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I. POVERTY AND SOCIAL ANALYSIS AND STRATEGY 

Poverty targeting: general intervention 

A. Links to the National Poverty Reduction and Inclusive Growth Strategy, and Country Partnership Strategy  
The proposed project is expected to contribute to the core mission of the Asian Development Bank (ADB) of reducing 
poverty in Asia. It is aligned with ADB’s Strategy 2020

a
 and consistent with the country partnership strategy, 2011–2015 

for Bangladesh.
b
 The objective of developing small and medium-sized enterprises (SMEs) is a key element in the 

development strategy of the Government of Bangladesh, as noted in its Sixth Five-Year Plan for fiscal year (FY)2011‒
FY2015.

c
 The plan embodies poverty reduction as its prime guiding principle and aims to foster a participatory process 

of inclusive growth and social development underpinned by steadily improving governance standards to meet poverty 
reduction goals. To foster pro-poor growth, the plan lays out strategies for promoting decent employment, improving the 
environment for private sector development, boosting agricultural growth and rural development, and providing essential 
infrastructure for pro-poor growth. The Sixth Five-Year Plan also targets financial inclusion and broader access to 
financing for SMEs as part of a strategic action plan to guide Bangladesh Bank, in particular. 
 
Although government-supported initiatives have increased, the participation of women in the labor force is only half that 
of men, and women’s employment continues to be concentrated at the low end of occupations in the informal sector, 
with low returns on labor and temporary terms. Male–female differentiation in wages is pronounced—the percentage of 
female laborers in the lowest income groups is almost double that of men. The major challenges are to recognize 
women’s economic contributions, overcome women’s lack of marketable skills or access to capital, enforce labor 
conditions in the formal and informal sectors, support the marketing of products produced by SMEs, and address social 
norms that hinder women’s wider participation in management and sectors traditionally reserved for men. 
 
ADB’s country partnership strategy supports the government’s commitment to private sector development and to private 
sector-led growth and, in particular, to fostering the segment of SMEs engaged in manufacturing by assisting the 
development of the finance sector with an emphasis on clean energy, infrastructure finance, and credit for SMEs. 
 

B. Results from the Poverty and Social Analysis during Project Preparation or Due Diligence  

1. Key poverty and social issues. Accelerating growth and reducing poverty, income inequality, and regional 
disparity are the overarching goals of the current development efforts in Bangladesh. To achieve double-digit economic 
growth, promoting the development of SMEs is considered critical. 
 
The SMEs in Bangladesh play a vital role in the country’s growth. According to the third economic census carried out by 
the Bangladesh Bureau of Statistics during March–May 2013, it is estimated that the SME sector comprises 7.2 million 
firms, which account for 90% of all private enterprises in Bangladesh, and even for 99% of all companies when micro 
enterprises are included (MSMEs, if taken together). SMEs employ about 70%‒80% of the non-agricultural workforce 
and in 2014 contributed 25% of Bangladesh’s gross domestic product and 40% of the manufacturing output. To boost 
SME activities in rural and backward regions is a key component of the government’s strategy for rural development and 
reduction of poverty and regional disparity. The majority of firms outside the metropolitan areas of Bangladesh are 
SMEs. Rural nonfarm activities, the most promising force behind poverty reduction in the country, and the source of 
more than half of employment and incomes for the rural population, are fully reliant on those SMEs. 
 
2. Beneficiaries. SME activities touch on the lives of many of the most vulnerable in society, including minorities, 
women, urban slums, and pockets of poverty in flourishing towns and cities. For many families, they are the only source 
of livelihood; for others, they supplement the family income. Women are mostly found in the unregistered sector—food 
processing enterprises, manufacturing enterprises, and weaving—and often work part-time in the family enterprise. 
Women’s enterprises are micro- and small-scale businesses managed by one or more women as a proprietary concern, 
or in which they individually or jointly have a share of capital of not less than 51% as partners, shareholders, directors of 
a private limited company, or members of a cooperative society. In Bangladesh, rural enterprises owned by women are 
smaller, newer, and more likely to be informal and home-based. Female entrepreneurs are less educated and have 
significantly less access to medium- or long-term credit (enterprise finance). Banks and other financial institutions 
generally prefer larger business clients because of the lower transaction costs and greater availability of collateral. Some 
of the MSMEs also fall outside the reach of microfinance schemes, and are thus compelled to depend more on informal 
sources of funds at higher interest rates. 
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3. Impact channels. Pro-poor sustainable economic growth is to be achieved through the project’s focus on 
measures to improve SMEs’ economic growth and development, especially in nonurban and rural areas, where the 
incidence of poverty is high. In addition, by ensuring availability of finance, more entrepreneurs—including women—will 
be able to expand their enterprises, establish new SMEs, or expand existing ones. 
 
4. Other social and poverty issues. None. 
 
5. Design features. Under the proposed Second Small and Medium-Sized Enterprise Development Project 
(SMEDP2), ADB will offer a sovereign loan of up to $200 million with a tenor of up to 25 years, which will be used by 
participating financial institutions (PFIs) such as commercial banks and nonbank financial institutions for onlending to 
SMEs. The provision of long-term funds will enable the PFIs to move downmarket and broaden SME lending to a wider 
customer segment, especially to female-led businesses and start-up companies. The project also includes a proposed 
capacity building technical assistance (CDTA) project, which will strengthen the managerial and technical capacity of the 
PFIs for SME and SME-cluster financing in general and, in particular, for enhancing the capacity of women 
entrepreneurs and associations to fully access the financial resources and services earmarked for women-led SMEs. 

II. PARTICIPATION AND EMPOWERING THE POOR 

1. Participatory approaches and project activities. The project has been prepared in consultation with a broad 
range of stakeholders—Bangladesh Bank, Board of Investment, National Board of Revenue, Ministry of Commerce, 
Ministry of Finance, Ministry of Industry, Bangladesh Small and Cottage Industries Corporation (BSCIC), SME 
Foundation, city corporations and municipalities, various private sector agencies (including chambers of commerce and 
business associations), and development partners. The findings and recommendations of these discussions will result in 
the preparation of capacity development initiatives targeting the specific needs and constraints faced by women 
entrepreneurs. The SMEDP2 aims to remove the constraints faced by SMEs, through an integrated approach that 
centers on forming partnerships between firms at various levels of the value chains. The project will pay particular 
attention to the development of rural and nonurban SMEs. By so doing, women who generally receive no wage income 
as household workers will be given the opportunity to be employed and to establish their own businesses. 
 
2. Civil society organizations. During loan fact-finding a broad range of civil society organizations (CSOs) were 
consulted. Through the CDTA, the project will recruit an organization (a firm or nongovernment organization) that will be 
working with Bangladesh Bank on various gender-related capacity-building activities, targeting women entrepreneurship 
and covering both demand and supply aspects. 
 
3. The following forms of CSO participation are envisaged during project implementation, rated as high (H), 
medium (M), low (L), or not applicable (NA). 

  Information gathering and sharing (H) Consultation (H) Collaboration (H)  Partnership 
 
4. Participation plan. The loan has a distinctive gender focus and commitment to targeting women’s MSMEs as 
spelled out in the project-specific gender action plan (GAP, linked document 11).

d
 Actions aimed at ensuring adequate 

consultation and—if possible—collaboration with CSOs have been built into the design of the GAP, the timely and 
effective implementation of which will be monitored by the executing agency, Bangladesh Bank. (No need for a 
participation plan as it is already built into the GAP.) 

III. GENDER AND DEVELOPMENT 

Gender mainstreaming category: effective gender mainstreaming  
A. Key issues. Women in Bangladesh are a significant entrepreneurial force, contributing to the development of 
local, national, and global economies. Women-run businesses—mostly small enterprises—are found in the production 
and marketing of agricultural and consumer goods, and the provision of services for local, national, and multinational 
markets. Furthermore, the government, through Bangladesh Bank circulars and memorandums, has created a space for 
women entrepreneurs to have easy access to financial resources and services. However, despite the encouraging 
environment, PFIs are still unwilling to lend to women entrepreneurs and start-up firms because they are considered 
risky investments. The main barriers to women entrepreneurs accessing SME loans are twofold. First, women do not 
have access to the right information related to SME loans and often shy away from taking loans thinking they are not 
eligible. Also, women do not always have the technical capacity and financial and/or accounting know-how to 
successfully run a business. Second, the PFIs and even Bangladesh Bank officials are not sensitized to the special 
needs of women entrepreneurs, nor are they aware of the special rules and/or regulations mandated by Bangladesh 
Bank to encourage women entrepreneurs to take out SME loans. 
 
B. Key actions.  Gender action plan      Other actions or measures      No action or measure 
Gender design features include: (i) earmarked resources, under the project’s credit line, whereby a minimum of 15% of 
the lending will be disbursed to qualified SME women entrepreneurs; and (ii) capacity development initiatives carried out 
under the CDTA to strengthen the ability of women entrepreneurs to avail of opportunities provided under the loan. 
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IV. ADDRESSING SOCIAL SAFEGUARD ISSUES 

A. Involuntary Resettlement  Safeguard Category:  A     B      C      FI 
 

1. Key impacts. No involuntary resettlement will be triggered because all subprojects with potential safeguard 
impacts will be rejected during the subproject selection process carried out by the PFIs. 
 
2. Strategy to address the impacts. The use of the subproject screening checklist will ensure that subprojects 
with involuntary resettlement or impacts on indigenous peoples will be excluded. 
 
3. Plan or other Actions.   No action 

B. Indigenous Peoples Safeguard Category:  A     B      C      FI 
1. Key impacts. No adverse impact on indigenous peoples will be triggered because all subprojects with potential 
safeguard impacts will be rejected during the subproject selection process carried out by the PFIs. 
Is broad community support triggered?     Yes                     No 
2. Strategy to address the impacts. The use of the subproject screening checklist will ensure that subprojects 
with involuntary resettlement or impacts on indigenous peoples will be excluded.  
3. Plan or other actions.  None 

V. ADDRESSING OTHER SOCIAL RISKS 

A. Risks in the Labor Market  

1. Relevance of the project for the country’s or region’s or sector’s labor market, indicated as high (H), medium 
(M), and low or not significant (L):  unemployment(H);  underemployment;  retrenchment;  core labor 
standards(M) 
2. Labor market impact. The project will promote greater access for MSMEs to financial resources. Training and 
capacity development initiatives targeting the specific needs of low-income MSMEs will introduce them to gender 
awareness, and labor rights issues and core labor standards, and contribute to greater knowledge and possibly 
application of core labor standards. 
B. Affordability  

The project will promote greater access for women entrepreneurs to affordable financial resources and services and thus 
contribute to possible reductions in the cost and prices of manufactured goods and services. More specifically, based on 
past experience in the implementation of the first Small and Medium-Sized Enterprise Development Project and the 
Bangladesh Bank circular on women entrepreneurs’ access to SME loan (2009), the interest rate applied by the project 
to women entrepreneurs will be capped at 10%. 
C. Communicable Diseases and Other Social Risks 

1. The impact of the following risks are rated as high (H), medium (M), low (L), or not applicable (NA): NA 
   Communicable diseases (NA)     Human trafficking (NA)  

2. Risks to people in project area. NA 

VI. MONITORING AND EVALUATION 

1. Targets and indicators. 15% of the resources under the project’s credit line will be earmarked for qualified 
women entrepreneurs in the MSME segment. This will be monitored by Bangladesh Bank and—more specifically—by 
the Women Entrepreneurs Development Unit (WEDU) in compliance with government (Bangladesh Bank) regulations. 
 
2. Required human resources. The CDTA attached to the proposed loan provides allocations for the recruitment 
of an organization for a range of capacity development initiatives targeting women entrepreneurs. Staff to be recruited 
include a gender technical advisor and women entrepreneurship expert. Capacity development initiatives targeting the 
specific needs of the WEDU will be supported to ensure WEDU’s ability to monitor more effectively gender targets and 
gender equality results of Bangladesh Bank-administered initiatives. From an ADB perspective, the timely and effective 
implementation of all social and gender-related targets of the design and monitoring framework (reflected in the GAP) 
will be monitored by the Bangladesh Resident Mission’s social development specialist.  
 
3. Information in the project administration manual. All social and gender-related design features are indicated 
in section VIII (Gender and Social Dimensions) and section IX (Performance Monitoring, Evaluation, Reporting, and 
Communication) of the project administration manual. 
 
4. Monitoring tools. To measure progress and results quarterly monitoring of output and outcome indicators will 
take place and be presented through quarterly progress reports, with GAP update implementation matrices attached. 
Review missions will monitor the timely and effective implementation of the project-specific GAP. 

a ADB. 2008. Strategy 2020: The Long-Term Strategic Framework of the Asian Development Bank 2008‒2020. Manila. 
http://www.adb.org/documents/strategy-2020-working-asia-and-pacific-free-poverty.  

b  ADB. 2011. Country Partnership Strategy for Bangladesh (2011–2015). Manila. http://www.adb.org/sites/default/files/institutional-
document/33002/files/cps-ban-2011-2015-0.pdf 

c  Government of the People’s Republic of Bangladesh, Planning Commission, Ministry of Planning. 2011. Sixth Five-Year Plan 
FY2011‒2015: Accelerating Growth and Reducing Poverty. Dhaka. http://www.plancomm.gov.bd/sixth-five-year-plan. 

d  Gender Action Plan (accessible from the list of linked documents in Appendix 2). 
Source: Asian Development Bank. 


