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DEVELOPMENT COORDINATION 

 

A. Major Development Partners: Strategic Foci and Key Activities 
 
1. Strategic focus. The major development partners view the development of small and 
medium-sized enterprises (SMEs) in Bangladesh as a key strategic agenda. Besides the Asian 
Development Bank (ADB), the World Bank and Japan International Cooperation Agency (JICA) 
have been providing large-scale intermediary credit facilities for the development of SMEs, 
infrastructure financing, and development of economic zones that have an impact on SME 
development. While ADB, JICA, and the World Bank provided large-scale medium- to long-term 
credit facilities to private sector enterprises, the European Union (EU) and the Department for 
International Development of the United Kingdom (DFID) undertook sizable technical assistance 
(TA) projects to enhance the competitiveness of SMEs by improving the regulatory and 
institutional framework, building capacity, and providing business development services. 
 
2. Intermediary loans and grants. JICA has recently emerged as a major partner in the 
SME segment. The agency provided a $40 million equivalent loan to SMEs through participating 
financial institutions with particular focus on the manufacturing industry.1 JICA also approved a 
$126 million equivalent loan for the development of economic zones and for financing Japanese 
investors and enterprises setting up industries in economic zones. Following a building collapse 
in the country’s export-oriented garments industry, the agency also approved a $112 million 
equivalent intermediary loan to strengthen the building safety standards of the enterprises 
operating in Dhaka and Chittagong. The World Bank recently approved a $300 million credit 
facility primarily for providing long-term financing to export-oriented enterprises, including SMEs, 
strengthening the central bank’s capacity to regulate the financial market, and investing in 
financial market infrastructure, e.g., by modernizing the credit information bureau and settlement 
system.2 The World Bank associated with DFID to provide $60.2 million for the development of 
economic zones, such as information technology parks.3 The World Bank and International 
Finance Corporation (IFC) are providing TA for the establishment of a secured transaction 
registry for SMEs, microcredit information, and development of a regulatory framework to 
regulate Islamic banking. The multilateral agency also launched a $294.5 million infrastructure 
fund to provide long-term financing to private sector enterprises. DFID, JICA, the Global 
Partnership on Output-Based Aid (GPOBA), German development cooperation through KfW, 
United States Agency for International Development (USAID), and the World Bank are providing 
significant loan and grant amounts to finance renewable energy applications—such as solar 
home systems, solar irrigation pumps, and mini-grid biogas- and/or biomass-based electricity 
projects—to increase access to electricity in rural population and small businesses.4 
 
3. Technical assistance. The EU is funding $20.9 million in TA to formulate a national 
strategy for SME development, strengthen the SME Foundation, achieve training and 
knowledge transfer, build the capacity of the banking industry for better SME access to finance, 
and foster cluster development.5 The EU has undertaken another large TA project to boost the 
competitiveness of small, micro and cottage enterprises in targeted areas and sectors by 
providing vocational training and capacity development at the Bangladesh Small and Cottage 
Industries Corporation (BSCIC) and other business intermediaries. DFID is also contributing 
$46.8 million in TA to improve access to financial services for micro and small enterprises in 

                                                           
1
 http://www.jica.go.jp/english/our_work/social_environmental/archive/oda/projects/p_other_208.html. 

2
 http://www.worldbank.org/projects/P150938?lang=en. 

3
 http://www.worldbank.org/projects/P120843/bd-private-sector-development?lang=en. 

4
http://www.worldbank.org/projects/P131263/rural-electrification-renewable-energy-development-ii-rered-ii-

project?lang=en.  
5
 http://euinspired.org.bd/index.php/en/. 



2 

Bangladesh. The TA helps amend existing policies, such as drafting the National Financial 
Inclusion Strategy, and assists the flotation of an innovative challenge fund for business 
development services, a credit guarantee fund to provide collateral-free loans, and the formation 
of a microfinance credit information bureau. Katalyst—a market development project—aims to 
increase the income of poor men and women in rural areas by making input and product 
markets more accessible, which in turn boosts the competitiveness of farmers and small 
enterprises.6 This $25 million grant-supported project is implemented by Swisscontact and GIZ 
International Services and funded by DFID, Swiss Agency for Development and Cooperation, 
and Danish International Development Agency. The table below lists the major projects with an 
impact on SMEs. 
 

Major Development Partners 
Development 
Partner 

 
Project Name 

 
Duration 

Amount 

($ million) 

ADB 
Second Public–Private Infrastructure Development 
Facility 

2014–2017 110.0 

AFD 
Ready-Made-Garments Sector Safety Improvement 
(proposed) 

2016–2021 70.0 

DFID Business Finance for the Poor in Bangladesh 2012–2018 46.8 
DFID Providing Clean Energy for Rural Poor of Bangladesh 2013–2016 31.2 
DFID, SDC, 
Danida 

Agri-business for Trade Competitiveness Project, branded 
as Katalyst 

2002–2017 25.0 

European Union 
Integrated Support to Poverty and Inequality Reduction 
through Enterprise Development 

2013–2018 20.9 

European Union 
Poverty Reduction through Inclusive and Sustainable 
Market 

2015–2023 35.7 

JICA 
Financial Sector Project for the Development of Small and 
Medium-Sized Enterprises 

2011–2016 
$40.0 

 
JICA Foreign Direct Investment Promotion Project 2015–2025 126.0 
JICA Urban Building Safety Project 2015–2022 112.0 
JICA Renewable Energy Development Project 2013–2019 113.4 
KfW National Domestic Biogas and Manure Program 2008–2016 8.7 
KfW Productive Use of Renewable Energy Program 2014–2018 11.0 
World Bank Investment Promotion and Finance Facility 2006–2015 294.5 
World Bank Financial Sector Support Project 2015–2020 300.0 
World Bank/DFID Private Sector Development Support Project 2011–2016 60.2 
World 
Bank/USAID/ 
KfW/GPOBA 

Rural Electrification and Renewable Energy Development 
Project II 

2012–2018 233.4 

ADB = Asian Development Bank, AFD = Agence Française de Développement, Danida = Danish International 
Development Agency, DFID = Department for International Development of the United Kingdom, GIZ = Deutsche 
Gesellschaft für Internationale Zusammenarbeit, GPOBA = Global Partnership on Output-Based Aid, IFC = 
International Finance Corporation, JICA = Japan International Cooperation Agency, KfW = Kreditanstalt für 
Wiederaufbau, SDC = Swiss Agency for Development and Cooperation, USAID = United States Agency for 
International Development. 
Sources: Bangladesh Bank, World Bank, DFID, IFC, JICA. 

 
B. Institutional Arrangements and Processes for Development Coordination 
 

4. ADB consulted extensively with development partners during the processing of this 
proposed loan and TA grant. Development assistance in Bangladesh is coordinated by the 
Economic Relations Division of the Ministry of Finance and reflected in a joint cooperation 
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strategy with the development partners.7 The division conducts periodic portfolio review 
meetings and advises on issues for greater development impact. A donor subgroup in the 
finance sector also meets periodically to better coordinate their activities, although a more 
organized approach is required. The proposed ADB project well complements the SME 
refinancing projects of other development partners—while they largely focus on the 
competitiveness of export-oriented enterprises and manufacturing, ADB's project focuses on 
bridging the regional gap by restricting its coverage to areas outside the Dhaka and Chittagong 
metropolitan areas, with particular focus on small enterprises and women entrepreneurship. 
ADB's project offers synergies with the extensive TA activities of development partners, and this 
is expected to mutually benefit each other’s outcomes. 
 

C. Achievements and Issues  
 

5. ADB has been providing sustained support for the development of SMEs. In 2004, it 
mobilized its first large-scale assistance to the SME segment, which comprised a program loan 
($15 million), project loan ($30 million), and TA loan ($5 million). As deliverables of the project, 
SMEs were declared a priority sector, SME policy strategies were prepared, the SME 
Foundation was established as an independent apex body for SME promotion, and BSCIC was 
restructured. The full credit facility of the Small and Medium Enterprise Sector Development 
Program (SMESDP) was disbursed 3 months ahead of schedule, and the project part was 
primarily utilized by SMEs operating in two major cities—Dhaka and Chittagong, at 56%—while 
semi-urban and rural areas accounted for 44%.8 Learning from this project, and to reduce 
regional disparity, a $76 million follow-on project was approved in 2009, with particular focus on 
providing loans to SMEs operating outside the Dhaka and Chittagong metropolitan areas. The 
project was disbursed in full to more than 13,500 SMEs spread across the country; however, 
49% of the credit facility was utilized by the trading segment, which usually has less difficulty in 
securing finance from the banking industry, and the amount allocated for women-led enterprises 
was not fully utilized.9 The proposed project is built on the previous experiences and intends to 
introduce innovative components to further reduce regional gaps and target financing in specific 
sectors and regions. 
 

D. Summary and Recommendations 
 

6. The development partners are increasingly taking more interest in Bangladesh’s SMEs 
by providing large-scale refinancing facilities and significant TA support. It is essential that the 
development partners take a more structured approach to the coordination of the facilities, so as 
to have the best possible synergy impact on the economy. Bangladesh Bank, the central bank, 
administers most of the refinancing and TA support programs, and it should develop the 
capacity of other potential SME-focused implementing agencies, such as the SME Foundation 
and BSCIC, in a more coordinated fashion. The refinancing schemes of the development 
partners may be more targeted to those areas where the country has some form of competitive 
advantage. Development of a comprehensive and integrated SME database is a long-pending 
issue—its lack makes it difficult to understand the segment, design appropriate interventions, 
monitor the results, and evaluate the programs. SMEs are the major driving force of the 
Bangladesh economy for employment generation and growth. The proposed project is expected 
to contribute significantly to the government's efforts to achieve higher and equitable economic 
growth. 
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