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The Daily Star (TDS): How do you
assess the current state of the MSME

sector in Bangladesh, and what
role do you think banks can play in
accelerating its growth?

Mohammad Ali (MA):  When
considering a country’s economic
development—whether from a
financial sector or macroeconomic
perspective—the SME sector must be
at the core of our focus. Development

Our first approach is to offer the most
competitive pricing—usually aiming to
stay at the lowest in the market. If someone
from a remote area wishes to engage in
export, our nationwide branch network is
fully equipped to support them. Whether it
involves import or export, we are now able
to provide the required assistance—and we
treat this as a top priority.

Additionally, to educate them—specifically
in financial literacy—we are regularly
organising various seminars. We are
working on creating awareness programmes
to teach them how to properly conduct
Due Diligence (DDC), how to carry out
audits, how to maintain accurate cash flow
statements, and how to manage proper
accounting records.
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is not merely about income generation;
if we truly aim to reduce inequality,
prioritising SMEs is essential, as
they sit at the heart of the economic
structure.

Bankers play a crucial role in
supporting entrepreneurs through
each stage of growth—from individual
to cottage, then micro, small, medium,
and ultimately into full-fledged
enterprises. In doing so, they actively
contribute to job creation and overall
wealth generation. Our banking sector
already has significant experience in
SME financing.

When examining classified loans
in Bangladesh, the real challenge
lies in large corporate loans, where
most defaults and irregularities are
concentrated. These loans are often
linked to fraudulent practices, political
pressure, and undue influence. By
contrast, the SME sector is largely free
from such issues. A banking industry
that focuses on SMEs is less vulnerable
to pressure groups and maintains a
healthier loan portfolio.

TDS: What are the major challenges
MSMEs face in accessing finance, and
how is your bank addressing these
issues?

MA: In the case of governance, there is
often a lack of sufficient knowledge in
this area. MSMEs mostly learn through

Tackling CMSME
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Managing Director & CEQ, Pubali Bank

The cottage, micro, small, and
medium enterprise (CMSME)
sector is one of the core drivers
of the economy in Bangladesh.
Contributing approximately
25% to the mnational GDP
and employing nearly a third
of the workforce, CMSMEs
drive innovation, foster rural
industrialisation, and support
millions of livelihoods.

Yet, despite their resilience
and potential, these enterprises
remain severely underfinanced
and underserved. A persistent
credit gap of nearly USD 2.8
billion stifles their growth, with
only around 36% of enterprises
having access to formal financing,
according to Sheikh Mohammad
Maroof, Managing Director and
CEO of Dhaka Bank.

A sector with promise, hindered
by old barriers

As Bangladesh aims for inclusive
and sustainable economic
development, transforming the
CMSME financing landscape
has become urgent, as many
challenges continue to hinder
the sector’s full potential.
“Despite potential, the sector
remains underutilised due
to informality, limited
access to finance, and
structural constraints,”
said M. Khurshed Alam,
Additional Managing
Director, NCC Bank.

Many enterprises,
especially those in
micro and cottage
industries operate
informally,
maintain  limited
documentation and
are unable to provide
traditional collateral,
making them ineligible
for most bank loans.

“Since SMEs lack

discouraged from providing them
with financing support in view of
the risks involved in unsecured
credit,” mentioned Tareq Refat
Ullah Khan, Managing Director
& CEO, BRAC Bank.

Ali Reza Iftekhar, Managing
Director and CEO of Eastern
Bank echoed similar concern,
“There are still gaps in capital
requirements and the loan
provisions of banks, thus
hindering the ability of the sector
to expand and invest.”

Additionally,  entrepreneurs
in this sector often lack the
financial literacy (o navigate
formal loan application
processes and manage financial
documentation. Relatively high
costs of borrowing also become a
barrier to seeking formal finance.

“MSMEs are often run by
people who understand their
business inside out but may
not have the financial literacy
to navigate complex banking
procedures,” commented Ahsan
Zaman Chowdhury, Managing
Director & CEO, Trust Bank.
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discourage
many from applying for credit.
The absence of verifiable credit
records also makes it difficult
for banks to assess risk, reducing
loan approvals.

Since many CMSMESs operate
outside the formal economy,
they lack proper bookkeeping or
structured business plans. They
also lack data and insights on
market demand, supply chain
dynamics, and competitive
positioning,  affecting  their
creditworthiness.

Moreover, traditional banking
products often do not match the
cash flow cycles or operational
realities of CMSMEs, and
conventional evaluation methods
often overlook alternative data
such as mobile money use or
supplier history, further limiting
loan accessibility. Remote areas
and certain sectors also remain
underserved due to limited
physical banking infrastructure
and customised solutions.

“Limited access to formal
credit  channels, inadequate
bookkeeping practices,

insufficient collateral, and a
lack of market intelligence are
major , challenges in the micro
“and cé[tage industry segments,”
hdded Alam from NCC Bank.

Building an entrepreneur-
friendly ecosystem

To combat the
persistent
challenges faced
by CMSMEs in
Bangladesh,
banking leaders
have proposed a
range of practical,
solutions  focused
on financing,
formalisation,
digitisation, and
capacity building.
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hands-on experience. But when it
comes to corporate governance,
maintaining  proper  accounting
practices, or scaling up the business,
they face additional challenges—Ilike
the need for security or collateral,
which becomes difficult for them.

Since their financial resilience is
generally low, if a natural disaster
occurs—like a flood or a storm—or
even if the entrepreneur falls seriously
ill, they can quickly fall into financial
crisis.

In the case of SMEs, our first
approach is (o offer the most
competitive pricing—usually aiming
to stay at the lowest in the market. If
someone from a remote area wishes
to engage in export, our nationwide
branch network is fully equipped to
support them. Whether it involves
import or export, we are now able to
provide the required assistance—and
we treat this as a top priority.

Additionally, to educate them—
specifically in financial literacy—we
are regularly organising various
seminars. We are working on creating
awareness programmes to teach
them how to properly conduct Due
Diligence (DDC), how to carry out
audits, how to maintain accurate cash
flow statements, and how to manage
proper accounting records. The aim is

to help them develop these practices
correctly within their own accounts
and day-to-day financial management.

TDS: Does your bank have any
dedicated products, financial literacy
programmes, or credit guarantee
schemes targeted at MSMESs?

MA: At Pubali Bank, everyone is now
working with the clustering method,
focusing on cluster-based initiatives.
Through this approach, financing can
be provided collectively for the entire
cluster, and they themselves can work
together to make it happen. We are
also trying to ensure that financing
decisions can be made in the shortest
possible time by reviewing their cash
flow statements. Additionally, we are
not imposing unnecessary charges.
We are working to introduce and
expand various such facilities to better
support the SMEs.

TDS: How has your bank leveraged
technology or digital banking
solutions to improve outreach and
services to MSMEs, particularly in
semi-urban and rural areas?

MA: In digital banking, we have our
PI Banking platform. It is available for
both our corporate clients and SMEs.
In most SME cases, we see that often
a single person approves transactions,
although in some cases, there may be
two people involved—one initiates the
transaction and the other approves it.
Since these are financial transactions,
we have incorporated all these features
into our mobile app, enabling SMEs to
carry out their operations seamlessly.
This means that from their office, they
can perform all their banking activities
such as batch transactions, BITN,

RTGS, NPSB—all types of transactions.
They can also view their account
statements directly through the app.

TDS: What steps is your institution
taking to support women-led MSMEs
and promote financial inclusion
among underrepresented segments?
MA: Women are truly one of our
greatest driving forces—making up
51 percent, which is very significant.
The important thing is that
women generally manage money
very efliciently. Most of our small
microcredit initiatives are already
centred around women, and it’s a
positive sign that women want to
become entrepreneurs. At Pubali Bank,
we are giving the highest priority to
women in the SME sector. Supporting
women entrepreneurs is one of our key
focus areas.

TDS: Looking ahead, what policy
reforms or collaborative efforts
between banks and the government
would you recommend (o ensure
sustainable development of
Bangladesh’s MSME ecosystem?

MA: The most important thing is
to provide support—this can be
sectoral support, related support, or
even targeted support specifically
for women. Right now, inflation is
very high. Previously, there were
special funds of Tk 10,000 crore to
Tk 20,000 crore for them. The first
priority should be lowering the cost of
financing, which banks alone cannot
do. If inflation decreases, I would
suggest that the Bangladesh Bank
or the government take initiatives to
create special funds for this purpose.

Th TEwrs Rl

Falls I

(bw oo

CMEME Business Diision

R SHE HUNIMERS SUTEIN T

RO MULOHAR FIRSNCE

WO MALSUIE ] FRADRIDDHI FIRAKDT

AL BUEIMERS | NAA BCHERE

EMHANCIMNG THE ROLE OF
MSMES AS DRIVERS OF SUSTAINABLE
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