-free loans to small businesses and 

individuals for analyzing risk effectively and 

recommending consumers to underwrite 

digitally. 

Happy Loans Customized loan to the micro-entrepreneurs 

to encounter precise demands of underwriting 

business through its credit model assessing 

over 1,000 variables like level of business 

engagement between merchant and partner, 

borrowing behavior, demographics 

Application programming interface (APIs), 

business trends etc. 

GlobalLinker FinTech startup platform of connected 

SMEs worldwide where they can study from 

each other, convert to digital businesses, and 

collaborate with corporations and 

government institutions for funding the 

transformation allowing to make e-

Commerce site and digital catalogue simply 

at no cost. 

Credochain Adds value to the Indian business ecosystem 

by serving micro and Nano enterprises with 

addressable credit requirements by capturing 

and analyzing their underlying business 

transactions and cash flows, among other 

parameters and is committed to building 

market linkages between commercial lenders 

and semi-formal and non-formal enterprises 

that lack proper documentation by analyzing 

the cluster businesses at the atomic level by 

taking each cluster independently through its 

application programming interfaces 

(APIs) to commercial banks. 

Behavioral and 

psychometric 

information & social 

media traces 

State-of-the-art technologies and digitized 

methods like Artificial Intelligence, Machine 

Learning, and Data Analytics to support 

prospective, valuable space to raise and 

initiate to financial inclusion nationally. 
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Country Product Name Product Features 

Digital payment data Fintech companies allowing Small and 

Medium Enterprises required funds on time 

with low credit score or asset base through 

Digital payment data.  

Customized payment 

for loan applicants 

Applications processed and the funds 

disbursed in less than 3 working days through 

an entirely transparent process at companies 

like Indifi Technologies Pvt Ltd providing an 

option of customized payment for loan at a 

lower cost. 

MALAYSIA 

 

Package for financial 

assistance with 

advice-giving  

Financial assistance and advisory services 

under the ‘Accelerating SME e-commerce 

Adoption’ program led by the Malaysia 

Digital Economy Corporation (MDEC). 

Program to resolve 

technical issues on-

site. 

MARii Intelligent Technology System 

(MITS), led by the Malaysia Automotive, 

Robotics and IoT Institute for local vendors 

to obtain automotive i-Cloud computing 

and 3D experience. This is the creation of 

new technology-based SMEs and micro 

entrepreneurs to resolve technical issues on-

site.  

CHINA  

 

MYbank * Borrowers receive cash almost instantly 

applying with smartphone at time of three 

minutes involving zero human bankers. 

* Loans from the bank along with its other 

financial partners to truck drivers and micro 

logistics entrepreneurs through a logistics 

platform named as Log56.com where 70,000 

corporates registered with the means of 

blockchain technology. 

* “310 model” a pioneer for collateral-free 

SME loans taking less than three minutes to 

apply phone and less than one second to 

approve by a mobile without any human 

involvement by means of technologies like 

Proprietary Artificial Intelligence and risk 

management.  

Alibaba Ecosystem platform for infrastructure and 

resources of finance, logistics, marketing, 
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Country Product Name Product Features 

digital expertise etc. for SME to proceed 

online. 

PAKISTAN 

 

Cash-flow based 

Lending with fast 

moving into digital 

space 

“Finca Microfinance Bank” experienced and 

expert on assessing the repayment capacity of 

a business and clean lending on the basis of 

the cash-flow analysis. It is moving fast into 

digital space or branchless banking that 

allows to disburse loans at a rapid pace like 

application-to-disbursement period to 24 

hours. 

Innovative, cash-flow 

based, credit scoring 

model 

Innovation Challenge Fund (ICF) by 

Karandaaz Pakistan and Allied Bank Limited 

(ABL) to assist bank for proceeding an 

innovative, cash-flow based, and credit 

scoring model for SMEs. 

SOUTH 

AFRICA 

 

JUMO Predictive technology platform to form 

identities for SMEs without access to 

financial services and to propose other 

financial products to by means of Artificial 

Intelligence or Machine Learning and 

behavioral data originated from mobile use. 

UNITED 

KINGDOM 

Funding Circle Asset-backed securities from peer-to-

peer (P2P) or marketplace to SMEs to raise 

investor base capital further. It is one of the 

first FinTech for Funding Circles in UK. 

UNITED 

ARAB 

EMIRATES 

 

MIZA Digital payment company helping SMEs to 

be transformed digitally accessing bank 

loans. 

Careem Company helping SMEs to expand 

customer range and by offer access to 

working capital finance. 

Beehive Sharia-compliant lending platform that is a 

pioneer in FinTech and the first globally 

certified peer to peer (P2P) service regulated 

in the MENA region has funded over 550 

SMEs. 

SINGAPORE 

 

Grab *Help SMEs to empower, to create online 

presence and increase customer reach. Nine 

million micro-entrepreneurs have got the 

assistance from them already. 
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Country Product Name Product Features 

* Merchant platform of Grab announced in 

2020 to support SMEs through finance, 

procurement, marketing, and management of 

the business. 

SME Go * Digital program of Singapore government 

and few service providers of 

telecommunication, financial, and 

technology in the nation to support SMEs 

through structuring robust digital 

competences to grab development prospects 

of digital economy. 

GERMANY  SolarisBank Digital Banking-as-a-Service (BaaS) 

platform for loans to SMEs through 

Application programming Interface (APIs).  

SAUDI 

ARABIA   

Monsha’at Digital platform connecting SMEs to get 

finance like debt, equity, guarantees, and 

other forms from financial institutions and 

other development organizations.  

 

5. Findings from CMSEs and Banks 

The findings from cottage, micro and small enterprises are discussed in 

Section 5.1, while Section 5.2 presents findings and analysis based on the 

banks’ responses.  

5.1 Findings from CMSEs  

5.1.1 Respondents’ Profile 

Four-fifths of the respondents (40.9 percent) had business experience 

ranging between 6 years and more than 10 years. The majority (47.8 

percent) of the sample firms were in manufacturing sector, 38.3 percent in 

trading and only 13.88 percent in the services sector. While only 4.4 percent 

firms were in cottage segment, 43.2 percent in micro segment, and the rest 

(52.4 percent) percent in small segment. While selecting the sample firms 

the study also considered the rural and urban areas where 71.21 percent 
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firms were located in the urban areas and 28.79 percent firms were in the 

rural areas (Table 5.1).  

Table 5.1: Respondents’ Profile 

Demographics 
 

Frequency (N = 389) Percentage 

Age of business 1 - 5 years 66 16.97% 

6 - 10 years 159 40.87% 

11 - 15 years 79 20.31% 

16 - 20 years 58 14.91% 

More than 20 27 6.94% 

Type of business sector Manufacturing 186 47.81% 

Trading 149 38.30% 

Service 54 13.88% 

Category of business  Cottage 17 4.37% 

Micro 168 43.19% 

Small 204 52.44% 

Location of business Rural 112 28.79% 

Urban 277 71.21% 

   

5.1.2 Capital Structure and Percentage of Term Loan and Working 

Capital Loan 

  The average debt to equity ratio of the sampled CMSEs was 39 percent 

(Figure 5.1). Respondents mostly received financing from banks in the form 

of term loan and working capital loan. Figure 5.2 shows that the majority of 

the banks’ loan (79 percent) was used mainly for the working capital 

requirement while only 21 percent of the funds were used in the form of 

term loan.  
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Figure 5.1: Average Debt to 

Equity Ratio 

Figure 5.2: Percentage of Term Loan 

and Working Capital Loan 

  

 

5.1.3 Responses of CMSEs against Banks’ Loan and Products  

Survey results shows that more than half of the respondents were not 

satisfied about the terms and conditions of banking products for CMSEs. 

However, 73.2 percent of them were willing to take loans in future from 

banks although 26.8 percent of the respondents were not willing to take loan 

again from banks (Table 5.2). Almost all respondents opined that bank 

should develop loan products, according to their business need so that they 

easily can fulfill their requirements. A lion portion of the sample CMSEs 

claimed that they did not get any loan product/s from banks that is/are 

specially designed for their industry/sector, although 21.7 percent of them 

were happy with the existing products available for them. 

Table 5.2: Responses of CMSEs against Bank Loan and Products 

Sl. 

No 

Particular Yes (%) No (%) 

1 Are you satisfied with the terms and conditions of 

bank loan?   

58.22 41.78 

2 Are you willing to take further loan from the bank/s? 73.19 26.81 

2 Do you think bank should develop loan products 

according to your business need? 

97.08 2.92 

4 Do you get any loan product/s from a bank that is/are 

specially designed for your industry/sector? 

21.69 78.31 

 

Equity

, 61%

Debt, 

39%

Term 

Loan, 

21%

Working 

Capital 

Loan, 

79%
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5.1.4 Satisfaction of Existing Loan Features of Banks and the Expected Loan 

Features of CMSEs  

In response to the question “Do you think the current structure (EMI, grace 

period, maturity, etc.) of bank’s loan products is satisfactory for your 

financing need?”, around two-thirds (68 percent) of the respondents claimed 

that they were not satisfied with the existing features (EMI, grace period, 

maturity and other terms and conditions) of banks’ loan   products, while 32 

percent were satisfied. The main reasons of their dissatisfactions are shown 

in Figure-5.3. 

Figure 5.3: Reasons for dissatisfaction about Banks’ Loan Products Features 

 

Since the CMSE sector is very diverse in nature and spread all over the 

country, it requires unique products from banks, based on their business 

characteristics.  In order to fulfill their financing need, they expect different 

need-based products form banks which are shown in Figure-5.4. 
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44%

39%

21%

28%

13%

Limit is not sufficient

There are some hidden charge

Loan under stimulas package is for one year

Terms and conditions are difficult to fulfill

Can not pay installment immediately

Can not pay same amount in each month

Banks do not give loan for long time

Difficult to pay in off season

Do not get required amount
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Figure 5.4: CMSEs’ Expected Features of Banking Loan Products 

 

5.2 Findings from Banks 

5.2.1 Products Developed for CMSME Sector 

The average number of products developed by the banks for CMSME sector 

is 7.22 which ranges from 0 to 18 (Table 5.3). Although banks offer a 

number of products, they lack in developing a wide range of sector specific 

products. The average number of sector specific products per bank is only 

2.77, ranging from 0 to 16.  

Table 5.3: Number of Products Developed by Banks 

Sl.  Category  Average Number 

of Products 

Range 

1 Products developed for CMSME Financing 7.22 0 - 18 

2 Sector specific product/s developed for 

Cottage, Micro and Small enterprises 

financing 

2.77 0 - 16 

 

Though all of the sampled banks opined that banks should develop different 

products for the CMSEs, based on their business characteristics but a very 

few products are developed for the specific sectors by the banks that are 

shown in Table 5.4. 

21%

56%

63%

38%

11%

26%

72%

78%

49%

23%

66%

Initially interest may be lower

Customized installment should be introduced

Quick decision of loan for seasonal business

Design installment with cash cycle

Need small amount of loan for 3 to 6 month

Weekly installment loan with small payment size

Loan with high repayment tenor

Longer grace period

Amount of EMI should be flexibale

Unsecured term loan

Duration of installment should be longer
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Table 5.4: Products developed for the Sector 

Sl. Manufacturing Trading Services 

1 Furniture Poultry/ Dairy  Clinic & Hospital 

2 Shoe Food Fisheries  Transport 

3 Dairy Livestock & Poultry Farm Hotel 

4 Handloom, Handicraft Agro products Tailoring Start up and 

IT related business 

5 Light Engineering Unani/Ayurvedic/ 

Homeopathic 

ICT solution/ service 

provider firm 

6 Recycling & recyclable 

goods 

Small Enterprise 

Investment Scheme (SEIS) 

Women Ent. Investment 

7 Pottery/ Agro products/ 

RMG 

Micro Enterprise 

Investment Scheme 

(MEIS) 

 

8 LED Bulb/ Assembly 

plant 

  

9 Bio-gas plant   
 

5.2.2 Cluster Specific Product(s) based on the CMSE Characteristics 

Although banks claimed that they have developed some cluster specific 

products (Table-5.5) based on the CMSEs’ characteristics, the numbers of 

products are very few and the product features are hard to be differentiated 

from their existing product basket as shown in Section-3.2 of this paper. The 

banks reported the product features as shown in Table-5.5. 

Table 5.5: Cluster Specific Products Developed by Banks 

Sl. Cluster Major Features 

1. Fishery Working capital and term loan for Processing dry 

fish 

2. Rice Mill Term loan 

3 Salt Processing Short term loan 

4 Benarosi Sharee, 

Handicraft 

Working capital and term loan 

5 Carpet Term loan 

6 Agro Processing Limit: up to Tk. 1.00 crore 

7 All type of Cluster Limit: Tk. 50,000 to 10.00 lac 

8 Light Engineering Limit: Tk. 50,000 to 10.00 lac 

9 Hosiery Business Working Capital Facilities, Business Expansion 
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Sl. Cluster Major Features 

10 Boulder Stone Working Capital Facilities, Business Expansion 

11 Agriculture Term loan which can be used by individual farmers 

for purchasing agricultural machinery. Repayment in 

EMI basis within 3-24 months. 

12 Agro Based industry Term loan from Agro Processing industries. 

13 Footwear and Leather 

Goods Cluster 

Unsecured Term Loan for manufacturer of footwear 

and leather goods 

14 Specialized Cloth 

Cluster, Bogura  

Unsecured Term/Demand Loan with pre-finance 

facility from SME Foundation at privilege rate 

15 Electric Cluster, Jurain, 

Dhaka 

Unsecured Term/Demand Loan with pre-finance 

facility from SME Foundation at privilege rate 

16 Karuponno Polli, Jori 

Polli, Weaving, 

Handcrafts, Infolady, 

Monipuri Tat. 

1. Term Loan. 

2. Loan Ceiling: BDT 1.00 million to BDT 20.00 

million 

17  Crops, Fisheries, 

Livestock and Poultry 

Cluster 

1. Loan Product Designed for core sectors of 

Agriculture-  

2.Term Loan 

3. Flexible Repayment schedule based on Agri 

Activity pattern 

18 Agarbati & Ator 

Products 

Term Loan, 9% interest rate 

5.2.3 Specific Product/s   based on Region or District to Finance CMSEs 

In response to the question “Do you have any specific product/s based on 

the region or district to finance Cottage, Micro and Small enterprises?”, 77.4 

percent (Figure-5.5) sampled banks opined that they do not have any 

specific product/s based on the region or district to finance the CMSEs. 

There is scope to innovate new products based on the region or district.  
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Figure 5.5: Have Specific Product/s based on the Region or District 

 

Although majority of the sampled banks do not have the products based on 

the region or district, the over one-fifth (22.6 developed for the specific 

sectors) of them have developed some products which are shown in Table- 

5.6. 

Table 5.6: Specific Products based on the Region or District 

Sl. Region/District Major Features 

1. Outside Dhaka and Chittagong 

Municipality Areas 

-Term loan from BDT 20 lacs to BDT 30 Crore 

(Unsecured loan available up to BT 50 lacs). 

-Loan tenor from 24 months to 60 months. 

-Interest rate @ 6% 

2. Hill tracts & Jashore -Specially designed for Women 

-Pre-finance facility 

3. Rajshahi Group based finance without securities 

4. Nator Group based finance without securities 

5. Pabna Group based finance without securities 

6 Bogura Small ticket loan through agent for handloom 

sector 

7 Kurigram  Short term loan for agro processing 

8 Cox's Bazar Short term loan for fish processing  

9 Moulvibazar Small amount loan for Monipuri Tat & Pan 

Boroz  
 

5.2.4 Difference of Product Features Based on the CMSE Business 

Characteristics 

In response to the question “Do you think, based on the Cottage, Micro and 

Small enterprises characteristics documentation, amount of loan, interest 

22.58%

77.42%

Yes No
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rate, and other charges may differ?”, 90.8 percent (Figure 4.6) sampled 

banks stated that the documentation, amount of loan, interest rate, and other 

charges may differ based on CMSE business characteristics. On the other 

hand, 9.4 percent of the banks considered that the existing products features 

are sufficient. 

Figure 5.6: Product features should differ based on the CMSE 

business characteristics 

 

Some of the major reasons behind the differentiation in their product 

features, based on the CMSE business characteristics, are shown in Figure- 

5.7. 

Figure 5.7: Major Reasons Cited by Banks for Differential Product Features 

based on 

CMSE Business Characteristics 

 

90.84

%

9.36%

Yes No

26%

13%

26%

52%

19%

58%

16%

10%

29%

48%

71%

Interest rate and charges should be lower for collateral covered loan

Bank may finance at privilege rateunder refinance and pre-finance

program

Capacity differ based on area or region of business

The required investment, capacity & collateral differ each with another

Interest rate may differ in case of Govt. selected thrust sector.

Documentation formalities may differ based on the business size

Processing fee may waive for tested customers

Incentive may offer for genuine customers

Small loan may provide without trade license

Product feature should differ based on cash cycle

Loan amount and interest rate should be based on associated risk profile
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5.2.5 CMSE Borrower Assessment, Selection, Financing Initiatives 

and Problems 

In considering the loan repayment capability, 83.9 developed for the 

specific sectors banks stated that they consider the CMSE business 

characteristics, while 77.4 percent consider CMSE specific borrower 

selection criteria (Table-5.7).  

Table 5.7: CMSE Borrower Assessment, Selection, Financing Initiatives and 

Problems 

Sl. Particular Yes (%) No (%) 

1 Considering Cottage, Micro and Small enterprises 

characteristics while assessing borrower loan repayment 

capability 

83.87 16.13 

2 Considering Cottage, Micro and Small enterprises 

specific borrower selection criteria 

77.42 22.58 

3 Financing initiative/s by bank to address the 

heterogeneous Cottage, Micro and Small enterprises 

customers 

51.61 48.39 

4 Finding any problem/s while financing various sectors 

of Cottage, Micro and Small enterprises with your 

existing products 

38.69 61.31 

 

Further-51.6 percent banks reported that they have financing initiatives for 

heterogeneous CMSEs (Table-5.7). About half (48.4 percent) of the banks 

do not think they have such customization of products. Some of the 

financing initiatives by bank to address the heterogeneous CMSEs are 

mentioned in Box-1. 
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Box 1: Financing initiatives by your bank to address the heterogeneous 

CMSEs 

▪ Different products have been developed and launched for CMSE clients based 

on their need  

▪ Several clusters have been identified in different districts to finance  

▪ Initiated loans through agents in rural/marginal areas where branch/sub-branch 

is not available 

▪ Based on relation of the clients, specific requirement of business, banks are 

addressing Continuous loan, Term loan, Demand loan    

▪ Different product has been developed, different credit approval process, 

different loan approval delegation  

▪ Providing fund under refinancing facility in different institutions like BB Fund, 

ADB Fund, SME Foundation fund etc.     

▪ No loan processing charge taken from certain CMSEs    

▪ Products developed for Startup, Cluster Financing, and Women Ent. financing, 

etc.     

 

5.2.6 CMSE Loan demand, Products for unbanked people, benefits of 

tailor-made products, initiative to identify customers’ requirements 

and products monitoring 

Some of the responses by sampled banks related with the CMSE loan 

demand, Products for unbanked people, benefits of tailor-made products, 

initiative to identify customers’ requirements, and products monitoring is 

shown in Table 5.8. In terms of CMSE loan demand, 32.3 percent of banks 

stated that they get demand from the CMSEs where they do not have 

specific products to serve, while 58 percent banks have financing products 

for the start-up business and unbanked CMSEs.  
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Table 5.8: CMSE Loan Demand, Products for Unbanked People, Benefits of 

Tailor-made Products, Initiative to Identify Customers’ Requirements and 

Products Monitoring 

Sl.  Particular Yes (%) No (%) 

1 Do you get any demand from the Cottage, Micro and 

Small enterprises customers that are not fit with your 

existing products? 

32.26 67.74 

2 Do you have any product/s for unbanked people and 

start-up financing? 

58.06 41.94 

3 Do your Cottage, Micro and Small enterprises customers 

demand any product feature where you want to launch 

new product? 

38.71 61.29 

4 Do you think tailor-made products will benefits both the 

Cottage, Micro and Small enterprises customer and 

bank? 

90.32 9.68 

5 Do you undertake any initiative/s to identify the Cottage, 

Micro and Small enterprises customer’s requirement for 

developing new products? 

35.48 64.51 

6 Do your bank have any particular department to follow 

up the existing products due to change in the market 

scenario? 

61.29 38.70 

 

38.7 percent of banks pointed that CMSEs demand different product 

features where the banks want to launch new product. Some of the CMSEs’ 

demand for the product features from the banks are mentioned shown in 

Box-2. 

Box 2: CMSEs’ Demand for Products Feature where Bank Wants 

to Launch New Product 

▪ Seasonal demand wise product. 

▪ Product for loan against Bills receivable 

▪ Cluster wise product. 

▪ Technology based Nano Loan 

▪ Entrepreneurs who have no Trade License but willing to avail 

CMSE loan from bank (if permitted by Bangladesh Bank) 

▪ Product for marginal income group 

▪ Product for “Khudra Nari Gosthi” 
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▪ Collateral free loan up to 50.00lac 

▪ Business affected by Covid-19 would like to start again 

▪ Special Product for light engineering & plastic sector, agro based 

industry 
 

90.3 percent of banks mentioned that the tailor-made products could be 

beneficial, both for the CMSEs as well as the banks, which are as follows:  

▪ Tailor-made product will meet the unique requirements of borrowers;  

▪ Specific product will ensure clients repayment capacity;  

▪ Tailor made products will ease getting credit facility;  

▪ Specific sector will get financial assistance and cluster finance will be 

increased;  

▪ It will expand the business and will create opportunity for new 

financing;  

▪ Requirement of loan will meet properly;  

▪ Loan amount will be determined by bank properly;  

▪ Repayment will be possible in a suitable manner by the borrower. 

Only 35.5 percent of banks (Table 5.8) have different initiatives to identify 

the CMSEs’ requirements for developing new products such as: 

▪ Field Level Survey 

▪ Analysis of demand gap of clients based on need assessment 

▪ Collection of information from training/workshop/event etc. 

▪ Information from Bangladesh Bank/ SME Foundation 

▪ Visiting relevant Areas 

▪ Trying to understand Loan size, tenor and timing of cash flow 

▪ Market need assessment through obtaining information for 

branches 

▪ Research/Survey to find out the CMS customer's requirements 
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▪ Collecting information and feedback from SME Desk officials and 

Women Dedicated Desk official from different branches as well as 

form direct sales team 

▪ Month-wise information collection of prospective clients across our 

branch network under CMSE 

▪ Sector-wise target/ budget distribution 

▪ Designing campaign for CMSE customers 
 

Around 62 percent of the banks have specific department to follow up the 

existing products due to change in the market scenario. 

5.2.7 Challenges Banks Face to Develop New Products  

The sampled banks identified several challenges they face to develop 

customized products for the CMSEs, which are summarized as follows: 

▪ Lack of proper market survey/research;  

▪ There are too many sector and diverse need;  

▪ Difficulties on proper analysis for market viability;  

▪ Insufficient network/manpower to develop the product as per 

customer demands;  

▪ Due to market viability, pricing policy may differ time to time;  

▪ Market scenario and demand of clients change frequently;  

▪ Lack of information or data about market to develop specific product; 

▪ Enterprises are not aware to the banking products;  

▪ Clients are concerned with the loan volume & process instead of 

products;  

▪ Limited access to market information;  

▪ Lack of Business policy;  

▪ Due to lack of extensive Branch Network, it is quite hard for us to 

collect root level information;  

▪ Lack of Recourses like finance, technology, skilled labor, market 

access & market information 
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6 Proposed Products for CMSE Financing by Banks in Bangladesh  

As CMSEs are heterogeneous in nature and scattered all over the country, 

banks may design customized products based on area and cluster approach. 

In addition, banks may add separate features for a single product targeting 

rural, semi-urban and urban CMSEs (including women entrepreneurs), so 

that banks can fulfill customers’ requirement as per their needs. In this 

study, around 68 percent of the respondents claimed that they are not 

satisfied with the existing features of banks’ loan products (EMI, grace 

period, maturity, inflexible installment and other terms and conditions). 

Hence, there is a great need for developing existing features of loan products 

and innovate new features to cater to the needs of customized products for 

the CMSEs in Bangladesh. Based on the study findings, the study proposes 

some features of the products which can be added with the existing products 

and also some innovative and technology-based products for CMSE 

financing by banks in Bangladesh. 

Some proposed products for CMSEs in Bangladesh 

One, Grace Period and Long Repayment Tenor 

 About four-fifths (78 percent) of the CMSEs want longer grace period, and 

72 percent CMSEs want higher repayment tenor. Most banks offered almost 

similar products with some cosmetic changes for CMSEs. The working 

capital loans sanctioned by banks are for less than one year. Term loans are 

mostly granted with an average term of 3-5 years. For some CMSEs, it is 

quite difficult to repay the loan just after disbursement of loan as they 

require time to procure raw materials, produce goods, selling and recovering 

cash and accounts receivables. On the other hand, some businesses may 

require long time to be able to generate profit and cash flow. To fulfil these 

objectives, banks may offer product with longer grace period and higher 

repayment tenor, which in turn, may reduce the problem of inflexible 

installment. 
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Two, Products Adjusting Seasonality Effects 

Most traditional loan products designed for the CMSEs comprise the 

features of equal monthly instalment which is difficult for the CMSEs with 

the dimension of seasonality. There are many CMSEs, especially those 

related with the agricultural product supplier whose cash flow varies with 

the seasonal effect. For them, banks may introduce new product including 

the feature of “high pay in peak season and low pay in off season”. Even 

bank may introduce very short-term product which will be offered only for 

specific seasons when the enterprises can be able to generate more cash 

flow.  

Three, Developing Product Based on Cash Flow Cycle 

One of the more traditional routes for CMSEs is to obtain a loan based on 

CMSEs’ assets. Banks tend to favour these types of loans to avoid the risk 

of lending. However, banks may offer cash flow-based lending (like Finca 

Microfinance Bank’s practices in Pakistan) to reduce the burden on CMSEs. 

About two-fifths (38 percent) CMSEs prefer to pay their instalment based 

on cash flow cycle. Hence, banks can carefully analyse the cash flow 

statement for developing cash flow-based lending products. In this 

connection, the loan officer should identify the likelihood of repayment, 

based on the current and projected cash flows including the liquid assets and 

disposable income of borrowers.  

Four, Loan Product with Flexible Instalment Options  

Around fifty percent of the CMSEs preferred loan products with flexible 

instalment (weekly, monthly, quarterly) options. Most loans offered by 

banks in the form of working capital or term loan are structured with the 

equal instalment basis. This means that CMSEs are required to pay the same 

amount, irrespective of the business nature. However, banks do not adjust 

their loan product with the specific business nature of the CMSEs. 

Therefore, considering the business nature and cash flow scenario, banks 

may redesign their loan products with flexible instalment rather than equal 

monthly instalment in all cases.  
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Five, Product based on rural and urban characteristics 

In Bangladesh, almost every bank (except very few) develop loan products 

for CMSEs, irrespective of their locations. However, CMSEs are located in 

rural and urban areas and may do not have the same characteristics. Their 

buyers, suppliers and other related stakeholders also have different attitudes 

and characteristics which have impact on the business operation. On the 

other hand, the business environment in both rural and urban areas is not the 

same. Therefore, it is not wise for the banks to serve CMSEs of both rural 

and urban areas with the products having the same features. In this regard, 

banks may introduce product with the same name but include different 

features by incorporating different characteristics of rural and urban areas. 

Six, Small Ticket loan/Nano loan without trade license 

From the survey it was observed that many CMSEs prefer to have small 

ticket loan/Nano loan for 3 to 6 months maturity. The CMSEs also obtain 

small ticket loans from the NGO/MFI as well as from informal money 

lenders without trade license but with higher interest rate. Hence, bank can 

also introduce loan product for CMSEs without trade license. In this case, 

banks can consider national identification number (NID) in financing the 

CMSEs for small ticket/Nano loan rather than depending on trade license.   

Seven, FinTech-based/ App-based/Software-based Product 

The application of information technology (IT) may play an important role 

in financing CMSEs. It may be considered as a major enabler for new forms 

of working and collaborating within banks as well as with international 

organizations. Integrated IT solution may help to ensure faster decision and 

disbursement regarding the CMSE financing (like SME Go in Singapore). 

Hence, a strong management information system (MIS) for CMSEs may be 

developed by the banking sector. Besides, banks may develop app-based 

lending solutions (like Flexi loan in India) and AI-based interactive Chatbot 

banking (like Jumo in South Africa) by which customer can get banking 

information as well as can apply for banks’ loan. In addition, banks may use 

Big data analytics (like MyBank’s practices in China) for analyzing huge 
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volume of data which may help to find out various pattern of CMSE 

business for decision making.  Moreover, banks may form consortium to 

launch blockchain-linked funding for CMSEs.  

Eight, Incentive based product 

There are many CMSE borrowers who have a good track record and good 

repayment behaviour. For them, bank may offer some special incentives and 

good packages. In this case, banks may offer loan product attaching some 

incentive features. For example, if the borrower makes payment smoothly 

without any default he or she will get some cash incentive, yearly gift as 

appreciation or even priority to get further loan from banks.  

Nine, Relationship based and Group-based Lending: to reduce the 

collateral requirement of CMSEs  

Now-a-days, relationship has become a good alternative as lending 

technologies for collateral based financing. By   developing strong CRM 

technologies, banks may create good relationship with their CMSE 

customers. Recently, group-based lending is gaining popularity, especially 

among micro enterprises. However, this kind of approach may be used 

practice for cottage and small enterprises, where many of them will provide 

the guarantee to the banks together and will be liable in case of default. It 

will increase the credibility of the enterprises and help the bank to lend 

money. Banks may also extend large financing facility on group basis to 

establish CFC (Common Facility Centre) for various clusters. It is to be 

noted that some of the Islami banks already introduced few groups based 

micro enterprise lending, the recovery rate of which is around 98 percent. 

Hence, other banks can follow such mechanism, as it has already   proven 

to be successful.  

Ten, Developing cluster-based scheme 

Recently, China declared ‘One district one product’, based on the business 

characteristics and developed different cluster-based financing products. In 

Bangladesh we have also various clusters in different location of 54 
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districts. The financing needs of every cluster is not equal as their business 

operations are unique. To fulfill their financing needs, banks may design 

some cluster specific products and schemes and may establish small outlet 

near to the specific cluster with two to three employees to provide banking 

services to those clusters. This may reduce the cost and can generate the 

business for banks.  

Eleven, Focusing finance through alternative channels 

Although many banks started their banking journey with different 

alternative delivery channels, they are still not financing through those 

channels.  The recent study by Mamun et., al. (2021) showed that around 70 

percent of the banks opined that the current banking market structure is not 

sufficient for rural CMSE financing and 82 percent of banks did not finance 

with their alternative delivery channels. The same study also found that the 

average percentage of loan disbursed by agent point/unit office to total 

CMSME loan was less than 3 percent (2.68 percent) and the existing ADR 

ratio of the agent point/unit office of sampled banks was around 12.73 

percent. In this regard, banks may start extensive financing through 

alternative channels, for example, with agent point along with the deposit 

mobilization.  

Twelve, Factoring 

Factoring as a product of bank financing is very much popular all over the 

world, though not yet.  in Bangladesh.  The mechanism of factoring can be 

one of the most significant financing approaches for higher-risk, 

informational opaque CMSEs, since the fund sanctioned by a lender is 

explicitly linked to the value of an CMSE supplier’s accounts receivable 

and not to the supplier’s overall creditworthiness. In this process, the high-

risk suppliers can allocate their credit risk to high-quality buyers. Banks 

may use this product to finance the heterogeneous CMSE sector. In this 

regard, it would be the requirement of banks to carefully assess the 

repayment capacity of the buyers of goods on credit.  
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Thirteen, Non-Financial Services 

Banks in Bangladesh can introduce various non-financial service offerings 

for CMSEs while financing them in addition to their existing loan products. 

The non-financial services may further deepen the CMSE customer 

relationship, provide value to the CMSE customer beyond financial 

services, and contribute to the achievement of development (SDGs) of a 

country. Banks may introduce non-financial services like business training 

and mentoring, advices for accounting and financial planning, services for 

proper record keeping, peer and value chain networking, etc. In some cases, 

CMSEs may be capable of running their business operations, but they lack 

skilled human resources, financial and taxation knowledge, strategic 

marketing, and also the networking opportunities. To overcome such 

barriers, bank may collaborate with different relevant organizations to 

develop and deliver non-financial services to the CMSEs.  
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Appendices 

Appendix I: List of 18 Districts for Survey 

Sl. District Sl. District 

1 Dhaka 10 Bogura 

2 Narayangonj 11 Dinajpur 

3 Narsingdi 12 Sirajgonj 

4 Munshigonj  13 Barishal 

5 Manikgonj  14 Mymensingh 

6 Rangpur 15 Sylhet 

7 khulna 16 Chattrogram  

8 Rajshahi 17 Cumilla  

9 Hobigonj 18 Jashore  

 

Appendix II: Questionnaire for CMSEs 

Questionnaire for the CMSME Enterprises (ÔcÖkœcÎÕ) 

Name of the Business (e¨emvi bvg): 

………………………………......…………………………………… 

Name of the Respondent (DËi`vZvi bvg): 

………………………………………………………………… 

Business Address with Mobile/Phone (e¨emvi wVKvbv, †gvevBj ev †dvb b¤^i): 

……………………………………  

1. In which year you have started your business? (‡Kvb mv‡j Avcwb e¨emv ïiæ 

K‡ib?) ………………………… 

2.Type of business                   Manufacturing                      Trading                         

Service 

       (e¨emvi aiY) t                         (Drcv`b)                         (e¨emv)                      

(†mev) 

3.What is the category of your business?           Cottage               Micro                 

Small 
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    (Avcbvi e¨emv‡qi aib)t          (KzwUi)                (ÿz ª̀)                 (†QvU) 

4. What type of product/service you are producing/selling/serving? (Avcwb 

†Kvb ai‡bi cY¨/‡mev Drcv`b/ wewµ/ ‡mev w`‡q _v‡Kb?) 

......................................................................................................... 

5. What are the characteristics of your business (Avcbvi e¨emvi ‰ewkó¨ wK?): 

1 
Legal structure of Business 

e¨emv‡qi AvBbMZ aib 

Please Tick (wUK w`b):  

Proprietorship 

(GKgvwjKvbv)/Partnership (Askx`vix)/ 

Private limited (cÖvB‡fU wjt) 

2 

Raw material/stock storage 

time (in days) 

(KuvPvgvj/ gRy` msiÿ‡Yi mgq 

(w`b)) 

 

3 

Production/collection time (in 

days) (Drcv`b/msMÖ‡ni mgq 

(w`b)) 

 

4 

Selling of produced or 

procured goods (time in days) 

(Drcv`b/msM„wnZ cY¨ weµq (w`b)) 

 

5 
Cash sales in %  

(bM` wewµi kZKiv nvi) 

 

6 

Average receivable collection 

time (in days) (evwK‡Z weµq 

Av`v‡qi Mo mgq (w`b) 

 

7 Seasonality effects   Yes (nu¨v)                  No (bv)     
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(FZzwfwËK cÖfve)  

8 Others (Ab¨vb¨)  

 

6. What is the current capital structure of your business (in Tk.) Avcbvi 

e¨emvi eZ©gvb g~ja‡bi aib wK (UvKvq)? 

i. Own (wb‡Ri): 

………………………………………………………………

…………… 

ii. Borrowing from Bank/s (e¨vsK †_‡K avi): 

…………….......................................................... 

iii. Borrowing from others (friends, relatives, NBFI, 

NGOs/samiti, etc) (Ab¨vb¨ Drm †hgb, eÜz, AvZ¥xq-mRb, Avw_©K cÖwZôvb, 

GbwRI, mwgwZ BZ¨vw` †_‡K avi): .................................................. 

7. Please mention the loan amount you had received from bank through 

(Tk.) (AbyMÖn K‡i e¨vsK †_‡K †h FY †c‡q‡Qb Zvi cwigvb D‡jøL Kiæb): 

a) Term Loan (EMI) ‡gqv`x FY (wKw¯Í wfwËK) 

t……………………………………….… 

b) Working Capital (CC) PjwZ 

FYt……………………………….…….. 

8. Are you satisfied with the features (terms and conditions) of bank loan?  

(e¨vsK F‡Yi kZ©vejx I ˆewkó wb‡q Avcwb wK mš‘ó?) t              Yes (nu¨v)                          

No (bv) 

If no; why? (hw` bv nq, †Kb ÔÔbvÓ?) 

………………………………………………………………………………

……………………………… 
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9. Are you willing to take loan in future from the bank/s? (Avcwb wK fweh¨‡Z 

e¨vsK †_‡K FY wb‡Z BPQyK?) t           

        Yes (nu¨v)                                  No (bv)  If no; why? (hw` bv nq, †Kb 

ÔbvÓ?): 

………………………………………………………………………………

………………………………………………………………………………

……………… 

10. Do you think bank should develop loan products according to your 

business need? (Avcwb wK g‡b K‡ib †h, Avcbvi e¨emvi cÖ‡qvRb Abyhvqx e¨vs‡Ki FY 

†mev ‰Zix Kiv DwPZ?) t         Yes (nu¨v)             No(bv) 

If yes, why? (hw` nu¨v nq, †KbÕ?) 

………………………………………………………………………………

………………………………………………………………………………

……………… 

11. Do you get any loan product/s from a bank that is/are specially 

designed for your industry/sector? (Avcwb wK Avcbvi BÛvw÷/ †mKUi Gi Rb¨ 

we‡klfv‡e cwiKwíZ †Kvb FY myweav e¨vsK †_‡K †c‡q‡Qb?) t   

        Yes(nu¨v)              No(bv)  

12. Do you think current structure of bank’s loan products (EMI, grace 

period, maturity, etc.) is satisfactory for your financing need? (Avcwb wK g‡b 

K‡ib †h, e¨vsK F‡Yi eZ©gvb aiY (*BGgAvB, †MÖm wcwiqW, †gqv` BZ¨vw`) Avcbvi Avw_©K 

cÖ‡qvR‡bi Rb¨ m‡šÍvlRbK?) t                  Yes (nu¨v)                No (bv) 

If No, why? ( hw` bv nq †Kb ÔÔbvÕÕ?) 

........................................................................................................................

.................................................. 
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13.  What kind of loan and its features you expect from bank that will 

serve your purpose? (Avcbvi cÖ‡qvRb †gUv‡Z mÿg †Kvb ai‡bi FY Ges Zvi ˆewkó¨ 

Avcwb e¨vsK †_‡K cÖZ¨vkv K‡ib?        

Loan Product/s (FY †mev) Features (‰ewkó¨) 

  

Remarks, if any: gšÍe¨ (hw` _v‡K) 

Appendix-III: Questionnaire for Banks 

Questionnaire for Primary Data Collection 

1. How many products you have developed for Cottage, Micro and Small 

enterprises financing?                           Please mention the name of products. 

Sl.  Cottage Micro Enterprises Small Enterprises 

1    

 

2. How many sectors specific product/s you have develop for Cottage, Micro 

and Small enterprises financing?              

Sl.  Cottage Micro Enterprises Small Enterprises 

 

Manufacturing 

   

Trading    

Service    

 

3. Do you think banks should develop different Cottage, Micro and Small 

enterprises products based on the business characteristics?  

Yes                                  No 
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4. Do you have any cluster specific (for example, agro processing, handloom, 

fishery etc.) product/s based on the Cottage, Micro and Small enterprises 

characteristics?     Yes     No          

Please state the name of the products along with the sector/industry and 

major features. 

Products’ Name Cluster Major Features 

1.   

 

5. Do you have any specific product/s based on the region or district to finance 

Cottage, Micro and Small enterprises? 

      Yes              No             Please mention their name along with the region and 

features 

Products’ Name Region/District Major Features 

1.   

 

6. Do you think, based on the Cottage, Micro and Small enterprises 

characteristics documentation, amount of loan, interest rate, and other 

charges may differ? 

Yes              No             What are the principal reasons? 

............................................................................................................................ 

7. Do you consider Cottage, Micro and Small enterprises specific borrower 

selection criteria?  

Yes          No              

8. Do you consider Cottage, Micro and Small enterprises characteristics while 

assessing borrower loan repayment capability? Yes         No              

9. Is there any financing initiative/s by your bank to address the heterogeneous 

Cottage, Micro and Small enterprises customers?  
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Yes             No       what are those initiative/s? 

…………………………………………………………………………………… 

10.  Do you find any problem/s while financing various sectors of Cottage, Micro 

and Small enterprises with your existing products? 

Yes             No             If yes, please write down the problems. 

…………………………………………………………………………………… 

11. Do you get any demand from the Cottage, Micro and Small enterprises 

customers that are not fit with your existing products? 

      Yes              No              If yes, please mention the sector. 

……………………………………………………………………………………  

12. Do you have any product/s for unbanked people and start-up financing?   

Yes             No           If yes, please mention the name of the product/s. 

…………………………………………………………………………………… 

13. Do your Cottage, Micro and Small enterprises customers demand any 

product feature where you want to launch new product?  

      Yes             No                  If yes, please mention the features. 

.…………………………………………………………………………………… 

14. Do you think tailor-made products will benefits both the Cottage, Micro and 

Small enterprises customer and bank?  

      Yes             No             if yes, how? 

……………………………………………………………………………………

………………………… 

15. Do you undertake any initiative/s to identify the Cottage, Micro and Small 

enterprises customer’s requirement for developing new products?    Yes,      No             

if yes, please mention 

……………………………………………………………………………………

………………………….. 
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16. Do your bank have any particular department to follow up the existing 

products due to change in the market scenario?  Yes  No            if yes, do 

you update the products accordingly? 

17. What challenges do you face to develop new products? 

…………………………………………………………………………………… 

18. Could you suggest any new product that may be introduced to meet the 

special requirement for the Cottage, Micro and Small enterprises? 

Sector Cottage Micro Enterprises Small Enterprises 

Manufacturing    

Trading    

Service    
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Appendix IV: List of Banks which responded to the Questionnaire 

Sl. Bank Sl. Bank 

1 AB Bank Limited 17 United Commercial Bank 

Limited 

2 Agrani Bank Limited 18 First Security Islami Bank 

Limited 

3 Bank Asia Limited 19 Dutch-Bangla Bank Limited 

4 Bangladesh Krishi Bank 20 Rupali Bank Limited 

5 Community Bank Bangladesh 

Limited 

21 Social Islami Bank Limited 

6 Commercial Bank of Ceylon PLC 22 Sonali Bank Limited 

7 Eastern Bank Limited 23 BASIC Bank Limited 

8 HSBC, Bangladesh  24 Pubali Bank Limited 

9 Islami Bank Bangladesh Limited 25 Southeast Bank Limited 

10 IFIC Bank Limited 26 Global Islami Bank Limited 

11 Mutual Trust Bank Limited 27 Al Arafah Islami Bank Limited 

12 National Bank Limited 28 Bangladesh Development Bank 

Ltd 

13 National Credit and Commerce 

Bank Ltd. 

29 Dhaka Bank Limited 

14 Rajshahi Krishi Unnayan Bank  30 The City Bank Limited 

15 Trust Bank Limited 31 Modhumoti Bank Limited 

16 Uttara Bank Limited   
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