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‘Light Engineering Goods’ as ‘Product of the Year’ for 2020:
Potential for National Development

Background

Prime Minister Sheikh Hasina inaugurated the 25th Dhaka International Trade Fair (DITF), announcing
the ‘Light Engineering goods’ as ‘Product of the Year’ for 2020.

‘As a part of export policy, we are declaring Light Engineering [goods] as the product of 2020 aimed at
encouraging the product based export while we are calling for more investment,” she said.

To achieve the Vision 2021, SDG and 2041 the development program of the 7th fifth year plan is being
designed having Tk.31.9 lac crore investment, out of which 77.3 percent of the investment will have to
come from private sector. Exports will have to increase to $ 54 billion. Foreign direct investment will
have to increase to $ 9.6 billion dollars. For this, the contribution of the industrial sector to national
production expected to be increased to 39.88 percent. In this context, the role of industrialization is
very important.

Light Engineering Sector (LES) is called the mother of all industrial sectors, because it provides back up
support to cement, paper, jute, textile, sugar, food processing, railway, shipping, garments capital
machineries by repairing and maintaining those. As Bangladesh is now seeing the emergence of a new
promising sector other than apparels which can further enhance the country’s export diversity, Light
Engineering goods is being declared the year of the product 2020.

Pictures of the light engineering sector of Bangladesh

e About 40,000 entrepreneurs and about 8,00,000 people are engaged in the light engineering
sector. (Research conducted by the Bangladesh University of Engineering and Technology)

e Annual turnover is S 1600 million where import substitute products are around S 200 million
(Study by IFC-SDF)

¢ Investment in light engineering sector in Bangladesh is about 14.8 billion US dollars. (Financial
Express August 29, 2015)

e Exports Growth Approximately 30% (EPB Website)

e Internal market of engineering products and services (own production + imported fifty
thousand crore taka). In this, the value of the imported instruments and equipment is Tk. 29
thousand crore. About 68 percent of the country's agricultural machinery is being imported.
(Source: The Financial Express, February 11, 2018)

¢ Light engineering sector prospects

Light engineering sector prospects

e The world market is about 7 trillion US Dollars.

¢ Export income from the sector has reached $ 510 million in 2011-16 and is expected to reach $
9 billion by 2021 and $ 15 billion by 2041. It shows that there is a good opportunity for exporting
LES products. (Presentation of New Economic Ideas of Dhaka Chamber of Commerce and
Industry: Bangladesh 2030 and above)

e There are no restrictions on duty and duty-free access to Bangladeshi light engineering
products in Europe and America markets.

e The government is providing 10% cash incentive on export of light engineering products and 25
percent subsidy on the purchase of agricultural machinery by the government.

Survey conducted by Tool & Technology Institute, BITAC regarding LES workshop around Dhaka having
at least one CNC machine

¢ No. of workshop =67
¢ No. of machines = 144
¢ No. of operator =176
¢ No. of foreigner =02

SN



Observations:

1.

2.

3.
Holistic

Shortage of Job

Shortage of skill designer, programmer and operator
Shortage of maintenance expert

efforts needed for LES development

e Technology improvement: 1.R&D

e Manpower training:

¢ Job procurement:

Fork lift

Technical support to LES:

. Introduce modern machinery

. Industry academia linkage

. Local expert connectivity

. NRB network

. Master trainer training

. Hi tech training

. Hi tech local training machine manufacture

RPWONRUOUDWN

. Part of foreign depended project work: Sugar mill

. Testing

. Common Facility

. Raw material and tool & cutter bank

. Customize tool manufacture for CNC entrepreneur

PWNEFRPWN

Policy support: diesel engine, motor cycle

Fund

Cluster facility

New entrepreneur development: Incubation Centre

Action to be taken
Short term:

LONOPRPWNE

10.
11.

Common facilities of hi tech machine
Testing facilities

Raw material and tool & cutter bank
Master trainer training

Hi tech training

Low cost Fund

Hi tech local training machine manufacture
Introduce modern machinery

Industry academia linkage

New entrepreneur development program

Midterm:

1.
2
3
4
5.
6.
7.
8
9.
1

0.

R&D

Capital machine manufacture: Example - CNC machine, Lift, diesel engine, Fork lift
Part of foreign depended project work: Example - Sugar mill

Foreign depended refurbishment, maintenance work: Example - GK project

Policy support: Example - Diesel engine, Motor cycle

Low cost Fund

Local expert connectivity

NRB network

Customize tool manufacture for CNC entrepreneur

Industrial plot

Long term:

PONE

Cluster facility

Incubation Centre

Raw material manufacture
Cutting tool manufacture

L

. Capital machine manufacture: CNC machine , Lift, diesel engine,

. Foreign depended refurbishment, maintenance work: GK project



Special Contributions of BITAC,
Looking Ahead-Tool & Technology Institute
A model for Holistic Approach for LES development

1.

Common facility for SME

Testing Facilities

High-tech CNC base manufacturing technology a comprehensive infrastructure including one
10(eight) storied building will be built as part of the project.

The building will house fully equipped Workshop, Laboratory Office, Classroom, Incubation
Centre, library room & dormitory. The facilities will be of
international standards

Different types of CNC machines having 5 axis

Heat Treatment and Surface Treatment Facility

Physical Vapor Deposition (Hi-tech surface coating facility)
Co-ordinate Measuring Machine (CMM)

3D lab with metal printing

7 axis Tool making machine for Customized tool

Alloy steel bank

CNC Cutting tool local manufacture

R & D Facility

Metal testing Spectrometer
Hardness tester

Ultrasonic coating thickness gauge
Metallurgical microscope

Metrology lab

Pneumatic workstation

Hydraulic workstation

Control and mechatronic workstation

Special Contribution in developing private sector - Entrepreneurs Dev

Incubation Facilities T o ayfe

Startup utilizing the common facilities of Modern
Machining

Heat treatment

Mechatronics

Physical vapor deposition (surface coating)

3D metal printing

Cutting tool making

Coordinate Measuring Machine

. Training

Furnished office space

Mentor support

Business and technical training

Investor arrangement

Product model making facilities at subsidized price
R & D facilities at subsidized price

Technical consultancy service

Bank/Venture Capital linkage

Marketing linkage

Business publicity facilities through u tube channel
Facilitation for business paper processing
Dormitory facility

Health club

Seminar, conference facility

Forward and Backward linkage by LES

Provide job order according to their capacity for part work of Tool & Technology Institute
innovated machine, equipment and spare parts

High tech common facility at subsidized price

Testing facility at subsidized price

Availability of trained manpower

N WN =

= ESTESSEEREE =T

Tood & Techaolagy Tusthinie, BITAC, Mimistry of Indwiries.
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U-tube, Facebook studio - Program covering the following main items:

Technology development

Talent hunt

Success story

Market information

Triangular linkage between institute, industry and university
Training information

Recent Remarkable Local Contribution

New Technology in Bangladesh

Reactor maintenance by plugging leak at reactor pipe line
Hydraulic lift for disable people design and manufacture
Cylinder block of hydraulic pump for high toxic
chemical of fertilizer factory. (Local cost 10 lac against
import price 6 crore)

1. Physical Vapor Deposition

2. 3D Metal Printing

3.7 axis Tool Grinder

4. Computer controlled Automatic Heat Treatment
5. Coordinate Measuring Machine (CMM)

CNC machine manufactured by Tool & Technology Institute, BITAC

MoU between Tool & Te ¢ hnology Institute, BITAC and BEIOA

Testing at reasonable price.

Common facilities of Heat Treatment, 3 and 5 axis CNC machine, Physical Vapor coating
machine (PVD), Coordinate Measuring Machine (CMM), Tool and Cutter making machine,
Metrology and others.

Collection booth at BEIOA office to do heat treatment, testing and other related job at
Institute premises

Training in traditional and advanced technologies including CAD, CAM, Mechatronics,
Hydraulics, Pneumatics etc.

Provide job order to BEIOA members according to their capacity for part work of Tool &
Technology Institute innovated machine, equipment and spare parts

Capacity assessment Data base for potential members of BEIOA to provide job

5S support for potential members of BEIOA for productivity improvement

Raw material bank

Cutting Tool bank

Provide digital e-learning material in Bangla

Mobile testing and training team to provide service at BEIOA members site.

Latest Heat Treatment Furnace

Dr. Syed Md. lhsanul Karim
Director, Head Quarter & Project Director, Tools and Technology Institute
Bangladesh Industrial Technical Assistance Center (BITAC)
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Participation of SME Women Entrepreneurs in Export Oriented
Business in Bangladesh —Problems and Prospects

Introduction

Bangladesh has a large population of nearly 165 million, among which 49.39% are women. According
to the International Labor Organization’s (ILO) flagship report titled “World Employment and Social
Outlook: Trends 2018,” female employment in Bangladesh has seen a 35% increase, reaching 18.1
million from 2008 to 2017, while male employment has seen an 11% increase, reaching 45.7 million.
Higher growth in female employment was fueled by the industrial sector, especially the apparel
industry and services sector. But the agriculture sector still employs the highest number of women,
employing 10.9 million workers. However, there is a huge gap between male-female employment ratio
and the lion’s share of working women are being employed in agriculture. Despite a steep 35% growth
in female employment in the last decade in the industrial sector, the number of women overall in the
job force remains low compared to their male counterparts in Bangladesh.

Women in Bangladesh have proven to have great potentiality in business. The emergence of women
entrepreneurs and their contribution to the national economy is quite visible in Bangladesh these
days. The number of women in income generating activities has grown over a period of time. They
have proved their efficiency in undertaking big enterprises and export oriented business also.

A brief Profile of Women Entrepreneurs

Women Entrepreneurship refers to ownership and leasing of businesses by women. According to the
definition given in the Industrial Policy 2016, a female is an entrepreneur if she is the owner or
proprietor of a privately-run business, organization or owns at least 51% share in a joint venture or
company listed with the Registrar of Joint Stock Companies and Firms . The Bangladesh Bank (BB) also
follows the same definition. At present 7.22 percent of 7.8 million Industrial enterprises in the country
including cottage industries are run by female entrepreneurs . According to the Economic Census of
2019, total number of enterprises are 7.8 million of which 7.2 million are male entrepreneurs and 0.56
million or7.21% is women entrepreneurs.

Women entrepreneurs in Bangladesh are involved in different kinds of businesses, such as
manufacturing, trading, service in software development, leather, pharmaceuticals, education,
consultancy and health sectors and others. Enterprises run by women are generating employment for
many others, including a large number of women. A significant number of Women Entrepreneurs
(WEs) are seen in the agriculture and textile sectors. They are now coming up in the non-traditional
sectors such as ICT, e-Commerce, Health care and other sectors. Number of women entrepreneurs in
both export and import has been on the rise. The number of female exporters and importers is
increasing since 2005 and continued till 2015 and in 2019 it increased tremendously (Ref. SME
Foundation) . This is because of a number of policies and programs favoring women entrepreneurs by
the Government and International Agencies.

Policies and Programs Encouraging and Supporting SME Women Entrepreneurs in Export Business

Ministry of Commerce plays a key role in facilitating internal and foreign trade, expansion of export trade,
increasing capacity and stabilizing the prices of essential commodities and thus working to further involve
women in trade expansion activities and reduce the disparity between males and females in commercial
activities .

The projects of Ministry of Commerce are “Promotion of Social and Environmental Standards in the
Industry-IIl (PSES-II) providing training of women working in the RMG sector, creating appropriate
work environment and health awareness ; e-Banijjo korbo , Nijer Babosha Gorbo”creating
entrepreneurship by providing training on e-Commerce; “Bangladesh Regional Connectivity Project-1
MOC Component , providing capacity building training to WEs regarding Internal and International
Trade and WTO; the project “Economic opportunities and Sexual and Reproductive Health and Rights
—A Pathway to Empowering Girls and Women in Bangladesh” providing comprehensive support to
operate business in the domestic and international markets. Another project “Agribusiness for Trade
Competitiveness (ATCP) gives priority to women entrepreneurs.
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Challenges faced by the SME Women Entrepreneurs in Export Business: Both women and men face problems
in exporting or importing goods, but women face more challenges than men in this respect. Here are some
major problems of export trade for women entrepreneurs in Bangladesh. A brief description of the problems
is given below.

i)

vi)

vii)

Restricted mobility and lack of confidence: Women are usually impeded to enter export market by
their lack of mobility and restrictions imposed by the family. They also lack confidence to enter
export market. They face social, financial and market access challenges, they tend to stay in the
informal sectors and there are insufficient capacity building trainings.

Limited access to information regarding women entrepreneurship development programs: Many
promising female entrepreneurs are unaware of the facilities, support and incentives regarding
export business provided by Government, non-Government and International Agencies. This is
why they cannot avail the available facilities and opportunities.

Cost and difficulties of procuring required documents: Women importers need more time, bear higher
intermediary costs, pay more undocumented charges to avail or renew different legal export-import
documents .

Inadequate knowledge on Export Marketing: Women cannot enter in export due to their
inadequate knowledge of marketing; non-availability of marketing information; inability to
estimate demand for export oriented products; limited storage facilities; inability to hold stocks of
the product due to a poor financial base; unfavorable payment procedures on the part of
intermediaries; inferior product quality; and inadequate support services; supplying their
products to other export business people (mostly men) on credit which blocks a good amount of
their capital, getting low return and usually facing harassment to get the payment which is
difficult and delayed.

Lack of technical knowhow: WEs are less competitive in the context of using digital mechanism of
obtaining licenses and certificates related to export and import. The use of fully online mode is
very low especially for women exporters. They lag behind in using digitalized mode of the process
. Educational background and lack of efficiency in English language are also barriers to enter in the
digital world.

Inadequate exportable goods: Bangladesh export trade mainly depends on some traditional
goods like jute and jute goods, leather, shrimps, garments fish, etc. Government and concerned
authorities are emphasizing on traditional items, but the scope and prospect of the same are
limited. They also face tremendous competition among themselves since they are concentrated in
a few sectors.

Shortage of capital: Export oriented business needs a huge capital. Commercial banks are
generally reluctant to extend loans for their fixed or working capital requirements. If a bank does
decide to do so, guarantees from fathers or husbands are demanded who are generally unwilling
to oblige. These attitudes restrict the access of independent female entrepreneurs to credit.

viii) Product quality and packaging: For export goods, entrepreneurs face severe competition. Here

ix)

not only price but also the quality of product gets prominence. Products of Bangladesh are
recognized being poor in quality and subject to adulteration. Moreover, to attract customers and
maintain quality the importance of packing cannot be over emphasized. In this regard, WEs are
reportedly far back than their competitors.

Procedures of exporting products: Red tape and unfriendly bureaucracy is a common problem in
Bangladesh in export trade. Exporters allege that the complex formalities, the demand of speed
money by some concerned offices and time-consuming procedure discourage them to go for
export business.

It has been found in the study “Survey on Cross Border Trade Challenges for WEs” that most of the
women entrepreneurs are not satisfied with the services provided by the different sections/offices
of customs. Desk Officials are found unavailable. They face problems in customs assessment,
custom examination, BSTI examination and PQW Examination.

Transport and ware housing problem: Transport system is not satisfactory and cost is high in
Bangladesh. Ware house facilities are also limited. As a result, exporters specially women
exporters, face problems both to transport and ware house goods.
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Recommendations and Proposed Interventions

i)

i)

Support services from the financial and legal institutions: Credit must include pre-investment and
post-investment counselling; technical assistance, monitoring and management; close
supervision during implementation; and sustaining support. Lending procedures must be
simplified, with minimum documentation formalities. Special provisions and financial incentives
should be made for female SME entrepreneurs in export oriented business, allowing them to get
credit up to higher limits on easier terms and conditions. As a result, they will be more interested
in trade and commerce.

WESs need simplified and time-bound L/C and Cash Incentive providing process from the Banks and
Financial Institutions. Seasonal financing should be accelerated and number of guarantor
requirement for WEs should be reduced .

Special Training for Export Business: Initiatives may be taken to enhance the professional
efficiency and managerial capability of women entrepreneurs through appropriate management
training. Training programs to start export oriented business can be organized for selected
promising female entrepreneurs.  Ongoing relevant Government Projects may be widely
circulated to the WEs to avail the opportunities for them and new projects may be taken to train
them on domestic and international trade.

Infrastructure and Marketing Support. To promote the sale of products of entrepreneurs, the
Government can motivate entrepreneurs to maintain product quality in the interest of continued
success in exporting products. Female entrepreneurs might be allowed to introduce their
products through mass media and fairs or exhibitions at a concessionary rate.

To make the businesswomen interested in participating in export fairs, 10 percent of the total
stalls in a fair, according to its category, may be kept reserved for women entrepreneurs and they
may be charged 25 percent less fees for the reserved stalls. Women quota for dealerships may be
reserved by the Trading Corporation of Bangladesh (TCB) on the basis of experience, efficiency and
qualification at all district headquarters of ‘A’ category districts and at least in the metropolitan
cities. Steps should be taken to make a women friendly environment at all levels of export-import
business. Supporting Behavior is needed from the concerned Officials in the help desk. New HS
code should be introduced to eliminate HS Code related problems and there is a need for
simplification of the process of acquiring Bond license Women Entrepreneurs’
Associations/Women Chambers must assist WEs to acquiring Chambers/Associations
membership certificates.

Bangladesh Embassy abroad and Export Promotion Bureau should provide facilities to exports and
help to capture world market. BBS should take initiative to prepare sex disaggregated data on WEs
and women in trading business.

Seminar/Workshop/ Dialogue on relevant issues. A mechanism should be developed to organize
dialogue, seminars and workshops by which female entrepreneurs will be able to discuss on
contemporary issues. Relevant literature should be distributed to them. Women Entrepreneurs’
Associations or Women Chambers should be involved in those initiatives.

Conclusion

Government has adopted some policies regarding women entrepreneurship development but due to
administrative complication all these policies may fail at the time of implementation. Rules and policy
formulation should support the women entrepreneurs so that they can develop themselves and can
perform accordingly. It will lead to the development of country’s sustainable economic growth as well
as make contribution towards the women entrepreneurs’ family. So both exporters and Government
should extensively work on it and the scope must be widened.

Nilufer Ahmed Karim

Gender and Management Specialist

President, Women Entrepreneurship Association (WEA) Bangladesh
National Consultant MoWCA and UN Women

Executive Director, faith Bangladesh

vq



Role of SMEs in Achieving Sustainable
Development Goals (SDGs)

Introduction

Small and Medium enterprises (SMEs) account for the majority of private sector businesses and economic
activities both in developed and developing countries. SMEs are well recognized for their contribution to
employment, income distribution, economic dynamism, innovation and in poverty alleviation. They are
regarded as the engine of economic growth as they stimulate entrepreneurial spirit, facilitate innovation,
diffuse skills and so forth. They eliminate the unemployment problems by using lower capital per
employment, minimize the investment risks, ensure equitable distributions of income and products and
maximize the use of locally available raw materials. SMEs foster economic cohesion by linking up with, and
supporting larger enterprises by serving niche markets and building systemic productive capacities. Further,
they foster social cohesion by limiting the development gaps. The Government of Bangladesh considers
SMEs as the driving sector in terms of contributions to economic development, creation of decent jobs,
social wellbeing including removing gender inequality as well as alleviating poverty. It has also priority in the
Industrial Policies, Five Year Plans and other government policy documents over the years. According to
Economic Census 2013, there are about 7.8 million SMEs (including the micro & cottage) that employ about
70-80% of the total industrial employment (24 million). The contribution of SMEs to GDP is 25% (industrial
contribution is 33%).

Small and Medium Enterprises (SMEs) are widely recognized for the important contributions they make in
achieving sustainable development goals (SDGs). (Kamal-Chaoui, 2017) asserted that SDGs could only be
achieved if the countries build strong SMEs. Discussing the importance of SMEs in innovation, employment
generation, gender equality, inclusive development etc. the researcher emphasized that policies are
needed to create a good business environment to make SMEs more productive. He raised concerns over
financing and participation of SMEs in global value chains, banking sector reforms and new approaches to
financing.

In Bangladesh the demographic dividend has created a proportionately large working age segment. There are
28 million youth between the ages of 14 and 25 and 26 million between the ages of 25 and 34 in Bangladesh
(Population and housing census 2011). This young population has vitality, dreams, aspirations, and potential.
SMEs can play a pivotal role for employing these youth segments and at the same time creating the platform
for them to become entrepreneurs.

The Growth of Small and Medium Enterprises: Opportunities and Challenges

Though SMEs have potential for economic development, particularly in developing countries, they face
challenges that limit their sustainability and contributions towards achieving SDGs. Some of the challenges
are as follows:

« Competitiveness, networking and connectivity;

Coherent policy and regulatory frameworks;

Access to Market, eradicating the lack of adequate market information, innovating standard and quality
products, product diversification, and market linkage avenues;

Access to Finance removing conservative mindset, and absence of risk reducing tools;

Access to sustainable domestic and modern technology;

Removing uneven competition with large enterprises;

Entrepreneurship development, especially women entrepreneurship development

Shrink widening urban-rural gaps (e.g. migration).

Sustainable Development Goals: Background and Realities for SME Development

The SDGs aim to provide a global framework for
cooperation to address the three dimensions of
sustainable development within an ethical framework
based on:

o Right to development for every country;

e Human rights and social inclusion;

e Convergence of living standards across countries, and
shared responsibilities

The three dimensions of SDGs are social, economic and
environmental dimensions.

3 Dimensions of the SDGs
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SDGs have come out as means to sustainably develop any nation’s socio-economic condition by improving
key areas of development. Reduction of poverty has been one of the goals of Millennium Development
Goals (MDGs) that transformed into SDGs to eradicate extreme poverty and hunger and appeared as the
first and second goals of SDGs. Poverty affects age groups differently, with the most devastating effects
experienced by children. It affects their education, health, nutrition, and security impacting on emotional
and spiritual development. Though achieving Goal 1 and 2 are hampered by lack of economic growth,
growing inequality, increasingly fragile statehood, and the impacts of climate change, Bangladesh is
appreciably working to progress. SDGs are no exception to the vision of the current Government of
Bangladesh (GoB). In fact our GoB is excelling SDG as a tool to improve the living standard by reducing
poverty, making equal opportunities for all, facilitating the youth and the energetic with employment and
empowering women. It is worth mentioning here that SMEs plays significant roles in empowering women.

According to the World Bank and the OECD, multiple reasons explain why Small and Medium Enterprises
(SMEs) development is crucial for achieving the SDGs:

1. SMEs play an important role in most national economies, particularly in developing countries. Formal
SMEs contribute up to 45% of total employment and up to 33% of Gross Domestic Product (GDP) in
emerging market economies.

2. SMEs are major creator of jobs. In emerging markets, 4 out of 5 new positions in the formal sectors
were created by MSMEs, which is about 90% of total employment. The World Bank reports that 600
million jobs will be needed in the next 15 years to absorb the growing global workforce, mainly in Asia
and sub-Saharan Africa.

3. SMEs are particularly important for poverty reduction, especially in rural areas and amongst women
and other socially disadvantaged groups. Because of their role and place in national economies, SMEs
are taking a lead to help meet most of the economic-centric SDGs, including promoting inclusive and
sustainable economic growth, increasingemployment opportunities and decent work especially for the
poor, advancing sustainable industrialization and innovation, and creating a positive push for a better
quality of life, values education and good health for all. In short, SMEs are crucial for implementing
‘Leaving No One Behind’ principle that is central to the 2030 Agenda.

As indicated elsewhere the SMEs have potential for wide reaching impacts on achieving SDGs. The following
SDGs are more relevant with SME development:

Goals Targets
Goal 1: End poverty in allits forms |1.1. By 2030, eradicate extreme poverty for all people everywhere, currently measured as people
everywhere living on less than $1.25 a day
SDG 2: End hunger, achieve food 2.3. By 2030 double the agricultural productivity and the incomes of small-scale food producers,
security and improved nutrition and particularly women, indige nous peoples, family farmers, pastoralists and fishers, including
promote sustainable agriculture through secure and equal access to land, other productive resources and inputs, knowledge,

financial services, markets and opportunities for value addition and non-farm employment

SDG 5: Achieve gender equality and 5.5, Ensure women’s full and effective participation and equal opportunities for leadership at all

empower all women and girls levels of decision-making in political, economic and public life

5(b). Enhance the use of enabling technology, in particular information and communications
technology, to promote the empowerment of women

SDG 8: Promote sustained, inclusive [8.1. Sustain per capita e conomic growth in accordance with national circumstances and, in particular,

and sustainable economic growth, at least 7 percent gross domestic product growth per annum in the least developed countries
full and productive employmentand [8.3.  Promote development-oriented policies that support productive activities, decent job creation,
decent work for all entrepreneurship, creativity and innovation and encourage the formalization and growth of

micro, small and medium sized enterprises, including through access to financial services

SDG 9: Build resilient infrastructure, |9.2.  Promote inclusive and sustainable industrialization and, by 2030, significantly raise industry’s

promote inclusive and sustainable share of employment and gross domestic product, in line with national circumstances, and
industrialization and foster double its share in least developed countries
innovation 9.3. Increase the access of small-scal e industrial and other enterprises, in particular in developing

countries, to financial services, including affordable credit, and their integration into value chains
and markets

Discussion agenda: Goal 5, 8 and 9

SDG-5: Achieve gender equality and empower all women and girls

SMEs could also assist in promoting gender equality and women’s empowerment by providing
entrepreneurship opportunities to women’s (Kamal-Chaoui, 2017). In Bangladesh, a huge number of
microenterprises are led by women. According to Economic census 2013, more than 6 lakh proprietary
enterprises are owned by female entrepreneurs. Women have become successful in their entrepreneurial
endeavours. Various training programmes have trained them in their skill development and have made
them at par with men in terms of employability. Goal-5 describes the gender equality and empowerment of
girls and women in all spheres of development in both developed and developing economies. SDG 5.1 and
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5b explain how economic and social inequality between women and men can be addressed sustainably.
SMEs already constitute the majority of the world economic activity in both developed and developing
nations. The role of SMEs in the achievement of the new set of global goals is significantly large as SMEs
provide employment to both high- and low-skilled people from various geographic areas besides addressing
societal needs through various market mechanisms.

Thus, the currently perceived gender inequality is the product of human ignorance i.e. lack of appropriate
religio-spiritual education. Religiously speaking, the stakeholders of women’s empowerment movement
are “clinically alive, yet, despite all appearances, spiritually dead (Shah,1987)".

SDG-8: Promote sustained, inclusive and sustainable economic growth, full and productive employment
and decent work for all

The goal 8is devised to “Promote sustained, inclusive and sustainable economic growth, full and productive
employment and decent work for all.” The major objectives of the goal (sustainable economic growth i.e. at
least 7% per annum GDP growth in the least-developed countries, full and productive employment, and
decent work for all) require contextual interpretation and judgment for achieving them in terms of social
and ecological sustainability development realities of Bangladesh.

The goal is to provide full and productive employment to all. Although the number of unemployed people
has reduced significantly over the years, people in many developing countries like Bangladesh are still
unemployed in large number. The role of the SME sector in employment generation in Bangladesh is
indisputable. It employs over 20 million people in nearly 7.8 million economic establishments (Economic
census, 2013), thereby providing employment and decent work opportunities to a large number of people.
The sector helps in increasing labour productivity and decreasing the unemployment rate. This, in turn,
helps reduce the quantum of migration of rural poor. Goal 8 assumes significance in the context of SMEs
having the potential to ‘promote sustainable growth and ensure decent work for all’. SDG 8 lays emphasis
on entrepreneurship, job creation, innovation and small and medium-sized enterprises (SMEs).

SDG 9: Build resilient infrastructure, promote inclusive and sustainable industrialization and foster
innovation.

The objectives of Sustainable Development Goal 9 are: i. Build resilient infrastructure; ii. promote inclusive
and sustainable industrialization; and iii. foster innovation. The objectives can be articulated in a word as
‘Foster innovation to build inclusive and resilient infrastructure for promoting sustainable industrialization’.
Achieving the above objectives are basic for infrastructural sustainable development in the topographically
and ecologically diverse Bangladesh. SMEs have large share in industrialization progress of Bangladesh and
have helped in raising the industries share in employment, export and Gross Domestic Product (GDP). The
rise in the number of manufacturing units is showing good signs for the economy in the current scenario.
Due to a lack of resources, SME entrepreneurs continue to find new ways of doing complicated things in
simple ways, which ultimately leads to low-cost innovations. This is why SMEs are considered as innovation
hubs. William Baumol asserts that new and small firms have been the major source of disruptive innovation
in last decade's because new and small firms work outside prevailing paradigms and without strong links to
current products and technologies( (Kamal-Chaoui, 2017). The SME entrepreneurs are helpful in making
good infrastructures in the area where they exist. As a part of social responsibility, they are also engaged in
making schools, roads, hospitals etc.

Goal 9 that undeniably requires the action of businesses including SMEs for its effective implementation.
The great economist William Baumol, firmly argues that SMEs have played a leading role in driving
innovations over the recent decades. This has been possible because, unlike large enterprises, small
businesses can operate beyond dominant paradigms and existing products and technologies. In order to
achieve SDG 9, Bangladesh government is required to give infrastructural priority to the development of the
countries waterways network first. Development of railway network should be the second priority. As
highway development is largely unsustainable in many respects, so it should be avoided as much as
possible. In the case of industrialization, localization of small-scale industrialization for meeting essential
consumption needs is the only sustainable way forward.

Opportunities of SME growth and decent job

Private sector development is recognized as a means to create high quality employment opportunities in
developing countries. SMEs in these countries demonstrate the following features :
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(i)
(ii)

(iii)

The presence of SMEs is typically concentrated in low skilled and labor intensive sectors such as
manufacturing and the service sector.

There is less cooperation and collaboration among SMEs, often due to the lack of trust and market
information. Many SMEs, particularly, micro enterprises, are family owned businesses with a strong
tendency to hire family members without careful consideration of the suitability of their skill sets. This
impact on operational efficiency, the quality and consistency in both products and processes and the
competitiveness of SMEs, which could turn jobs created by SME into being lower paid and more
insecure, compared to those provided by large enterprises.

Informality is another important feature of SMEs, particularly, in developing and LDC countries. A vast
majority of SMEs, especially the micro and small enterprises are informal business entities without
registration in these countries. Informal SMEs are important job providers.

Way Forward

The Government of Bangladesh has given utmost priority to achieve the targets of Sustainable
Development Goals (SDGs). Bangladesh has great success history in regard to the implementation of
Millennium Development Goals (MDGs). Good governance, human resource development, resource
mobilization, research and innovation, increasing manufacturing contribution are very much important for
achieving SDGs. Due to its labor intensive nature, small and medium enterprises could be the indispensable
player for achieving the SDGs in Bangladesh. The Government of Bangladesh considers SMEs as the
dynamic sector for employment creation, income generation, social progress and poverty alleviation.
Government has formulated the SME Policy-2019 for fostering the growth of SMEs in Bangladesh. However,
the following issues should be ensured for the effective development of SMEs in Bangladesh as well as
achieving sustainability:

Ensure conducive business environment and policy supports;

Patronizing industrial transition (technology adoption, diversification);
Establishment of SME focused TVET (Technical & Vocational Education Training);
Supporting digitization & innovation;

Establishing linkages, networking and regional connectivity;

Promoting financial inclusion (inclusive development);

Focusing & integrating development model (cluster approach);

e Basic infrastructure;

Encouraging entrepreneurship;
Bringing informal units into the formal sector;

Source: Information has been collected from various secondary sources (articles, internet etc.) and author’s
own research findings.

Dr.

Amzad Hossain

Curtin University, Perth, Australia
E-mail: A.Hossain@curtin.edu.au
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Digital Transformation for MSMEs

MSMEs: Engine of Economic Growth in Bangladesh

MSMEs bring a synergistic and significant role in the economic and social development of Bangladesh.
Reliable and adequate data restricts the quantification of micro, small, and medium enterprises (MSMEs)
contribution to the national economy. Popular estimates project the contribution of the MSME sector to
GDP to the tune of 25% of GDP. However, Bangladesh Economic Review, an annual publication of the
Ministry of Finance, shows the Industry sector GDP in FY 2018-19 to around 36% . MSMEs' contribution to
the economy ranges from industrial output, employment, and generation of export income. As per
Industrial Policy 2016, MSMEs have been segmented into two categories viz. Manufacturing Enterprise and
Service Enterprise . Bangladesh Bank recognizes another kind of enterprise as 'trading enterprise.' Trading
enterprises are those businesses that are engaged in selling imported goods, distributors, dealers, and
retailers of local or international manufacturing entities .

However, despite limited data, MSMEs are undoubtedly the engine of economic growth, wheels of
Bangladesh's economy, and significant contributor in the job creation. MSME sector plays a vital role in
providing large scale employment opportunities at lower capital costs compared to large scale industries. In
Bangladesh, MSMEs help in the industrialization of rural & backward areas, thereby reducing regional
imbalances, assuring a more equitable distribution of national income and wealth. Such enterprises also, in
many cases, serve as ancillary units/value chain partners to large scale industries and support the
socio-economic development of the country. However, the scale of such symbiotic relations would further
flourish in an unconnected value chain partner through digitization.

The majority of the cottage, micro, and small enterprises are informal or semi-formal. The average size of
these enterprises is minimal, at 2 employees in urban areas, and even lower in rural areas. These
enterprises are not integrated into the value chain of the industry they are operating in.

Table - 2: Size and Employment of Enterprises in Bangladesh, 2013

. Number of % of the | Number of persons Average
Enterprise Type enterprises total employed % of the total employment
Cottage and Micro 6,942,891 88.8 13,727,197 56.0 2.0
Small 859,318 11.0 6,600,685 26.9 7.7
Medium 7,106 0.1 706,112 2.9 99.4
Large 5,250 0.1 3,466,856 14.1 660.4
Total 7,818,565 100 24,500,850 100.0 3.1

Source: BBS, Economic Census 2013

Digital Economy and Industry 4.0

‘Digital economy’ refers to economic activities that use digitized information and knowledge, otherwise
called 'digital data' as crucial factors of production in an interconnected system. The Internet, cloud
computing, machine learning, Artificial Intelligence, Blockchain, big data, fintech, digital currencies, and
other digital technologies are utilized to collect, store, analyze, and share information digitally and
transform social and economic interactions. The digital economy creates benefits and efficiencies through
driving innovations and creating new types of jobs and fueling economic growth.

Our world is continually changing, and one of the fundamental drivers of such changes is digital
transformation. In essence, digital transformation refers to the use of technology and to perform what we
already do — but in a more efficient way. The global economy is undergoing a digital transformation as well
through the introduction of emerging technologies like bitcoin, fintechs, machine learning, artificial
intelligence, and digital currencies, and it's happening at breakneck speed.

There are lots of ways the digital economy can be defined. It's the economic activity that results from
billions of daily online connections among people, businesses, devices, and processes. The core of the
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digital economyis connectivity, which means the growing interconnectedness of people, organizations, and
systems through the Internet, mobile technology, and the Internet of things (loT). The digital economy is
taking shape, disrupting, and gradually changing the conventional notions about how businesses are
structured, how firms interact, and how consumers obtain services, information, and goods.

Humanity is at the doorstep of a technological revolution that will fundamentally change the way we
interact. The change is expected to be unique in its scale, scope, and complexity, which humanity has never
witnessed before.

So far, the world has witnessed 3 industrial revolutions. Industry 1.0 used water and steam power to
mechanize production—industry 2.0 leveraged electrical power to bring mass production technology.
Industry 3.0 utilized IT and electronics to automate production. And now a Fourth Industrial Revolution- the
digital revolution is on unfolding since the middle of the last century. It is characterized by the use of
technologies that is blurring the lines between the physical, digital, and biological spheres.

Bangladesh's Digital Economy Foundation

Bangladesh's economy relies overly on the RMG sector, and Bangladesh Figure 6: Digital Transformation Hub for MSMEs
needs to diversify its export, and digital entrepreneurship can offer the
best alternative for Bangladesh. Diversifying Bangladesh’s economy is
critical, and that would be to create a vibrant entrepreneurial ecosystem
that can harness the country's growing IT expertise to meet the rising
demand for digital products and services, both in Bangladesh and abroad.
Entrepreneurs can be powerful engines of economic growth. The digital
applications that emerge from an innovative ecosystem can boost the
economy by developing jobs and skills, and help Bangladesh address
critical social and environmental challenges—improving efficiency,
reducing waste, and enhancing healthcare, education, and other public
services while helping to serve difficult-to-reach segments of the
population.

The government of Bangladesh has entered the journey to this digital
transformation through the declaration of the 'Digital Bangladesh' campaign in 2008. Four broad outcomes of
'Digital Bangladesh' were identified.

Since then, over the decades' Government of Bangladesh has implemented the various focused
intervention in this four priority outcome domain, and Bangladesh has achieved laudable success in driving
the digital agenda in the society and businesses.

"Connecting citizens in ways most meaningful to them" is one of the main goals of Digital Bangladesh. As
with most emerging markets, internet connectivity in Bangladesh tends to be mobile-based. Mobile
connectivity can play a critical role in the development of an inclusive digital society, with access to mobile
services, devices and content helping to promote digital inclusion and to bridge the digital divide, which in
turn would contribute to achieving the goal of making Bangladesh a middle-income country by 2021 and
attain sustainable Development Goals.

The Government of Bangladesh, under its Digital Bangladesh campaign, has been proactively implementing
measures like framing strategies, regulation, policies, building capacities, and creating digital infrastructures
in embracing and leveraging digital platforms to transform and organize offline offerings, be it government
or businesses to digital to promote the SMEs. Under the Access to Information (a2i) Programme and
through ICT division, it has launched several breakthrough initiatives. Besides these, flagship initiatives such
as the National portal which offer a harmonized system of public websites that reduce the hassle, time, and
costs incurred by citizens in accessing and availing government information and services. Besides,
Innovation lab, Innovation Fund, Digital Financial Services Lab, skills for decent employment, the
establishment of Union Digital Centre, and Startup Bangladesh initiatives are also supporting citizens in
building capacity and digital access services.

Since 2009, Bangladesh has been transforming service provision, education, and alternative employment
creation for its vast youth population. With the promise to build a Digital Bangladesh by 2021, the current
government has already made transformative strides in the ICT sector. Digital Bangladesh has been
ensuring every citizen to get prompt public services. It has eliminated primary red tapes in most of the
public service procedures. In light of the progress, Digital Bangladesh has brought services to people's

Qo



doorsteps. With 5,275 digital centers on the country, 160 million mobile users, and millions of state-trained
ICT professionals, technological advancement has put Bangladesh on the world map. Digital Bangladesh,
Start-up Bangladeshi, Innovation Fund, Skill for decent employment, etc. are contributing to the growth of
MSMEs and the e-commerce industry.

The government has taken voluminous programs to build digital infrastructure, capacity building, and
engaging with the private sector towards achieving the digital economy moving forward. Bangladesh has
made notable progress in the areas of startup ecosystem development, supporting ICT and ITES industry.
Some of the critical indicators towards the march to digital Bangladesh is givenin the following table-3.

Table-3: Digital development indicators

.. . Unique Mobile Active Social
Digital Total Population Pl?one User Internet User Media user
7.75 5.19 4.54 3.80
World Billion Billion Billion Billion
Urbanization Penetration Penetration Penetration
55% 67% 59% 49%
163.9 163 66.44 36
Bangladesh Million Million Million Million
Urbanization Penetration Penetration Penetration
37% 99% 41% 22%

By now, both public sector support and proactive role of digital entrepreneurs and private corporations,
investors, and VCs Bangladesh have built a strong digital foundation. A report by BanglalLink titled "Digital
Entrepreneurial Ecosystem in Bangladesh" summarized the foundation in the following factors:

An ample supply of low cost IT professional

A growing base of digital Startups

An expanding consumer market

A fragmented yet promising market

An improving regulatory and legal environment

A growing young urban population with preference and demands for digital

A growing network of corporations, academia, incubators, accelerators, and networks
Industry academia collaborations

Digital Transformation

‘Salesforce,” the leading CRM solutions companies define ‘Digital transformation’ as the process of using
digital technologies to create new — or modify existing — business processes, culture, and customer
experiences to meet changing business and market requirements. This reimagining of business of serving
your clients in the digital age is digital transformation. It transcends traditional roles like sales, marketing,
and customer service. Instead, the digital transformation begins and ends with how you think about, and
engage with, customers.

Digitization, Digitalization, and Digital Transformation are often misunderstood. Scanning means to move
away from analog to digital. Digitization is creating digital (bits and bytes) versions of analog/physical things
such as paper documents, microfilm images, photographs, sounds, and more. So, it means capturing and/or
presenting non-digital information in digital format, which later is used by a computing system for various
reasons, including business decision making.

Digitalization, on the other hand, refers to enabling, improving and/or transforming business operations
and/or business functions and/or business models/processes and/or activities, by leveraging digital
technologies and a broader use and context of digitized data, turned into intelligence and actionable
knowledge with a specific benefitin mind.

Any change requires considerable efforts both in terms of financial and managerial. So enterprises wishing
to jump into the bandwagon of digital transformation, it is vital for everyone to know the requirements.
Digital transformation is a broad topic, and it covers several different types of initiatives. But, it boils down
to changing how a business interacts with customers using technology; and also using technology to
improve internal processes, by making them more efficient significantly. Digital transformation in business
has two necessary parts: there is the customer-facing part to it, and then thereis a subjective aspect toit.
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The digital transformation brings enhanced value to every customer interaction. Digital transformation changes
the mode of business operations, in some cases, creating entirely new classes of product offerings. In the digital
transformation journey, companies take a step back and revisit the entire business process they follow, from
internal systems to customer interactions both online and in person. They're asking big questions like, "Can we
change our processes in a way that will enable better decision-making, game-changing efficiencies, or better
customer experience with more personalization?"

Figure-1: Digitization, Digitalization, and Digital Transformation

Digitalization

Need for Digital Transformation

Bangladesh, the southeast Asian growth puzzle, is marching Figure-2: Consumer spending trend in Bangladesh
ahead with a market of 164 million+ people in a small land
roughly one-quarter the size of Thailand, which is the 5th most

dense and the 8th largest country in terms of population. A :
growing consumer base with annual consumer spending is :
around USD 192 billion+ in 2019 . Bangladesh has been able to - - . I .

attract the spotlight on her in this part of South Asia, with the ' ° J
rising consumers' affluence and steady economic growth.

In a study report, Light castle partners reported that the young Bangladeshi consumers are technologically
adaptable, and exhibits high engagement through the mobile Internet. As an emerging economy, Bangladesh
has embraced technology at a rapid pace. The penetration of the telecom sector, mobile commerce, and the
advent of web-based applications designed by businesses and supported by the tech-friendly government
validate the growth story that is going to unfold in the digital economy space of Bangladesh.

Bangladesh's telecom penetration has been impressive and is growing with increasing per capita income.
With increasing internet connectivity, the availability of cheaper smartphones, rapid rise in use of social
networking by the young and people and entrepreneurs (10 million + Facebook users), and e-commerce
firms in Bangladesh, the consumers are getting more and more digitally attuned, which eventually ends up
having a profound impact on their consumption pattern and preferences.

In a study conducted by BCG in 2015 identified Bangladesh as one of the fastest-growing markets where
Middle-class and Affluent Consumers (MAC) remains small compared with those of other big emerging
markets in Asia, the study estimated that for the next decade, 2 million Bangladeshi would enter the $5000
annual income each year. Enhanced household income would mean more buying power, and demand for
luxury. Around 50% of Bangladeshi still live at the bottom of the pyramid bracket, economists predict that
30 to 40 million enter the middle class by 2025(Ref). The Boston Consulting Group's (BCG) Center for
Customer Insight surveyed around 2,000 households across the country. They asked consumers about their
sense of financial well-being, their purchasing habits, and their consumption priorities. They also analyzed
changes in Bangladeshi household consumption of specific goods and services relative to rising incomes.
BCG survey outlined several insights about the changing consumers of Bangladesh. We are listing two which
are relevant for digital transformation:

e Consumers in Bangladesh are increasing in size, and also this increase is geographically dispersing in
other major cities. The projection indicates that by 2025 consumers will spread over 63 regional towns.
Current Middle and Affluent Consumers (MAC) in Bangladesh is only 7%, and the study predicts that it
will increase to 17 percent of the population by 2025.

e Consumers increasingly use the mobile Internet—41 percent of overall, and 68 percent of MAC
consumers surveyed use a smartphone. Currently, more than 90% of transactions are made in cash, but
the popularity of smartphones suggeststhat more consumers will be leaping mobile payment, creating
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an opportunity for reaching households through wireless mobile services.

Visa, the global leader in digital payments technology, today, announced an independent study, conducted
in collaboration with YouGov, examining the consumer sentiment around digital payments in Bangladesh.
The study observed high inclination amongst consumers (65%) in favor of digital payments, which indicate
awareness and adoption of digital payments.

From the studies and trends, it is evident that the country is moving towards the digital revolution and the
MSMEs also need to catch the train.

Digital Transformation in MSMEs in Bangladesh

Bangladesh has made notable progress in its digital journey. However, although we heard of a lot of digital
newcomers in the startup community, they are only native to two significant cities Dhaka and Chattragram.
Among the service sector enterprises, basic level digitization and in some of the firms' digitalization has also
happened. Very few examples of digital transformation examples can also be seen in the Bangladesh MSME
market. However, the trend is very rare in the case of manufacturing MSEs. Number of Fintechs and digital
disruptors are active in the Bangladesh market with their solutions for the last mile MSEs to ride on their
solutions; however, lack of knowledge, promotion, and support systems are some of the puzzles yet to be
solved. The digital transformation of businesses calls for informed and committed steps towards a new
journey. Although the results are believed to be transformational if strategic execution is possible; however,
for MSEs, such transformation needs handholding, knowledge partnership, financial and technical support
system. The following Figure- and — shows what it means by digitally transformed businesses.

Figure- 3: Digital Transformation Figure-4: Digital Transformation Trajectory
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From Figure- and Figure- we can see that digital financial services and particularly digital payment options
are one of many priorities businesses need to achieve to transform the business for the modern days.
Digital Financial Services has many fold implications for MSMEs. If integrated to the transformation journey,
it will seamlessly integrate financial services (payments, savings, investment, credit, insurance and
remittances, and other ancillary financial services) into the business and will generate digital informationon
financial flows in and out of the business which might become treasure Trobe over the time in leveraging
the digital data for accessing formal financial services from the financial market and alternative sources.

Digital Financial Services (DFS)

Digital Financial Services (DFS) is the other critical areas for digital economy development in any country.
AFI Defines Digital Financial Services (DFS) as “The broad range of financial services accessed and delivered
through 'digital channels,' including payments, credit, savings, remittances, and insurance. The digital
financial services (DFS) concept includes mobile financial services (MFS). In this context, the term' digital
channels' refers to the Internet, mobile phones (both smartphones and digital feature phones), ATMs, POS
terminals, NFC-enabled devices, chips, electronically enabled cards, biometric devices, tablets, phablets,
and any other digital system. DFS models usually employ agents and the networks of other third-party
intermediaries to improve accessibility and lower the overall service delivery cost”.

DFS Landscape of Bangladesh

As per the definition, internet banking, mobile banking, agent banking, branchless banking in Bangladesh
are all under the common name of DFS. Over the years, Bangladesh has achieved notable progress in the
overall DFS growth, while mobile money growth is phenomenal. Bangladesh has one of the most significant
mobile money and the fastest-growing agent banking network. Financial inclusion in Bangladesh is also
progressing, leveraging the mobile financial services and agent banking channels.
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DFS Infrastructure

Bangladesh Bank has spearheaded the development of a Figure-5: DFS Ecosystem of Bangladesh
robust infrastructure for running the DFSW ecosystem by
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Identity system of Bangladesh has enabled a secured,
authentic identity verification system. Financial Services providers are now leveraging this in onboarding
customers with much fewer efforts than earlier.

Introduction of MFS, agent banking, and technology-based banking services, and the robust soft and
hard infrastructure for digital financial services sector has enabled the financial sector to serve the last
mile clients.

DFS Integration and benefits to MSMEs

Digital Financial Services integration can be the first step towards the digital journey of MSMEs in
Bangladesh. It has two-fold impact one for the MSMEs and the other for the digital payment system as a
whole. Digital payment options integrated into all transactions offer two benefits

(i) itincreases customers and hence revenue, and

(i) on the other hand, it creates authentic business records or otherwise ‘data,” which is now days called
the new oil. This ‘data’ can offer the enterprise with credibility for easy access to financial services like
credit, investment, and linkages to bigger businesses.

However, Digital Financial Services alone may not offer the full benefit of the data revolution in the digital
age. To fully reap the data benefit, MSMEs need to either build their solutions or ride on existing platforms
solutions, which will offer them immense opportunities to develop a new business model and reach more
comprehensive customer networks and serve them better.

Digital Transformation-Impacts for MSMEs

The digital transformation of business is the phenomena centered on technological development and the
associated change in customer preferences and choices. Tech-savvy consumers are growingly taking center
stage, and they will dictate future strategy for long term survival and growth of businesses. Digital
technology-based processes will drive the future strategy and growth of enterprise and growth, enabling it
to extract more insightful information for informed decision making. This may even force some businesses
to revamp their business models also to change their path altogether. Digitally empowered MSMEs will be
able to increase revenue, lower risks, decrease cost, and diversify consumer segments over a short period.

More revenue

Physical only operational mode limits an enterprise's market outreach. An online operation can provide
significant opportunities for SMEs to grow and increase their income. Client engagement via a company
website or shifting to an e-commerce platform or leveraging social media sites like Facebook, WhatsApp, and
Instagram can increase sales by allowing SMEs to access new customersin local and overseas markets. It also
will enable flexibility of time, geographical location, and delivery to conduct business. A study by Snapdeal in
India titled "Impact of e-commerce on SMEs in India," states that an enterprise can potentially improve its
revenues by about 51%, thus, today, the growth of SMEs is driven by ecommerce. The study also states that
46% of the SMEs have witnessed significant growth by adopting an online sales channel. Diversified customers
also help divide business risk across different locations. The fast-paced growth of the e-commerce and
Facebook commerce industry is offering unmatched opportunities for the SME community.
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Accessibility to broader customer base

Digital engagements offer MSMEs to explore new market segments, locations, and even other markets
overseas, enabling them to compete with the bigger competitors in the industry. Digital marketing via social
media like Facebook, WhatsApp, and YouTube and platform economy via e-commerce platforms are bringing
cost-effective solutions for the companies in large cities and rural areas alike to connect and trade with
customers around the world. E-commerce platforms outspread geographical boundaries, engage in improving
customer experience, and provide support for better supply chain solutions. This allows companies to sell 24X7
and increase their customer base rapidly with a limited or negligible increase in operational cost.

Operational efficiencies

Digitization and digitalization allow MSMEs to decrease overall expenditure by streamlining operational and
marketing costs. The study by Snapdeal found that MSMEs can optimize marketing spending by 60% to 80%
of the total cost.

Improved customer engagement

Issues like Data Analytics and Business Intelligence have brought opportunities for the MSMEs to make
better decisions by bringing deeper insights into the customers. Use of customer intelligence and insights
to predict their needs, design new products that meet their requirements, and delivering the right products
at the right time and a cost-effective price has equipped MSMEs to create new value offerings with
next-generation customer engagement capabilities.

Higher employee satisfaction

The digitally transformed business model brings further benefits for employees of Micro small and medium-sized
businesses. Companies that have relatively high levels of digital technology-use are more likely to have higher
levels of employee engagement and job satisfaction compared to businesses that only have offline operations.

More Innovative

Technology can provide significant innovation opportunities for MSMEs. Innovation is the process of
developing and implementing new or improved products, services, procedures, business models, or
organizational practices. MSMEs who can seize the opportunity to innovate is likely to thrive, grow, and
prosper in the digital era.

More employment

MSMEs are significant sources of Non-farm jobs in Bangladesh. MSMEs can be an essential driver of overall
job growth, particularly at the local level through expanding businesses, and Bangladeshi MSMEs,
therefore, play a vital role in grassroots economic development within the country.

According to a report by Google conducted in India: "Connected Small Business: Unlocking India's Digital
Potential," SMEs moving from being offline to an advanced digital engagement program could generate
revenue growth of up to 27%. Around two-third of Indian SMEs that are not digitally engaged are facing a
revenue decline of around 8%. Table —3 show how digital transformation supports businesses

Table-3: Impacts of Digital Transformation

Cost Savings | Productivity | Impact on Business
Technological Transformation (Digitization) High Medium Low
Process Transformation (Digitalization) Medium Medium medium
Digital Transformation (Business Transformation) Low High High

Challenges in implementing Digital Transformation

The latest technology can help enterprises reduce cost & time taken to innovate and offer sophisticated
products and services. This allows SMEs to differentiate from peers, optimize costs, and compete on a
global level with other corporate giants. However, SMEs in Bangladesh face multiple struggles on account
of accessing and using the latest technological advancements. While knowledge and funds continue to
hamper the implementation of technology, the absence of a technology-enabled ecosystem technology
transfer and interaction with experts is a critical reason for limited adoption.
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Lack of awareness about digital transformation

A large number of MSMEs are still unaware of the benefits offered by tech-enabled services like e-com-
merce and social networking platforms ERP, API, and other emergingissues like Al, Machine learning, cloud
computing, Fintechs other technology that enable them to ride on the digital transformation wave.

Weak infrastructure and lack of funds

Lack of capital and collaterals are major deterrents and may force owners to look for funding from informal
sources at higher interest rates. Moreover organized support system for technology selection, capacity
building, and financial support is absent.

Inefficient regulatory framework

Underdeveloped digital economy infrastructure raises the fear of data security. Data security is defined as
the protection of data from unauthorized access, i.e., modification, destruction, or disclosure to others
without permission. The most significant security issues arise from malware and cyber-attacks.

Lack of knowledge of inherent technological capabilities

MSMEs development is constrained by insufficient managerial skills and access to specialized talent.
Employees lacking digital expertise or who are not familiar with digital technology are often opposed to
technology-enhanced subjective decision-making. Providing training can help many small-sized enterprises
to digitalize their businesses effectively. To support these enterprises, Small Medium Enterprises Founda-
tion can play a pivotal role.

Governance challenges

All businesses aim to be more efficient & responsive by having better control over finances, access to
accurate data, and acquiring new customers. These changes come through robust govemance, better
communication, efficient coordination, and a comprehensive vision of the organization.

For micro and small enterprises, the sheer size of these enterprises is not suitable for aggressive digital
transformation. Such enterprises need to be brought into digital transformation through the platform econ-
omy model, where tech-enabled platform companies will invest in building solutions where the MSEs can
ride for their digital transformation journey.

MSME Digital Transformation Framework.

MSME sector consists of diversified firms in terms of business process, sizes, and nature of the business,
and as such digital transformation of different kinds of enterprise would also be different. National level
coordinated efforts are critical for driving such initiative. Singapore has a specific agency for driving the
digital transformation of MSMEs. In Malaysia, SME Corporation has particular programs. In Bangladesh, the
SME Foundation, as a national SME promotion agency, should lead this initiative by taking specific
interventions. For successfully driving digital transformation and integrating digital financial services with
the MSME businesses, it is critical to building a network of public and private sector stakeholders and
development assistance communities to mobilize technical, technological, and economic resources with a
wealth of support from different sources. A master plan is also required to chalk out strategies and
engagement mapping with stakeholders. A schema for the proposed “Digital Transformation Hub for
MSMEs” could be one in Figure-6. The government of Bangladesh can declare a “Digital MSME” campaign.

mendations:

Bangladesh has built a robust digital economy foundation, and it needs to leverage this to achieve the full
potential of the digital economy through the integration of its MSMEs with not only the local consumers but
also to the broader world consumers. Given this context, there are many different steps that Bangladesh's
digital ecosystem players and various stakeholders of the MSME sector can take to support the digital
transformation of MSMEs and new entrepreneurial activities.

(1) MSMEs: Existing MSMEs can evaluate their current business model to identify opportunities for
digitization and integration with the digital economy. They should reach out to organizations like SME
Foundation, Bangladesh Bank SME & Special Programmes Department, BSCIC similar to other
institutions for technical advice. They should think of gradual transformation from legacy systems to
the new normal digital system. Entrepreneurs who want to start new ventures should, from the very
beginning, evaluate the options for a digital startup.
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(2)

(7)

(10)

MSME Association: Associations of various sectors should also establish 'Digital Business development
Services' helpdesk for their members and connect with multiple networks that can offer support to
MSMEs in this regard. They should also do advocacy at policymakers and regulators level to bring
favorable policy and regulatory interventions for supporting the digital transformation of MSMEs.

Fintech/IT Enabled Services provider Association/network: Associations/networks of Fintech/ IT-enabled
services providers should come forward with information on how they can offer secured, affordable, and
easily understandable digital transformation services to micro and small businesses. Associations/network
should encourage their member to come forward with platforms that can scale up to onboard millions of
micro and small enterprises to transform their business and integrate into the digital economy.

SME Foundation: SME Foundation has been established to be the center of excellence for MSME
development in the country. SME Foundation has already taken the number of breakthrough
initiatives for MSME development. SME Foundation should establish a Digital Transformation Hub for
MSMEs in Bangladesh to steer the digital transformation of MSMEs. Such a hub can pull both public
and private sector resources (technical, financial, network, and managerial) to coordinate a
countrywide campaign for digital integration of MSMEs in the digital economy.

Bangladesh small and cottage Industries Corporation (BSCIC): BSCIC has countrywide presence, and
BSCIC can utilize their Industrial Park and other networks to spread the idea for digital transformation
among the MSMEs.

Bangladesh Bank: Bangladesh Bank have a dedicated department that looks after the MSME
development, including entrepreneurship development in the country and other departments of
Bangladesh, including Payment Systems, Department, Financial Inclusion Department, and
Agricultural Credit Department works for various segments of the MSME enterprises. Bangladesh
Bank, through its different initiative, can promote digital transformation among MSMEs. Bangladesh
Bank can design specific funds for digital transformation at the subsidized interest rate and can
dedicate a particular portion of the current refinances windows for digital transfordmation lending.
Bangladesh Bank should promote digital onboarding and should come up with simplified business
accounts where trade licenses requirements for micro-enterprises can be waved for specific years.

Access to Information Programme: a2i has taken lots of initiative for making government services
available at the doorstep of citizens. Capacity development, Skill improvement, innovation incentives,
and promoting digital financial services are some other areas a2i has made asignificant contribution. A2|
can take the initiative to support the countrywide campaign for the digital transformation of MSMEs in
partnership with development partners, ITES industry, FSPs, ICT division, and SME Foundation.

Ministry of Finance: Ministry of Finance should come up with fiscal support for digital; transformation
of MSMEs by way of tax incentives for digital transformation investment. Ministry of Finance can also
support innovation fund for innovators where solutions will be able to onboard millions of MSMEs
into digital platforms for their digital transformation.

Ministry of Industries: Ministry of Industries is the focal point for MSME development in the public
sector. Ministry should come up with a digital transformation policy MSMEs where it can offer
guidelines to all concerned entities for a concerted effort.

ICT Division: ICT division is doing a great job in creating a strong foundation for the digital economy to
take a firm launch in Bangladesh. Without a digital transformation of the millions of MSMEs in the
country, the dream for a 'digital Bangladesh' might not be possible to realize fully. ICT division should
take up steps to support SME Foundation in establishing a Digital Transformation Hub for MSMEs
through technical, financial, and network support.

Md. Ashraful Alam

Country Project Coordinator

Shaping Inclusive Finance Transformation (SHIFT)
United Nations Capital Development Fund
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Agrani Bank Limited

Committed to senving the nation

website : www.agranibank.org
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12, Ray Esshor Chandra Shill Bahadur Street, Nolgola Mitford Road,
Dhaka-1100, Bangladesh. Telephone: +88-02-57311844

Moblle: +88-01705476003, Corporate No: +88-01705476008
Web: www.bpplasticbd.com, Email: bpplastlcbd@gmall com
E3 /bpplasticbd, Android App Available on: AT
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THE GOIDeN FIBER
_Pride of Bangéadegi

Product List :

Jute Floor Mat

Jute Runner

Jute Table Mat

Different Type Jute Basket

Different Type Jute and sea Grass Basket

Sea Grass Basket

Date leaf Basket Jermatz Limited

Gift Item Head Office

Gift Bag Padda Life Tower

Gift Folder 13th floor

Corporate Eag !TE- i'f.e_zzi Ha%rul Islam Avenue
Bangla Motor

Corporate Folder Dhaka

Wine Bag

Beach Tote Bag

Palm Leaf Basket

Different Type and Color Floor Mat

website: wwwj atz.com



Wishing a grand success of
8th National SME Product Fair 2020

M.N.G METAL INDUSTRIES

Factory: Bangra.kalihati.Tangail

Dhaka office: Mezbahuddin Plaza (7th flocr), 91 New Circular Road, Mouchak, Dhaka
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ACADEMY

BEAUTY & LIFESTYLE

) Course Details

BASIC / INTERMEDIATE

Hair Care & Styling
Skin Care
Makeup

COMBINED COURSES

Short course on Haircut
Short course on Hair Styling
Short course on Makeup
Salon System & Management
Persona Exclusive

Bridal Makeover

=== Plot 1, Section 6, Avenue 4, Block C (4th Floor), Mirpur, Dhaka 1216.
Mob: 01713148234 | www.personaacademy.com.bd | Email: info@personaacademy.com.bd
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Natural-Energy-Organic-Herbal & Health Foods

dGoI

fS93d P 18
TR (T AT “Afeo7e

S a il Chandipur, Ati-Bazar, Kreanigonj, Dhaka-1312.
SEEGNeTE H# 80,(1st Floor) R# 02, Mohammadia Housing Society, Mohammedpur-1207.
Phone: +88-02-8101789; Mobile: +8801780-004080, +8801644-472555; www.rowzafoods.com

Our Showrooms: Mohammadpur, Shyamoli, Green Road, Dhanmondi-4/A, Jigatola, Fokirapul,
Motijheel, Uttar Badda, Ashkona, Rayer Bazar, Balughat Bazar & Marketing area in Dhaka City

e 4115 Wy, 4, A com, Fwaifemm oo, it com, o e ol com, wre ot 1S, 7@ =it ¢
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e

utar kabbo

Weave your Beautiful Life

Manufacturer and Exporter of
Satranji, Table Mat, Jute Bag, Jute Rug, Wooden Crafts, etc.

@® Korughor: ™ +8801718330614
Rajabashar, Parbatipour, Dinajpur +8801711982681
Liaison Office: © sutarkabbo@gmail.com

5/10-B, Block # A, Lalmatia, Dhaka-1205. @ facebook.com/Sutarkabbo
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