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Abstract
The stream of globalization is impelling to keep the concentration on the industrial and economic development. Advancing inclusive diversification along with small and medium enterprise is the key to foster gross domestic production. An immense portion people resided over the rural area and to affirm the employability of this mammoth section, it will be a perfect option to press the entrepreneurship through microfinance mechanism system. At present, Bangladesh is reluctant to amalgamate the national economic policies and mandates by manifesting ‘Smart Bangladesh’ which urge towards 4th Industrial Revolution. Small and Medium Enterprises are the actor of promising nucleus development. Remarkable development of Small and Medium Enterprises (SMEs) in rural areas through entrepreneurship is an imperative way to augment income generation and employability. This study aims to rationalize the relation of Microfinance's influence on the growth of SMEs. Drawing a vast quantitative study and in-depth interviews and case study with concerned particulars, numbers of gaps are found in practicing SMEs with a rural background. Specific challenges such like lacking tariff policy, inflexible rural SME banking practice, inflexible legal and economic conditions that need to be addressed will be summarized to catch eye of young entrepreneurs, policy makers and development practitioners.
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1. Introduction
Microfinance is widely regarded as a key driver of economic growth and development in rural areas of Bangladesh, especially for small and medium-sized enterprises (SMEs). In Bangladesh, microfinance has been successful in providing financial services to low-income populations, especially in rural areas where formal financial institutions are scarce. In addition to credit, microfinance institutions in Bangladesh also offer savings, insurance and other financial services, which have helped to promote financial inclusion and provide a safety net for the poor (Banerjee & Duflo, 2012). Dr. Mohammad Younas, the founder of the German Bank of Bangladesh, developed the concept of Micro Finance to assist the impoverished in developing their small businesses. The credit limit is small, making it easy for the borrower to get rid of the loan with an easement agreement or installments that must be paid back within a year. The installments for these loans must be paid up within a week and are unsecured and devoid of collateral. The primary feature of micro financing is that it makes it possible to obtain microcredit without having to comply with any requirements involving collateral (Naeem, 2013). Various experts presented microfinance in various ways. Microfinance is a strategy used by financial institutions to help low-wage, underprivileged, and remarkably helpless individuals who work for themselves. It was stated in broader terms that "smaller financial organizations incorporate the game plan of much more significant scope of financial organizations, for example, stores, credits, portion organizations, money moves, and insurance terms to destitute individuals and low-pay families, for their micro enterprises and privately owned businesses, to enable them to raise their compensation levels and improve their assumptions for standard comforts (Idrees et al., 2022).
Bangladesh's economy has steadily progressed since the country's independence in 1971. This might be regarded as exceptional progress considering the country's terrible economic situation at the time of its founding as a result of the independence war, the legacy of unequal economic treatment from the earlier Pakistan, and the region's minimal industrial development. The gross domestic product (GDP) has increased significantly over the past 50 years, making this achievement possible. According to Rahman and Khondkar (2020), the average GDP growth rate in the 1970s was 2% to 3%, 3.5% to 5% in the 1980s, 4.5 to 5% in the 1990s, and more than 6% in the first decade of the 21st century. The expected GDP growth rates for 2021 and 2022 are 6.8% and 7.2%, respectively. The GDP growth rate for 2019 was 8.2% and 5.2% in 2020 (ADB, 2021). However, due to the COVID-19 pandemic's effects, Bangladesh's GDP growth rate decreased from 8.15% in 2018-2019 to 5.24% in 2019-2020 (GoB, 2020). This is despite the country experiencing consistent economic growth from 6% to 8% over the past ten years. Since SMEs employ about 80% of those working in the industrial sector, the growth of SMEs is primarily to blame for this industrial expansion (Rahman & Khondkar, 2020).
Microfinance has also helped to promote entrepreneurship in rural areas by enabling small business owners to start and grow their businesses, which has in turn created new job opportunities and contributed to local economic development (Hulme & Mosley, 1996). This is particularly relevant in rural Bangladesh, where poverty levels are high and economic opportunities are limited. Furthermore, access to microfinance services has been shown to have a positive impact on the growth of SMEs in rural areas, with increased access to credit resulting in increased investment and higher levels of production (Khandker, 2003; Khandker, 2005). In terms of the monetary, social, and technological growth of a country, small and medium-sized enterprises play a crucial role. It significantly affects the development of professions and raises the bar for the standard of living that people expect from their daily conveniences. Small and medium-sized enterprises (SMEs) promote broad-based business improvement and serious business activities, which has a positive financial impact on innovation of all kinds and overall profitability growth (Idrees et al., 2022). According to research by the Asian Development Bank (ADB), Bangladesh is home to millions of small and medium-sized enterprises (SMEs), which account for 97% of the state's enterprises and are crucial for fostering economic development. The SME Foundation estimates that Bangladesh has over 7.8 million SMEs that work about 24 million people. Approximately 5.6 million of these SMEs are located in rural areas, whereas 2.2 million are located in urban areas. The industry, which accounts for 25% of the nation's GDP and is a major contributor to employment growth, produces a wide range of goods and services for both domestic and foreign consumption (Basu, S. (2022, November 06). The poverty rate decreased from 44% in 1991 to 15% in 2016 as Bangladesh achieved "lower-middle-income status" in 2015 and is on course to leave the UN's list of least developed countries (LDC) in 2026 (World Bank, 2021a). SMEs account for nearly 90% of enterprises globally and provide more than 50% of employment opportunities, making them one of the key drivers of job growth and economic development (World Bank, 2021b). The nation has made incredible strides in the fields of agriculture, industry, apparel, manufacturing, and services. SMEs are inextricably linked to each of these expanding industries. Small and medium-sized enterprises (SMEs) are crucial to most economies and are crucial for developing nations in particular (World Bank, 2021b). It is obvious that SMEs have an impact on a thriving economy. Increased employment and income opportunities, a higher standard of living, increased investments, the development of infrastructure, and new business connections and opportunities are all examples of positive economic impacts (Rahman & Khondkar, 2020).
However, many prospects in the SME sector are either unexplored or used inefficiently and ineffectively due to a lack of institutional financial assistance in the form of loans, leases, and others. Banks from the public and commercial sectors generally don't provide enough funding to support SME development. Existing leakage may be minimized if they offer loan packages for the SME sector, and more business ventures would likely receive constant funding, leading to higher earnings for people overall (Rahman, 2010). The study contends that microfinance, particularly in terms of increased investment, profits, and employment, can have a substantial positive impact on the development of SMEs in rural Bangladesh. However, there is some disagreement regarding the magnitude of this effect and the efficiency of various microfinance models in fostering SME expansion. The study's objective is to investigate how microfinance is helping rural residents start businesses and expand their Small and Medium Enterprises (SMEs).
2. Objective
The primary objective of the study is to explore the impact of microfinance on the growth of Small and Medium Enterprises (SMEs) in rural Bangladesh, and the specific objectives are;
i. To identify the role Microfinance Institutions (MFIs) to create Small and Medium Enterprises (SMEs) in rural Bangladesh.
ii. To explore the prospects and government policy in SMEs sector in rural Bangladesh.
iii. To examine the challenges people, face in getting microfinance for SMEs and recommend some suggestions to overcome those challenges.
5. Literature review
Microfinance scenario in Bangladesh
Bangladesh is one of the countries with the longest microfinance history, Microfinance has developed as a strategy for economic development to help low-income residents of both urban and rural areas (Yuge, 2011). The poverty situation in Bangladesh is pretty much acute, and as a result, state-led development can’t be foreseen with the negative expression carried by poverty. The fabric of poverty has many facets, including economic, social, cultural, and psychological aspects, and includes dimensions like inequality, hunger, malnutrition, and illiteracy (Kasali et. al, 2016). Increased income inequality has recently been observed in many developing nations, including those in South Asia (Mahmud and Chowdhury 2008).
In contrast, Bangladesh's pattern of economic growth appears to have been relatively poor, with labor-intensive garment export, micro- and small-scale businesses in the manufacturing sector and services, and remittances from migrants working abroad serving as the main stimuli to economic growth outside of agriculture (Khandker & Samad, 2013). Resulting from microcredit both the government and non-governmental organizations are now using it as a key component of their national strategy to reduce poverty as a result of Bangladesh. The primary source of financing for rural areas is now microcredit. In the case of microfinance in Bangladesh, the government both directly and indirectly provided significant policy and material support, resulting in what is likely the largest microfinance sector in the entire world. (Alamgir, 2009).
Microfinance at least reaches "a significant population of otherwise disadvantaged people" in Bangladesh, including those with low and unstable incomes, little to no land or assets, low social status, and few or no other readily available and reasonably priced sources of financial services (Hulme &Moore, 2006). Programs for microfinance were developed to reduce the failures of the credit markets in developing nations. Since they lack collateral, as was already mentioned, the poor are unable to access formal financial institutions and must instead rely on neighborhood money lenders who charge exorbitant interest rates. Microfinance aims to get around these challenges. The idea is that by utilizing novel new contracts, microlenders can benefit financially while also helping the underprivileged (Gaiha & Kulkarni,2013).
To describe microcredit application in Bangladesh (Rahman et. al, 2012) highlights that, Bangladesh has made significant strides in developing innovative microcredit models, diversifying services, achieving financial sustainability, and expanding microfinance access to impoverished clients since its inception in the 1970s. The microfinance approaches of GB, BRAC, and ASA are widely regarded as highly successful. The project's success has been extended to other sectors and markets throughout Bangladesh, reaching even the most remote parts of the country with loans, savings, and efficient services, thanks to the central bank's support. As a result, GB (8.32 million), BRAC (8.45 million), and ASA (over 5.73 million) have collectively served over 22 million out of the country's 40 million microfinance clients. In 1983, the government passed legislation transforming the project into an independent bank (Rahman et. al, 2012).
Hulme and Moore suggest a matrix of microcredit institutions where they put the continuum between pure credit provision and broader financial service provision on the horizontal axis and vertical side the, they draw credit or finance related services or credit plus social activities.
Figure 1: Matrix of microfinance (and related) institutions in Bangladesh, 2006
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Figure: (From “WHY HAS MICROFINANCE BEEN A POLICY SUCCESS IN BANGLADESH (AND BEYOND)?” by Hulme, D., Moore, K., 2006, Global Poverty Research Group. Copyright 10 March 2006 by David Hulme and Karen Moore)

Development of SMEs in Bangladesh
Unquestionably, SMEs with rapid and sustained growth are a vehicle for advancing national economic growth to the point where it can be measured in terms of poverty and unemployment reduction and job creation (Alam & Ullah, 2006). Bangladesh gains enormously from SMEs. According to the SME Policy 2019 published by the country's Ministry of Industries, Bangladesh's SME sector comprises over 7.8 million businesses and contributes close to 25% of the GDP (The Diplomat, 2021). SMEs operate in a wide range of industries, including textile and dyeing, plastics, leather, footwear and leather goods, rice milling, wood processing, printing and packaging, metal products, poultry farming, dairy farming, and so on (Islam et. al, 2020). By making up over 90% of industrial enterprises, employing 4 out of 5 industrial workers, and adding more than one third of the industrial value to the gross domestic product (GDP), SMEs play a significant role in Bangladesh's national economy. As a percentage of the overall value-added produced by the manufacturing industries sector, the relative SME share in manufacturing is substantially greater, ranging between 45 and 50 percent (Alam & Ullah,2006). Like SMEs make up more than 98 percent of businesses in Bangladesh, in 2013, cottage (over 80%) and micro businesses (about 4%) produced more than 84 percent of rural non-farm employment. Between 80 and 85 percent of industrial employment is contributed by various kinds of SMEs, and around 25 percent of all civilian employment (Khalily et. al, 2020). Through subcontracting, RMG factories are connected to small factories or businesses that are engaged in the production of various types of garment accessories. As a result, the development of a supply chain network connecting the RMG and SME sectors is also facilitated by the expansion of the RMG sector (Rahman & Khondkar,2022)
According to Ahmed and Chowdhury (2009), there are over 6.00 million SMEs actively manufacturing items in Bangladesh, accounting for 25% of the country's GDP, employing about 31 million people, and providing 75% of family income. Over 90% of Bangladesh's industrial enterprises fall into the category of small and medium-sized enterprises, according to an empirical study by Southeast Bank Ltd. These SMEs have low capital intensity, are relatively labor-intensive, cost-effective, and have comparative cost-benefit characteristics (Islam et. al, 2020). Making the SME sector livelier is one of the sector-specific efforts the Bangladeshi government has implemented to spur economic growth. SMEs support economic growth in a number of ways, such as trade, innovation, and desirable economic sustainability. GDP growth in FY17 was 6.59 percent; in FY18 and FY19, it was 7.32 percent and 7.88 percent, respectively. However, growth in FY20 was 3.45% as a result of the COVID-19 pandemic outbreak (Begum et. al ,2022) Though SMEs are crucial to the growth of an economy in a developing nation like Bangladesh because they generate job opportunities, produce usable machine replacements, and produce machinery components that save our nation a large amount of foreign cash. Despite being important to the economy, this sector has not yet reached its full potential due to a number of obstacles (Chowdhury, 2008; Begum et. al, 2022).
According to the International Monetary Fund (IMF) Country Report (2012), Bangladesh's SMEs made up more than 99% of the country's private industrial firms and provided employment for 70%–80% of the nonagricultural labor force. But Bangladesh is consistently facing a number of constraints, including the concrete policy loopholes, lacking in bank regulatory framework. Similar to other developing nations, Bangladesh also experiences difficulties operating SMEs due to a lack of institutional credit, a lack of working capital, low levels of technology, low productivity, a lack of marketing facilities, and issues with market access (Hossain et.al, 2018) Banks typically do not show interest in funding SME loans. Consequently, the greater operating costs, lower returns, and more risk associated with SME finance are the causes of this conservatism. Due to the small loan size, operational costs are higher, and they necessitate close monitoring and oversight (Hasan & Islam, 2008). Due to the credit crunch, a lack of technological expertise, a shortage of skilled labor, and insufficient fiscal and regulatory support from the relevant government agents, SMEs in Bangladesh are facing enormous challenges in the BRME (Jahur, 2021). The major cause of the greater risk is that small and medium-sized business owners are very unlikely to meet the collateral requirements since, in most cases, they lack transportable property. Sometimes banks and non-bank financial institutions are reluctant to finance SMEs under the pretext of collateral (Alauddin & Chowdhury, 2015).
By acknowledging women’s taking part in SME operation (Zaman &Islam, 2011) stated that women-owned businesses tend to be tiny. Compared to medium-term loans, which had an average value of Tk 3 lakh, short-term loans were more commonly utilized. With a range of 10% to 14%, the average interest rate was 13%. Women are treated unfairly during the loan-giving procedure. SME loan processing took an average of 57 days; however, it took 145 days for women-owned businesses. Women-led businesses have not yet been fully financed by debt (Bangladesh Bureau of Statistics 2007 cited in Zaman & Islam, 2011) The challenges experienced by female entrepreneurs in Bangladesh's cottage, micro, small, and medium business (CMSME) sector shown how changes in laws and regulations might resolve many of these problems.  The lack of official financing availability, which has impeded the sector's expansion, is also taken into account (Shoma, 2019). Only 49.5% of SMEs have access to legitimate funding sources. Only 35.8% of these SMEs have unrestricted access to official sources of funding, while the remaining 13.7% can but must overcome significant barriers. Only about 20% of business owners use bank credit, and these credit accounts for only about 20% of their total spending. 60% of SMEs chose to handle their working capital through bank credit, even while 50% of SMEs have access to cash or loans through the financial system (Raihan,2001).
Sector wise contribution of SME in GDP of Bangladesh (Taka)
Particular Sectors
Total Contribution to GDP (Taka)
Percentage of Total Contribution
Agriculture
1,77,72,96,37,637
24
Fishing
32,87,26,74,464
4
Manufacturing
2,82,34,47,00,575
38
Construction
7,19,64,60,200
1
Wholesale and Retail Trade
1,71,33,58,61,390
23
Hotels and Restaurants
28,59,92,63,975
3
Transport, Storage and Communication
8,95,01,71,356
1
Real state, Renting and Business activities
13,77,14,36,794
2
Education
15,18,08,506
1
Health and Social Work
2,74,30,49,893
1
Other Social Activates
15,63,20,94,785
2
Total
7,41 ,32,71,59,609
100
Source: (ICG/MIDAS Survey, 2004 Cited in Ahmed & Chowdhury, 2009)


Institutional Arrangement and policy support of SMEs
An important component of this growth plan is the development of small and medium-sized businesses (SMEs). The rise of SMEs in tandem with manufacturing is seen as essential for reaching double-digit growth. improved micro, small, and medium-sized businesses. The plan for rural development and the eradication of poverty and regional inequality heavily relies on initiatives in rural and underdeveloped areas (GoB, 2011). In order to promote SMEs in Bangladesh's quick growth and fierce competitiveness with the aim of speeding economic expansion and reducing poverty in the nation, the government established the National Taskforce on SME Development in 2003. The Task Force identified common obstacles that SMEs in Bangladesh faced and made many suggestions that led to the creation of a new organization, the SME Foundation, to support 17 SMEs in Bangladesh. (Bakht & Basher, 2015). The National Industrial Policy 2010, which was introduced by the government to quicken the pace of industrialization in the nation, has as its main and fundamental goals the creation of productive employment, the mainstreaming of women into the industrialization process, and the reduction of poverty (Alauddin & Chowdhury, 2015). Bakht & Basher, 2015 stated the government functionary roleplaying to grow SMEs in Bangladesh. The government's principal function has been defined as that of a facilitator, helping organically expanding SMEs by eliminating market and legislative barriers and, secondly, by providing the necessary promotional assistance (Bakht & Basher, 2015). 
The Ministry of Industry, which is the primary regulatory authority, along with a number of other organizations is active in Bangladesh's SME growth. With the creation of the SME Foundation in 2007, Bangladesh's entire support system for SME growth adopted a multi-institution strategy. Although there are some similarities, each of them works in a few distinct fields. The Bangladesh Small and Cottage Industries Corporation (BSCIC), founded in 1957 and designated by the Ministry of Industry to work primarily for the development of small and cottage industries, also supports the growth of the nation's micro and small enterprises (The Business Standard, 2021). The new National SME Policy 2019 encompasses strategies to promote policy and regulatory reforms. This policy is constantly regulated and monitored by the Ministry of Industries. The policy implementation mechanism is entrusted to the Bangladesh Small and Cottage Industries Corporation (BSCIC) with closely coordinates with the SME foundation. Furthermore, there are two policy coordination committees are jointly connected namely, the National SME Development Council and, the National SME Task Force. (Ministry of Industries, 2019).
The main strategies of SME foundation are included as follows, (Bakht & Basher, 2015).
	No.
	List of the Strategies

	1
	Strengthen regulatory and legislative framework in favor of SMEs

	2
	Identify problems & prospects of SMEs/SME sectors/SME cluster for designing appropriate development interventions

	3
	Ensure availability of business support services for SMEs

	4
	Access to institutional finance for SMEs

	5
	Up-gradation and adoption of appropriate technology for SMEs

	6
	Develop human resources for SMEs

	7
	Adaptation of Information and Communication Technology (ICT) in SME Development

	8
	Position women entrepreneurs into the mainstream business community

	9
	Cluster based SME development

	10
	Institutional linkage for SME development



To maximize the benefit and cost effectivity, other organizations are brought together to. (Ministry of Industries, 2019) listed them as below:
· Bangladesh Bank
· Bangladesh Investment Development Authority
· Bangladesh Economic Zone Authority
· Investment Promotion Agency
· Bangladesh Industrial Technical Assistance Centre
· Bangladesh Council for Scientific & Industrial Research
· National Productivity Organization
· Bangladesh Institute of Management 
Source: (Ministry of Industries, 2019)
Sustainability of Microfinance Institutions
While serving as many low-income borrowers as possible is a micro finance institution's main purpose (social performance), this objective can only be achieved if the institution is financially successful and able to maintain itself.( Githaiga ,2021) Operational sustainability and financial self-sufficiency are the two components of financial sustainability that may be quantified.(Kinde,2012) stated that ,operational sustainability and financial self-sufficiency are the two components of financial sustainability that may be quantified. Operational sustainability is the MFI's capacity to defray its running expenses from operating income, whether or not it is supported. However, MFIs are able to cover their operational, financing, and other forms of subsidies from their own sources of income, which is when they are considered financially self-sufficient.
On the premise of the topic of sustainability, (Sim & Prabhu ,2014) describes that through the provision of modest loans without the need for promised security, microfinance has emerged as a strategy with significant potential for reducing poverty and enhancing access to financial services. In addition, Businesses now place a greater focus on the connection between financial sustainability and outreach as a result of the rising demand for microfinance. By offering more services to a specific customer, microfinance institutions (MFIs) strive to improve social sustainability while retaining the institutions' operational and financial viability (Sim & Prabhu, 2014). Meyer 2002 that, instead of only receiving one-time financial assistance, the poor required ongoing access to financial services. Poor people's wellbeing would be worsened by short-term loans. Low repayment rates or the failure of promised assistance from donors or governments to materialize are the causes of the MFI's financial unavailability.  MFIs must keep accurate financial records and adhere to accepted accounting principles that give complete transparency for income, costs, loan recovery, and possible losses in order to measure financial sustainability. (Rai et. al, 2012). Financial sustainability of an MFI will not be taken into consideration if it is quantified in the form of a loss-making MFI (MFI with poor financial performance). A profit-making MFI will also not be considered financially sustainable if its profitability is determined after collecting part of the operational costs from subsidies' resources or cash. (Hossain & Khan,2016).
6. Methodology
The study used mixed method approach to gather relevant data to explore the impact of microfinance on the growth of Small and Medium Enterprises (SMEs) in rural Bangladesh. The quantitative method used like survey where information conducted through open and close ended questionnaires, whereas the qualitative data conducted interviews through a structured questionnaire. In order to effectively conduct a valid analysis in the presentation and analysis of the data collected on the research field, the study used descriptive statistics such as tables and charts to depict the relevant data. The sample size was randomly selected 50 respondents from four Union Parishads of Cumilla district, Bangladesh. Moreover, the study used case study and Focus Group Discussion (FGD) methods regarding the issue related to microfinance and Small and Medium Enterprises (SMEs).











Figure 1: Data Collection Techniques, Study Area, Sampling, and Sample Size have been expressed in the following figure:


Figure – 1: Data Collection Techniques, Study Area, Sampling, and Sample Size of the Study
7. Conceptual Framework
7.1 Microfinance
By offering credit options to the most vulnerable members of society, microfinance is a financial service that was originally created to reduce poverty (Dr et al., 2023). By outlining how to create and implement a successful microfinance program to foster economic empowerment in poor countries, Garrity and Martin (2018) developed a microfinance model to break the cycle of poverty. In order to combat poverty in impoverished nations, microcredit has become a cutting-edge technique. Positive experiences indicate that it is a flexible, agile, and cost-effective financing tool for entrepreneurial initiatives that might otherwise face bank credit rationing. Microfinance, which combines microcredit, micro-savings, and microinsurance, "may assist low-income people minimize risk, enhance management, increase efficiency, get greater returns on investments, raise their sources of income, and boost the standard of living of their lives and those of their dependents" (Ribeiro et al., 2022). The Grameen Bank, which along with its founder Muhammad Yunus received the Nobel Peace Prize in 2006 "for their efforts to create economic and social development from below" through microcredit programs, and Bangladesh Rural Advance Committee (BRAC) played a dominant role in Bangladesh's early microfinance operations (Dr et al., 2023). Later, organizations like the Association of Social Advancement (ASA) joined them, completely altering the rural social and economic landscape.  According to a 2014 World Bank study that examined the long-term effects of microcredit programs, Bangladesh's microfinance industry assisted rural households in increasing their income and consumption, which contributed to a 10% reduction in extreme poverty between 2000 and 2010. This prevented Bangladesh from experiencing the rise in income disparity that many developing nations had (Dr et al., 2023). Because of this, Yunus (1994) views the availability of credit as a crucial element in alleviating poverty through creative methods of giving credit to the poor as containing a potential remedy.
7.2 SME finance Entrepreneurship development
In order to support SMEs and facilitate their entry into large industries for rapid industrialization, all nations work very hard to develop entrepreneurs (Sarkar et al., 2018). The economic growth of both developed and developing nations is accelerated by SMEs. Due to the SME sector's significant potential to create jobs, advance local technology, diversify output, foster indigenous entrepreneurship, and facilitate forward integration with large-scale industries, developing nations like Bangladesh are identified as needing to pay attention to it. Compared to larger companies, SMEs have a greater impact on employment growth. It generates employment through the launch of fresh businesses or the growth of current ones (Gbandi & Amissah, 2014). The main tools for entrepreneurship development, which is boosting employment and eventually reducing poverty, include innovation, entrepreneurship training and education, family background, government support programs, social entrepreneurship, women participation, individual entrepreneurial characteristics, participation of micro, small, and medium enterprises, youth empowerment, and collaboration between government, universities, and industry. SME finance is a global catalyst for the growth of new companies. It makes it easier for new and seasoned business owners to launch and grow their enterprises. Bangladesh is in the early stages of development and continues to use SME finance for small and medium-sized businesses, although other nations have already seen success in this area (Sarkar et al., 2018). However, the main obstacles to SME loans include the owner's education and abilities, high interest rates, a lack of collateral security, and bank official corruption.
7.3 Small and Medium Enterprises
Small and medium-sized businesses (SMEs) are Bangladesh's key economic pillars. By boosting national productivity and generating job opportunities across the nation, SMEs serve as the primary driver for economic inclusion and socioeconomic stability. Bangladesh's SMEs directly contribute 25% of the nation's overall GDP, and by 2024, it is hoped that this percentage will expand to 32% in order to execute the government's development plans (Sarker et al., 2022). Additionally, 20.3 million Bangladeshi people are employed by these small and medium-sized businesses (Sarker et al., 2022). The COVID-19 epidemic, which shattered Bangladesh's economic growth stability, has had a negative impact on SMEs. Due to a lack of resources, a lack of demand for goods or services, transportation issues, difficulties implementing newly adjusted strategic goals, and digitization during this pandemic, SMEs have experienced considerable financial losses. In Bangladesh, SMEs have lost 37% of their staff, either temporarily or permanently, and 94% of businesses have seen a dramatic decline in sales as a result of COVID-19 (Dhaka Tribune, 2020).
Additionally, the COVID-19 epidemic has presented SMEs with a number of obstacles and difficulties. Small and medium-sized enterprises (SMEs) have been severely impacted by the period of closure and movement prevention policies that governments in many countries have enacted, stalling their operations, hurting their financial positions, and putting them at risk of financial loss (Adam and Alarifi, 2021). Due to supply chain distortions, SMEs have experienced a lack of workers and manufacturing inputs. This has had a detrimental impact on their sales as well as their capacity to meet their financial responsibilities and pay employees' salaries. Due to the decline in consumer income and general emotions of uncertainty, this issue has been accompanied by a decline in consumer expenditure. As a result, many SMEs discovered that they were unable to handle the issue. Since the beginning of the outbreak, some firms have ceased operations and have stayed shuttered (Adam and Alarifi, 2021).
To ensure that SMEs can scale up by having better access to government policy support and assistance from development partners, the SME Foundation and the Bangladesh Small and Cottage Industries Corporation (BSCIC) have proposed changes to the definitions of medium and large enterprises based on fixed assets (Islam, 2022). Similar views on fixed assets have been expressed by the Bangladesh Bank when redefining and amending the definitions of CMSMEs. However, in response to a request from the SME Foundation, the central bank has decided to classify an organization as a large-scale industry if its annual sales are greater than Tk 30 crore (Islam, 2022).
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Source: The Business Standard
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