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TL.oans for CNMNMS
sector should be
simplified

Says Bangladesh Bank

STAR BusiNgEss REPORT

Banks should approve loans for as many companies as
possible from the Tk 20,000 crore government stimulus
package as the latter will provide credit guarantees and
subsidies on interest payments, said a top Bangladesh Bank
official yesterday.

Banks traditionally issue loans almost exclusively for
existing clients to reduce default risks and are reluctant to
disburse funds without knowing a potential borrower’s track
record.

However, the government will now share the risk by
insuring up to 80 per cent of any loan taken from the stimulus
package by cottage, micro and small (CMS) enterprises under
the Credit Cuarantee Scheme (CCS).

Moreover, of the 9 per cent interest rate, the government
will bear 5 per cent.

Therefore, commercial banks should lend money to CMS
enterprises, which play a vital role in the economy, on flexible
conditions so that they can benefit from the stimulus package,
said Abu Farah Md Naser, executive director of Bangladesh
Bank. A Tk 60,000 crore fund will be rolled out in the Tk
20,000 crore packages over the next three years, Naser added.

I'le urged banks to make quick disbursements so that
the various industries affected by the ongoing coronavirus
pandemic can resume normal operations.

Naser also suggested that banks should even lend money
to unbanked entrepreneurs after verifying their business
turnover to maximise the number of borrowers.

For instance, Bangladesh Bank recently gave loans to
microfinance institutions (MFIs) for the first time as they have
over three crore individual borrowers.

The central bank has also been working with Bangladesh
Investment Development Authority to support startups,
Naser said during a virtual discussion styled “CMSMIE’s Access
to Finance and the Way forward”.

The event, featuring senior officials of various commercial
banks and businesspeople, was organised by the Dhaka
Chamber of Commerce and Industry (IDCCI).

Moderating the discussion, DCCI President Shams
Mahmud said cottage, micro, small and medium enterprises
(CMSMLEL) represent 13 million business entities and account
for about 35.49 per cent of employment.

However, many entrepreneurs are facing numerous
challenges when trying to secure loans from the stimulus
packages, he said, adding that non-banking channels could
be useful in disbursing the loans. Besides, the definition of
SMEs needs to be unified in all policies, Mahmud said.

Md Afzal Karim, deputy managing director of state-run
Bangladesh Krishi Bank, said they provided the loans to 945
people, which was 29 per cent of their disbursement target.

Many are being deprived for a lack of collateral, he added.

Only 28 per cent of the sector has access to finance
compared to 44 per cent of large-scale enterprises, said Akhil
Ranjan lTarafder, general manager of the Bangladesh Small
and Cottage Industries Corporation (BSCIC).

Documentation processes, a lack of collateral and banks’
unwillingness are some of the reasons for disbursement
delays. Moreover, the Tk 20,000 crore stimulus package is
insufficient for the entire CMSMEs sector.

“The BSCIC plans to establish 50 industrial estates on
20,000 hectares of land,” he added.

IDCCI Vice President NKA Mobin said the CMSMIEL sales
have slumped 35 per cent for the pandemic.

About 62.4 per cent of CMSMLEs are now unable to pay
workers” wages or tax and VAI. Most entrepreneurs find
fulfilling loan requirements challenging for which 59 per cent
of CMSMEs find the loan disbursement process complex.

Nazeem Sattar, general manager of SME Foundation, urged
framing a guideline for small-scale entrepreneurs, saying they
had a few going through the industries ministry for approval.

e also insisted on creating an alternative, flexible
financing model.

Ferdousi Begum, joint secretary to the industries ministry,
said banks’ willingness was needed to successfully disburse
the packages. More trading-based entrepreneurs should be
allowed access to the fund, said Syed Abdul Momen, head of
SME at BRAC Bank.

Sanjib Kumar Dey, head of SMIL at Mutual ITrust Bank,
said the package were yet to be fully explored. They aim to
disburse Tk 301 core from the fund, 40 per cent by August and
the rest by December.

Anwar Faruque lalukder, executive vice president (EVDP) of
Dutch Bangla Bank, said interruptions to demand and supply
were hampering the domestic market’s revival.

I lis organisation plans to disburse Tk 340 crore, on which
he suggested extending the repayment tenure from the
existing one year.

Sk Moyeen ULlddin, additional deputy managing director at
EXIM Bank, stressed bringing unbanked SME entrepreneurs
under official banking channels and on the need for financial
literacy among CMSMIs.

Syed M Omar Tayub, head of MSMLE at Prime Bank,
suggested more stimulus funds for the trading sector to avail
the maximum advantage.

Mohammad Emtiaz Ulddin, EVP of Premier Bank, said
such financial support needed to reach rural areas. “We got
approval to disburse 1k 120 crore,” he said.
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STIMULUS TO CMSME SECTOR
Simplification of documentation
sought for speedy dlsbursement

Staff Correspondent

COTTAGE, micro, small
and medium entrepreneurs,
bankers and experts on
Wednesday recommended
that the documentation pro-
cass should be simplified
for speedy disbursement of
stimulus to the CMSME sec-
tor to tackle the Covid-19
fallout.

Most CMSME entre-
preneurs are vet to get the
benefits of the announced
stimulus package due to the
axisting complex documen-
tation process and lengthy
procedures leading to slower
disbursement, they said at
a webinar organised by the
Dhaka Chamber of Com-
merce and Industry on
‘CMSME's Access to Finance
and the Way Forward' held
on the day.

They also said that the
capacities of the Bangladesh
Small and Cottage Indus-
tries Corporation, the SME
Foundation and Palli Karma
Sahayak Foundation might
be utilised to ensure that the
stimulus reached the rural
parts of the country.

DCCI president Shams
Mahmud said that the CMS-
ME sector represented 13

A file photo shows a representative showing products to visitors at a SME Fair in Dhaka. Cottage,
micro, small and medium entrepreneurs, bankers and experts on Wednesday recommended
that the documentation process should be simplified for speedy disbursement of stimulus to the

CMSME sector to tackle the Covid-19 fallout

million business entities con-
stituting about 35.5 per cent
of jobs in the country.

But many entrepreneurs
are facing challenges in
getting loans from the gov-
emment announced Tk
20,000-crore  stimulus due
to various procedural com-
plexities.

DCCI senior vice-presi-
dent NKA Mobin, in a pres-
entation, said that the CMS-
ME sector sales had come
down to 35 per cent due the
adverse impacts of Covid-19.

About 62.4 per cent of the
CMSMEs have become un-

able to pay salaries, taxes and
VAT now, he said.

Most of the entrepreneurs
are facing challenges in ful-
filling all the bank require-
ments while 59 per cent of
the CMSMEs find the loan
disbursement process com-
plex, the said.

Bangladesh Bank execu-
tive director Abu Farah Md
Naser said that the risks of
loan classification were very
low for the CMSMEs.

He said that the credit
guarantee scheme would
ease access to finance, espe-
cially for the CMSMEs.

— New Age photo

The Bangladesh Bank
will consider whether lend-
ing as working capital can
be treated as term loan, he
said, adding that other non-
banking institutions might
be included in disbursement
of the stimulus.

BSCIC general manager
Akhil Ranjan Tarafder said
that the documentation pro-
cess, collateral issues, lengthy
processing time and the banks’
unwillingness were some of
the reasons behind slow dis-
bursement of the stimulus.

SME Foundation general
manager Nazeem Sattar said

that the central bank should
allow institutions like the
SME Foundation, BSCIC and
PKSF to disburse loans to the
SMEs.

Bangladesh Krishi Bank
deputy managing director
Md Afzal Karim said that
many small entrepreneurs
were being deprived of get-
ting the required loans due to
collateral issues.

BRAC Bank SME head
Syed Abdul Momen urged
that more trading-based en-
trepreneurs should be al-
lowed access to the stimulus.

Dutch Bangla Bank Ltd ex-
ecutive vice-president Anwar
Faruque Talukder suggested
that the repayment tenure of
the stimulus should be raised
from the current one year.

DCCI vice-president Mo-
hammad Bashiruddin, EXIM
Bank additional deputy man-
aging director Sk Moyeen
Uddin, industries ministry
joint secretary Ferdousi Be-
gum, ONE Bank SME head
Kamrul Hasan, Mutual Trust
Bank SME head Sanjib Ku-
mar Dey, Prime Bank MSME
head Syed M Omar Tayub
and Premier Bank EVP Mo-
hammad Emtiaz Uddin,
among others, spoke at the
programme.
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Businesses seek easier

access to stimulus funds

STAFF CORRESPONDENT

Business leaders have blamed
complex documentation process
and lengthy procedures for the
slow pace in the release of the
stimulus funds announced by the
government to help businesses
cope with the impact of coron-
avirus crisis.

They also said most of the cot-
tage, micro, small and medium
(CMSME) entrepreneurs are yet to
get any fund from the stimulus
packages.

The business leaders made the
observations at a webinar titled
“CMSME'’s Access to Finance and
the Way forward”, organised by
Dhaka Chamber of Commerce and
Industry (DCCI) on Wednesday.

They also suggested using
Bangladesh Small and Cottage In-
dustries Corporation (BSCIC),
SME Foundation, Palli Karma Sa-
hayak Foundation (PKSF) and oth-
er relevant institutions to reach
the benefits of the bailout meas-
ures to businesses in rural areas.

Bangladesh Bank (BB) Execu-
tive Director Abu Farah Md. Nas-
er joined the webinar as the chief

guest.

DCCI President Shams Mah-
mud said the CMSME sector rep-
resents 13 million business enti-
ties and generates around 35.49
per cent of the total employment
in the country.

BB Executive Director Abu
Farah Md Naser said a credit
guaranty scheme will ease the ac-
cess to finance, especially for the
CMSMEs.

“Bangladesh Bank will see
whether lending as working capi-

= Only 28 percent CMSMEs have

access to finance

m  SME sector’s sales drop down to
35 percent amid corona crisis

m Alternative financing model sought

“Amid the coronavirus crisis,
many entrepreneurs are facing
challenges in getting loans from
the stimulus funds due to various
difficulties. Non-banking chan-
nels can be used for disbursing
loans to CMSMESs,” said the DCCI
president.

tal can be treated as term loan.
Bangladesh Bank eased capital re-
quirements for the startups so
that they can get loan easily,”
added Farah Md. Naser.
Describing the struggles in get-
ting loans, BSCIC General Manag-
er AKkhil Ranjan Tarafder said

only 28 per cent of CMSMESs have
access to finance.

“Proper documentation
process, collateral, lengthy
process and banks’ unwillingness
are some of the factors behind the
slow disbursement of stimulus
funds,” Akhil Ranjan noted,
adding that the SME sector needs
more money to bring more
CMSMEs under its umbrella.

SME Foundation General Man-
ager Nazeem Sattar urged to
frame a guideline and alternative
financing model for small entre-
preneurs.

Bangladesh Bank can also al-
low some institutions like SME
Foundation, BSCIC, PKSF to dis-
burse loans to SMEs, he opined.

DCCI Senior Vice-President
NKA Mobin made a PowerPoint
presentation on SME development
at the virtual event.

NKA Mobin informed that the
CMSME sector generates 25 per
cent of the country’s GDP and 35.5
per cent of total jobs.

He also recommended for
speedy disbursement of loan and
bringing unbaked entrepreneurs
under the banking channel.
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Easy process for stimulus disbursement
fo CMSMES underscored

Business Correspondent

Speakers at a webinar called
for simpler documentation
process for speedy disburse-
ment of stimulus to cottage,
micro, small and medium
entrepreneurs (CMSMEs).

They said most of cottage,
micro, small and medium
(CMSME) entrepreneurs are
yet to get the benefits of
announced stimulus pack-
age. They also said existing
complex documentation
process and lengthy proce-
dures are some of the reasons
behind this slow disburse-
ment.

Moreover, BSCIC, SME
Foundation, PKSF could be
utilized to reach the stimulus
to the rural part of the coun-
try. They came up these views
at the webinar arranged by
DCCI titled "CMSME's
Access to Finance and the
Way forward", said a press
release on Wednesday.

Abu Farah Md. Naser,
Executive ~ Director  of
Bangladesh Bank, joined the
webinar as chief guest.

DCCI President Shams
Mahmud in his welcome
remarks said the Cottage,
Micro, Small and Medium
Enterprises (CMSME) sector
represents 13 million busi-
ness entities in Bangladesh
which constitutes about
35.49 percent employment in
the country.

He said the prevailing
Covid 19-led crisis has affect-
ed the sector adversely and

for the revival of this sector
the government announced a
stimulus of Taka 20,000 crore.

But, he said many entre-
preneurs are facing chal-
lenges in getting loans from
the package due to various
difficulties.

The DCCI President also
said that the non-banking
channels can be useful for
disbursing loans to CMSMEs.
"Moreover, definition of
SMEs needs to be unified in
all policies", he added.

N K A Mobin, Senior Vice
President, DCCI, presented a

PowerPoint on SME
Development Department of
DCCI.

He recommended for
speedy disbursement of loan
and bringing unbanked
entrepreneurs in the banking
channel.

Mobin suggested that the
government may introduce
alternative source of financ-
ing besides banks with a
focus to lessen cost of doing
business.

He also urged to provide
more credit facilities to the
backward linkage industries
as well as proposed to formu-
late an action plan to bring
the rural CMSMEs into the
export oriented market.

Abu Farah Md. Naser,
Executive  Director  of
Bangladesh Bank, said that
Taka 20,000 crore stimulus is
for a 3- year term so that the
source of fund can run
smoothly.

"If the stimulus rolls out for

three years its effective
amount will be 60,000 Taka."
he said in terms of handling
small entrepreneurs' risks of
loan classification as very low.

BSS adds: Akhil Ranjan
Tarafder, General Manager of
BSCIC, said the non-financial
services should be given to
the sector to train them.

He also said that Taka
20,000 crore as stimulus is not
sufficient; the sector needs
more money to bring more
CMSMEs under this umbrel-
la. He informed that 50
industrial estates on 20 thou-
sand hectors land area will be
established by BSCIC.

Nazeem Sattar, General
Manager, SME Foundation
called for framing a guideline
for small entrepreneurs.

He said Bangladesh Bank
also allows some institutions
like SME Foundation, BSCIC,
PKSF to disburse loans to
SMEs.

Syed Abdul Momen, Head
of SME, BRAC Bank Ltd,
Sanjib Kumar Dey, Head of
SME from Mutual Trust Bank,
Anwar Faruque Talukder, EVP
Dutch Bangla Bank Ltd., Sk.
Moyeen Uddin, Additional
DMD, EXIM Bank, Md. Afzal
Karim, DMD, Bangladesh
Krishi Bank, Syed M Omar
Tayub, Head of MSME, Prime
Bank, Mohammad Emtiaz
Uddin, EVE Premier Bank
and Kamrul Hasan, Head of
SME, One Bank also spoke.

DCCI Vice President
Mohammad  Bashiruddin
gave the concluding remarks.
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