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Time to deal with weaknesses in
credit policy to support MSMEs
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The circular observed that MSME
financing is considered problematic,
and personal, group or social
guarantees may be considered to
overcome the problem. The credit
performance or credit history may also
be considered in extending credit to
the MSMEs. The individual providing
the personal guarantee should be
acceptable to both bankers and
borrowers. The personal guarantor
should be a single guarantor. The
social guarantee means the guarantee
extended by any establishment or
organisation such as trade association,
chambers, or training organisations
that provide training to entrepreneurs.
The group guarantee means the
joint guarantee provided by some
borrowers. If a member of the group
becomes defaulters, the entire group
will be treated as defaulters.

The FIs will set up a women
entrepreneur development centre
in their regional branches and a
dedicated desk in each branch. Female
bankers shall be posted there, and they
should be given proper training for
the tasks. The FIs will find some new
entrepreneurs who never availed any
credit facilities, and provide training
to them. FIs will give loans to at least
three of the trainees.

Thereis another existing refinancing
scheme for agro-processing MSME
in the location other than divisional
headquarters, Dhaka, Chattogram
and Narayanganj city areas. Under this
scheme, FIs can provide the highest
working capital and terms loans of Tk
3 crore and Tk 10 crore respectively.
Under the scheme, FIs are advised to
“consider” to extend loan up to Tk 25
lakh against the third-party guarantee.
The policy also provides facility to
MSME:s of any group of companies.

The nicely worded policy of
September 5, 2019 could not serve the
purposes.

The credit facilities for MSMEs are
suggestive and not binding for FIs as all
the policies are qualified with “may”,
to “consider” and subject to the bank-
client relationship. Another serious
loophole is that the BB considers the
demand for working capital lower
than a long-term loan (for fixed
capital). Small and cottage industries
are labour-intensive and don't require
costly machinery. It is obvious that
MSMEs need more working capital
than long-term capital.

A daily newspaper reported that
the government has prepared another
policy. The owners of the cottage,
micro, and small enterprises (CMSEs)
will get working capital loan from
MFIs if they have two guarantors and
national identification cards (NIDs) or
birth registration certificate. The policy
also, as usual, considers the person, not
the company as the borrower. Those
who do not have NIDs can also get
loans by submitting a certificate from
the local municipal councillor or the
chairman of union parishad and loan
applications. The MFIs will not ask for
any additional documents.

According to the proposed policy,
the MRA and non-governmental
organisations will manage a special
refinancing fund. MSME entrepreneurs
and the returnees from abroad and
those trained by various agencies,
including the Department of Youth
Development, will be prioritised for
loans.

According to the guideline, a single
client shall borrow a maximum of Tk
50 lakh. At the client level, the interest
rate will be a maximum of 12 per
cent, of which the government will
subsidise 5 per cent, and the client

will repay the remaining 7 per cent.

Under the guideline, a new fund
of Tk 5,000 crore for three years is
being set up initially to provide loan
facilities to MSMEs. The government
will provide an interest subsidy to
clients for a year. Whether the subsidy
will continue in the subsequent
years will be decided during the next
budget.

The new policy has nothing
new but a customised policy of
microcredit organisations. The NGOs
of Bangladesh developed the system
from the long experiences of trial-and-
error methods.

As reported, the draft guideline will
give some controls over the loan by
FIs. Banks and financial institutions
will send financing applications to the
MRA after receiving those from MFIs.
The MRA will certify the applications
within three days and determine
MFIs" borrowing capacity. It seems
that the MRA will recover the loan
and FIs will have some control over
the programme. This may not work
efficiently without the liberty of MFIs
in extending the credit and recovering
the loans in line with their procedures.

MFIs extend many other services
such as  insurance  coverage,
compulsory savings, education loan
for children, adult education, medical
service training for the production of
goods and service, and marketing
services. The combine programmes
supplement the proper use of loans
and support the borrowers to repay. It
is not only microcredit. Borrowers are
members of MFIs, not only creditor.
Unfortunately, policy-makers do not
take note of the difference between
bank loans and microfinance.

The author is a legal economist. He can be
reached at mssiddiqui2035 @gmail.com.

Private investment falls amid pandemic
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the non-resident Bangladeshis
returning home from the Covid-hit
labour markets,” he added.

The prime minister's economic
adviser suggested that people should
be optimistic now as the government
has come up with various policy
support for the private sector.

He urged private sector entities to
utilise this policy regime.

Meanwhile, DCCI President
Rahman said the poverty rate rose 9
per cent to 29.5 per cent due to the
Covid-19 impact.

Aside from recommending that the
tax system should be automated, the
DCCI chief said that considering the
Covid-19 impact, the national budget
should be reviewed on a quarterly
basis so that allocations can be
reconsidered based on priority.

With a view to facilitating local
private sector investment, Rahman
suggested a reduction in corporate
tax, an increase in investment for
infrastructure  development, and
framing sector specific investment
roadmaps.

Atiur Rahman, a former governor of
Bangladesh Bank, said it is important
to help the micro, small, and medium

entrepreneurs (MSME) recover their
Covid-induced losses as these will fuel
economic growth in the future.

Bangladesh was able to manage
its economy relatively well amid
the ongoing crisis even though
other countries are still facing severe
complications.

“The economic uncertainty has
been resolved as growth is better than
many other countries in the world,”
he said.

“The supply of liquidity should
be sound and it should not go to
any unproductive sector instead of
financing the real economy,” Rahman
added.

According to the former central
bank governor, any issues in the
agriculture and MSME sectors should
be addressed properly so that these
sectors do not face discrimination.

Ahsan H Mansur, executive director
of the Policy Research Institute
(PRI), said the Covid-19 worsened
the country’s poverty levels, which
should be addressed first in the post-
pandemic era.

In this regard, financing support
should be ensured to the entrepreneurs
to help reduce poverty, he said.

Foreign direct investment in

Bangladesh declined over the last
few years while it increased in
neighbouring countries like India,
Pakistan and China.

Mansur went on to suggest that the
exchange rate should be adjusted in
accordance with the real exchange rate
instead of over-appreciating the taka.

Masrur Reaz, chairman of the
Policy Exchange, said that, to identify
the post-Covid challenges, public-
private dialogues may play a key role.

During the Covid-19 pandemic,
supportive measures for the agriculture
supply chain worked well.

Meanwhile, exports were slightly
subdued as the export market is going
through uncertainty but thanks to
vaccination drives across the world,
the situation will improve within six
months, Reaz added.

Abul Kasem Khan, chairman
of Business Initiative Leading
Development, said the economy is
in a recovery stage but there are some
challenges.

“In the taxation policy, we need to
be competitive with other countries.
Our Tax-GDP ratio is one of the lowest
in the region,” he said, adding that the
National Board of Revenue should go
after people who are not paying taxes.

Tk 212cr project to expand cashew, coffee cultivation
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Meanwhile, Bangladesh Steel Re-
Rolling Mills, a leading steel maker in
the country, will invest Tk 50 crore to
set up a cashew nut processing plant
at the Bangabandhu Sheikh Mujib
Shilpa Nagar, a move that will boost
the local economy and encourage
farmers.

With people becoming more
and more health conscious, cashew
nut cultivation has increased in
line with growing demand in local
markets.

Three hill districts -- Bandarban,
Rangamati, and Khagrachhari -- hold

the highest potential for cashew nut
cultivation in Bangladesh.

Most farmers in these areas are
already growing the plant on a limited
scale. However, growers in Bandarban
have begun commercial farming to
meet the increased demand.

According to the DAE office
in Bandarban, cashew nuts were
cultivated on around 1,797 hectares
of land last year while about 1,323
tonnes of cashews were produced in
Bandarban.

Now, the farmers of the district’s
Ruma and Thanchi wupazilas are
cultivating cashew nuts on a massive

scale as demand is growing and seems
more profitable than other fruit
cultivation.

Besides, cashew nuts are not
perishable and easy to carry to the
market. Currently, a total of 1,600
farmers in the district are involved in
cashew nut cultivation.

The DAE provides training on
proper cultivation methods for better
harvesting and quality output.

The Ecnec also approved a project
involving Tk 448.37 crore to help
people establish family gardens for
nutrition on unused land and home
estates.
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ESSENTIAL DRUGS COMPANY LIMITED
395-397, Tejgaon Industrial Area

Dhaka- 1208

Local Re-Press Tender Notice

Tender ref.: EDCL/PUR/PT/Air Shower/2021/25

Sealed tenders are hereby invited from The Genuine Importers/Suppliers for Supply & installation of Air
Shower for Microbiology section of Cephalosporin project, Bogura on urgent basis:

Dated: 16/02/2021

Name of Items

Earnest Money

Cost of Tender
Schedule

Last date of Closing
& opening

Air Shower

(Details as per technical specification):

Tk. 2.5% of
quoted amount

Tk. 1000.00/set
Non-refundable

Closing : 09/03/2021
At 12.00 noon
Opening : 09/03/2021
At 12,15 PM

Tender schedule will be sold from the Accounts Department of Essential Drugs Company Limited, Dhaka on
payment as stated above during office hours on all working days (except Friday, Saturday and Govt. Holidays).
No tender schedule will be sold on the opening date of the tender.

The tender will be accompanied by an amount of Earnest Money as mentioned above in the form of Bank
Draft/Pay Order from any Schedule Bank of Bangladesh in favour of "Essential Drugs Company Limited"
without which the tender will be considered as non-responsive.

Essential Drugs Company Limited authority reserves the right to accept or reject any or all the tenders
without assigning any reason whatsoever.

General Manager
Procurement Deptt.
For : Managing Director

Covid recovery trade buoys shares, ignites commodities

REUTERS, London

Stocks in Europe flirted with one-year
highs on Tuesday, buoyed by hopes
that rollout of the COVID-19 vaccine
and a huge U.S. stimulus package will
translate into a durable economic
recovery and draw a line under a year
of lockdowns.

Oil prices jumped to a 13-month

high as a deep freeze due to a severe
snow storm in the United States not
only boosted power demand but
also threatened oil production in
Texas.

Bitcoin was trading at $49,072.84
in Europe, after hitting a new record
high $60 shy of $50,000 earlier in the
day. The pan-European STOXX 600
was up 0.19%, after hitting its highest

on Monday since late February 2020.

“The big picture is that there
is an awful lot of enthusiasm for
recovery when it comes to the vaccine
programme,” said Michael Hewson,
Chief Market Analyst CMC Markets.

The prospects for economic
recovery lit up commodities, with
copper at $8,384.50, after hitting its
highest since May 2012.
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