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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 Government of Bangladesh’s National Sustainable Development Strategy, 2010–2021a recognizes that 
accelerated growth is crucial to ensuring higher quality of life, faster poverty reduction and employment generation, 
and transforming into a middle-income economy. To sustain the economic growth, the government identified 
agriculture and rural development, especially rural nonfarm activities, as a priority area for development. The strategy 
recognizes key challenges in rural nonfarm activities, which include lack of access to credit, market, and electricity; 
and lack of education and training of entrepreneurs. The strategy aims to remove the barriers to growth of rural 
nonfarm activities, focusing on infrastructure, rural electrification, better physical and electronic communication 
services, education, training and skill formation, technological upgrading, access to market, rural financial services, 
and business development services for all—including women and the poor. 
 

The Asian Development Bank (ADB) country partnership strategy for Bangladesh, 2016–2020 identifies improving 
rural livelihoods as a key priority area. It also promotes creating conditions for greater private sector participation to 
increase investments, promote economic diversification, and expand employment opportunities.b 
 

Aligned with the strategy’s objective, the project will provide a line of credit through microfinance institutions (MFIs) 
to the rural nonfarm segment, i.e., microenterprises, for rural job generation and poverty reduction. 
B. Results from the Poverty and Social Analysis during PPTA or Due Diligence  
 

1. Key poverty and social issues. Bangladesh has achieved significant poverty reduction since 2010. Poverty 
incidence (people living below the national poverty line) declined from 31.5% in 2010 to 24.3% in 2016.c Other 
measures of poverty such as poverty gap, which is the mean shortfall from the poverty line and shows the depth and 
severity of poverty, also improved from 21% in 2004 to 17% in 2010 (footnote c). However, despite the notable 
progress in poverty reduction, Bangladesh still has about 48 million people living below the national poverty line 
(footnote c). Challenges to further poverty reduction in Bangladesh include the rural–urban divide and regional 
variations, since the western region has a higher poverty incidence. Limited access to financial and other economic 
resources and incidence of shocks such as natural disasters are closely associated with extreme poverty. People 
living in remote rural areas and ethnic minorities are also more vulnerable. 
 

Bangladesh has experienced high economic growth, averaging 6%, since 2000. However, the benefits of economic 
growth do not accrue to all individuals or households equally. Poor and low- income households tend to miss 
economic opportunities from the growth, and the inequality has serious adverse effects on poverty reduction. 
 

Rural nonfarm activities or microenterprises can create forward and backward linkages, generate rural employment, 
and have a significant impact on rural poverty reduction. Nevertheless, microenterprises face various nonfinancial 
and financial constraints. Nonfinancial constraints include lack of infrastructure facilities and utilities, and regulatory 
barriers. However, the financial constraint of inadequate sources of funds is the major constraint in developing 
microenterprises in Bangladesh. Other constraints include (i) product marketability, (ii) competition, and (iii) low 
demand for the product in the market. Since microenterprises mostly operate in the local economy, product 
marketing or low demand for outputs is a lesser constraint than access to finance. 

 

2. Beneficiaries.  Project beneficiaries are  microentrepreneurs,  especially in rural areas. Target microenterprises  
engage in various sectors including manufacturing, services, transport, and agriculture. The manufacturing sector 
includes businesses such as leather products, handloom and textiles, light engineering, food processing, and metal 
products. The agriculture sector includes activities such as livestock, horticulture, aquaculture, and poultry. Project 
beneficiaries will include informal microenterprises that are unregistered because the cost of registration and other 
requirements are prohibitive, and the registration brings little benefits. Ownership is not clearly defined because of 
the informal status of microenterprises. The project will benefit mostly women microentrepreneurs, but it is usually 
challenging to define women’s ownership of microenterprises. 
 

3. Impact channels. MFIs will provide loans to their member microentrepreneurs. By providing loans to MFIs, the 
project will ease microenterprises’ scarcity of funding. In addition, the project will develop an enabling environment 
and MFIs’ capacity to expand outreach to microenterprise borrowers including women microentrepreneurs. 
Developing microenterprises will generate jobs by creating a value chain and fostering linkages to forward and 
backward markets. The project expects to generate a substantial number of  job opportunities among the poor  and 
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low-income population in Bangladesh, by establishing new microenterprise and expanding existing microenterprises. 
 

4. Design features. The project will expand microenterprise finance, and 70% of the total borrowers under the 
project will be women. In addition to access to finance, the project will develop MFIs’ capacity to support 
microenterprise development, in particular developing cluster value chain for microenterprises for business 
expansion and upscaling. The cluster microenterprise development includes quality control, marketing, and branding 
and targets mostly women microentrepreneurs. The project will also provide training on mobile-based 
microenterprise finance, targeting women. The capacity development provided will enhance microentrepreneurs’ 
ability to improve their marketability, scale up, and move along the value chain. During the implementation, MFIs’ 
microenterprise lending operations will be carefully reviewed by ADB. Measures to enhance their outreach, 
especially to disadvantaged groups, will be developed. 
 

II. PARTICIPATION AND EMPOWERING THE POOR 

1. Participatory approaches and project activities. Key stakeholders include microenterprise borrowers, partner 
MFIs – partner organizations (POs), the PKSF, the government, and regulators. During the project implementation, 
extensive consultations will be carried out with microenterprise borrowers and other stakeholders to discuss further 
key constraints in accessing finance and other constraints for microenterprise development. The project will also 
conduct a training needs assessment for microenterprises, especially women microentrepreneurs. 
 

2. Civil society organizations. PKSF POs are nongovernment organizations. The project can contribute to 
engaging and empowering stakeholders and beneficiaries, particularly women, by providing access to finance for 
their microenterprise development. In addition to microenterprise loan operations, POs will provide training and 
capacity building for beneficiaries, conduct dialogues, and develop beneficiaries’ entrepreneurship. POs will ensure 
that beneficiaries are fully aware of the project. POs will conduct other social intermediation activities (e.g., financial 
literacy training, health and environmental awareness) as needed by beneficiaries. They will be strengthened by 
ADB’s line of credit, which will be lent to microenterprises. The project will provide support, through attached technical 
assistance, to enhance MFIs’ capacity to expand their microenterprise loan operations for greater financial inclusion.  
 

3. The following forms of civil society organization participation are envisaged during project implementation: 
(H) Information gathering and sharing  (H) Consultation    (H) Collaboration    (H) Partnership 
 

PKSF POs will carry out information gathering and sharing and consultation through regular member meetings. POs 
will also extend collaboration and partnership for microenterprise development to their members through regular 
visits, advice, and meetings. 
 

4. Participation plan. MFIs have continuous participation and consultation with the beneficiaries as their routine 
business practices. Information on the project’s objectives and activities will be shared and discussed with 
beneficiaries at MFIs’ regular group meetings. The participation plan will be prepared during the inception stage in 
consultation with PKSF, POs and beneficiaries. The key elements of partnership are project information sharing, 
microenterprise business plan development, capacity needs assessment and marketing and business development 
support. 
 

Yes.   No. MFIs will communicate with the PKSF and ADB if project beneficiaries make a special request or 
demand. The key roles and activities of the PKSF and POs are identified in the Project Administration Manual (PAM). 
  

III. GENDER AND DEVELOPMENT 

Gender mainstreaming category: Gender equity theme 

A. Key issues. The PKSF’s 277 POs have 12.71 million members, of whom 9.97 million are borrowers and 90.9% 
are women. However, as most of the microenterprises are informal, defining women’s microenterprise ownership is 
difficult. The share of female entrepreneurs is estimated at 29% in the manufacturing sector and 56% in the 
agribusiness sector. Women microentrepreneurs face various financial and nonfinancial constraints, including lack 
of (i) business management skills, (ii) entrepreneurial and technical skills, (iii) start-up finance, (iv) information and 
access to networking support, and (v) self-confidence. 
 

B. Key actions. The project will provide access to finance to at least 28,000 women microentrepreneurs. It will also 
support the development of MFIs’ capacity to carry out gender-oriented microenterprise finance by developing 
practical microenterprise finance operational guidelines and gender-focused training. In addition, the project will 
support pilot-based mobile microfinance operations to enhance access to finance for women microentrepreneurs.  
The project will support women microenterprise cluster development for them to access wider and upscale markets 
by providing support for marketing, product development, quality control, branding, and distribution. For this, women 
microenterprises will be given access to an e-commerce platform, which will be developed under the project. 

 Gender action plan      Other actions or measures  No action or measure 
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IV. ADDRESSING SOCIAL SAFEGUARD ISSUES 

A. Involuntary Resettlement Safeguard Category:  A     B      C      FI 
1. Key impacts. No impact. Only category C subprojects are permitted.  
2. Strategy to address the impacts. Not applicable. 
3. Plan or other Actions. 

  Resettlement plan 
  Resettlement framework 

  Environmental and social management 
system arrangement 

  No action (environmental screening) 

  Combined resettlement and indigenous peoples plan 
  Combined resettlement framework and indigenous peoples 

planning framework 
  Social impact matrix 

B. Indigenous Peoples Safeguard Category:  A     B      C      FI 

1. Key impacts. No impact to indigenous peoples as only category C subprojects are permitted.  

Is broad community support triggered?     Yes                     No 

2. Strategy to address the impacts. Not applicable. 

3. Plan or other actions. 
   Indigenous peoples plan 
   Indigenous peoples planning framework  
   Environmental and social management system 

arrangement 

   Social impact matrix 
   No action (social screening) 

   Combined resettlement plan and indigenous 
peoples plan 

   Combined resettlement framework and indigenous 
peoples planning framework 

   Indigenous peoples plan elements integrated in 
project with a summary 

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). Not applicable. 

 unemployment    underemployment   retrenchment    core labor standards 

2. Labor market impact. The project is expected to generate tangible rural self- and wage-employment opportunities 
by providing access to finance and other development support for microenterprises. 

B. Affordability  

The beneficiaries will have access to affordable and reliable sources of institutional finance.  

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):  

Communicable diseases (NA) Human trafficking (NA)  
   Others (please specify) ______________ (NA) 

2. Risks to people in project area. Not applicable. 

VI. MONITORING AND EVALUATION 

1.Targets and indicators. Key targets include (i) microenterprise borrowers of PKSF’s POs increased by 40,000, of 
which 70% are women; (ii) total microenterprise loan portfolio outstanding of PKSF’s POs reached Tk81 billion, of 
which 70% are for women borrowers; (iii) at least 10,000 microenterprise borrowers from three POs enrolled in 
mobile-based microenterprise finance application and received training, of which 70% are women; and (iv) MFI 
microenterprise cluster development scheme implemented for at least three enterprise clusters covering at least 
1,000 microenterprise borrowers, of which 70% are women.    
2.Required human resources: ADB staff; project coordinator (implementing agency), consultants (e.g., gender 
advisor) 
3. Information in the project administration manual. The project will have a quarterly project performance monitoring 
report from PKSF to ADB; monthly project progress report from POs to PKSF; and project completion report from 
PKSF to ADB. 
4.Monitoring tools. ADB project reviews, PKSF annual reports, including environmental and social screening, gender 
action plan monitoring, and consultants’ reports. 

a   Government of Bangladesh, Planning Commission. 2013. National Sustainable Development Strategy (2010 – 
2021). Dhaka. 

b ADB. 2016. Country Partnership Strategy: Bangladesh, 2016–2020. Manila. 
c World Bank Open Data. https://data.worldbank.org/topic/poverty?locations=BD. 
Source: Asian Development Bank. 
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