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Chapter Seven

 Overview of the Enterprises within the
Identified Clusters

7.1  Selection of Enterprise for Indepth Study 

Total of 380 enterprises were studied and data were collected by personal interview method from 
mainly the entrepreneurs of the enterprises (82%) and only 18% from other than owners. Objective 
of this enterprise study was to gather firsthand knowledge about the overall situation of enterprises 
in general and some specific issues like products, product markets, business trend, and machinery 
and required raw materials, affiliation with trade bodies, opinion regarding different problems 
faced and their solutions in particular. Considering the dispersed location of the Clusters we 
selected the enterprises keeping in mind the maximum representation of all identified sectors and 
geographic locations.

The sample size for in-depth enterprise study has been determined using the formula:

where,

P = proportion = 0.5 (assumed 0.5 to ensure maximum sample size)

Z = 1.96 (significant value at 95% confidence)

E = admissible error = 0.05 (0.05 or 5% is considered as standard value)

Putting these values we get the total sample size is around 384 hence, we decided to study 380 
enterprises. 

In the first phase of the work we have identified a total of 177 industrial clusters all over the 
country. And in the second phase we have selected 380 enterprises to collect data for in-depth study. 
To have an idea about the enterprises within a cluster we must interview a sizable number of 
enterprises from each of the selected cluster. Again large number of enterprises from each cluster 
will minimize the number of selected clusters. Hence we need a tradeoff   between number of 
clusters and number of enterprises from each of the selected clusters. Considering above constraint 
we decided to select 10 (TEN) enterprises from each of the selected clusters so that we need to 
select a total of 38 clusters to reach required 380 enterprises.

Selection of 38 clusters from 177 identified clusters:

Stratified sampling method was applied for selecting clusters where ‘Sector’ and ‘Division’ were 
the basis of the stratification. Then proportional allocation was considered for determining the 
number of clusters from each ‘sector’ and from each ‘division’ using the formula:

 

where,   number of clusters will be selected from hth stratum 

n = total number of clusters to be selected = 38

N = total number of identified clusters = 177

Number of identified clusters in hth stratum
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Selection of 10 enterprises from each of the selected 38 clusters

From each of the selected 38 clusters again we have selected 10 enterprises by systematic random 
sampling method.

7.2  Major Findings of Enterprise level Indepth Study 

7.2.1  Type of the Enterprises

Out of a total of 380 enterprises, 80% were micro enterprises, around 15% were small and the 
remaining 5% were medium enterprises. Share of different types of enterprises studyed is shown in 
Figure 7.1:

7.2.2  Products / Services, Capacity Utilization and Annual Turnover 

Wide range of products and services are produced by the enterprises. It is indeed a very difficult job 
to capture all the products. Significant inter-sector differentials of product range were observed. 
Table 7.1 below shows sector-wise products/services, level of capacity utilization and average 
annual turnover per enterprise. The table reveals that all the sectors have unutilized production 
capacity indicating that the enterprises have scope to increase their production.

Mean and standard deviation of annual turnover for each sector has been presented in Table 7.1 
Large value of standard deviation indicates wide variation of annual turnover of different 
enterprises within the sector. The maximum average annual turnover is Tk.108.54 million per 
enterprise was observed in Agro-processing sector while the minimum Tk.1.42 million in 
handloom and specialized textile sector. It is to be noted that some of the respondents refused to 
disclose their annual turnover. We have excluded them while calculating the mean and standard 
deviation. 

Table 7.1: Products and Services, Capacity Utilization and Annual Turnover
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From the table it is also evident that health care sector is the most capacity unutilized sector. The 
reason may be due to the fact that they installed costly instruments for providing a particular service 
to the clients and they do not get enough clients whom they can serve.

7.2.3 Year of Establishment of the 
Enterprises 

Out of the total 380 enterprises 5% were 
established before independence of the country. 

More than 31% were established during last 
decade. Table 7.2 shows the distribution of 
enterprises based on their year of establishment.
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Table 7.2: Year of Establishment

7.2.4  Business Trends of Enterprises

About 69% of the respondents opined that their 
enterprises are enjoying growing trend, while 
13% reported that their enterprises are 
experiencing declining trend and remaining 
18% opined that their business is neither 
declining nor growing i.e. experiencing 
stagnation. Business trend of the enterprises 
according to the opinion of the respondents are 
presented in Table 7.3 below:

Table 7.3: Trend of Enterprises

7.2.5  Type of Technology Used 

From the Table 7.4 shown below, it is evident 
that 50% of the enterprises use traditional 
technology, 28% reported to use modern 
technology and 3% reported to applying 
improved technology. It is also evident from the 
table that some enterprises (16%) use both 
traditional and modern technology, this could 
happen in case of growing business situation. It 
is also observed that some people did not share 
their situation.

Table 7.4: Type of Technology Used

7.2.6 Markets and Marketing 

Table-7.5 shows the distribution of the 
enterprises according to their product markets. 
From table it is observed that 89% enterprises 
sell their products within the country and only 
11% export to the international market. It is to 
be noted that 40% of the enterprises sell their 
products in local markets and 49% sell in 
national market. There are enterprises selling 
their products in both national and international 
markets.

Table 7.5: Market of Products/Services

We asked the respondents whether they face 
any problem in selling their goods/services. In 
response majority of them replied in negative. 
Out of 380 respondents, only 83 (21.8%) 
reported that they face problem in selling and/or 
marketing their products (Table 7.6).

Table 7.6: Marketing Problems Faced

We also asked them regarding the specific 
problems they are facing. The main problems 
mentioned by the respondents are: (i) they are 
not getting real price of the product, (ii) 
Administrative harassment (bribe), (iii) Poor 
communication network, (iv) Poor law and 
order situation and (v) Availability of similar 
imported goods. 

In order to curb the above mentioned problems, 
respondents suggested a number of measures 
that include: (i) improved communication 
network, (ii) eliminating the middleman so that 
the producer and the consumer can have direct 
connection while selling and buying the 
products,  (iii) governmental assistance in  

Growing 262 69

Declining 50 13

Stagnant 68 18

Technology Type Frequency Percent 

Traditional 189 49.7 

Modern 105 27.6 

Improved 13 3.4 

Combination of both  60 15.8 

No response 13 3.4 

Total 380 100.0 

Market No. of respondents 

 Number  % 

Local 153 40 

National 186 49 

International 41 11 

Total 380 100 

Opinion No. of respondents 

 N % 

Yes 83 21.8 

No 297 78.2 

Total 380 100.0 
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promoting local products in the national and 
international market and imposition of 
restriction on import of similar foreign 
products, (iv)  technical and managerial support 
and training by governmental agencies and (v) 
financial support.

7.2.7  Access to Infrastructure and Utilities 

We collected data regarding availability of 
essential utility services like electricity, water 
and gas in the enterprises. Relevant data has 
been presented in Table 7.7. The table reveals 
that about 96% of the enterprises have 
electricity connection, 68% have water supply 
facility and 22% have gas connection. 

Table 7.7: Access to Utility Services

We also asked the respondents whether they are 
satisfied with the available utility services. In 
reply 52% mentioned that they are satisfied and 
the remaining 48% were not satisfied. We 
wanted to know whether the respondents are 
satisfied with the existing infrastructural 
facilities within the cluster. Majority (55%) 
replied in affirmative and remaining 45% 
replied in negative. In reply of question 
regarding degree of satisfaction in using 
utilities, Table 7.8 presents the following 
scenario:  

Table 7.8: Degree of Satisfaction with 
Utilities

When the respondents were asked to mention 
the prevailing infrastructural problems of the 
cluster only 150 respondents replied and the 
problems mentioned by them are related to the 
electricity: (i) load shedding, (ii) high price, and 

(iii) service is not up to the mark. Problems 
relating to gas as mentioned by the respondents 
are: (i) high price and (ii) low pressure 
(insufficient supply). In case of water supply the 
only problem that was mentioned by the 
respondents is insufficient water supply. The 
respondents also put forward some suggestions 
to overcome the infrastructural problems 
prevailing in the clusters. Suggestions are: (i) 
Improvement of road to facilitate better 
transport, (ii) Government should take 
initiatives to establish industrial cluster in a 
spacious place, (iii) uninterrupted supply of 
utility services (electricity, gas) should be 
ensured, (iv) Financial support from 
Government and non-government 
organizations.

7.2.8  Source of Raw Materials

We attempted to know what type of raw 
materials the enterprises use; and whether the 
raw materials are imported or locally produced. 
Table 7.9 shows the sector wise raw materials 
used and their sources. From the table we can 
see that many of the raw materials are locally 
produced; some use imported and some use 
both imported and local raw materials. From 
table it is evident that agro processing sector use 
100% local raw materials while on the other 
hand health care sector use 100% imported raw 
materials.

Utilities No. of Respondents 

 Number  % 

Electricity 364 96%

Water 258 68% 

Gas 82 22% 

   

Degree of satisfaction No. of Respondents 

 N % 

Satisfied 209 55% 

Not Satisfied 171 45% 

Total 380 100.0 
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 Table 7.9: Sector-wise Raw Materials Used and their Sources

7.2.9  Degree of Regulatory Practices 

In this study, we attempted to know whether the enterprises possess valid trade license, tax 
identification number, and value added tax registration certificate. Study findings in these regards 
are not encouraging because a good portion of studied enterprises reported that they do not have 
trade license (27%), while 45% reported that they do not have TIN and 56% do not have VAT 
registration certificate. Table 7.10 shows the distribution of studied enterprises that shows whether 
they possess valid trade license, TIN and VAT registration certificate. 

Table 7.10: Presence of Trade License, TIN and VAT Registration Certificate

We wanted to know whether the enterprises face any regulatory constraints to operate their 
businesses. Only 11% respondents reported that they are facing regulatory constraints but majority 
of the respondents (89%) reported that they do not face any problem while running their businesses. 

Issues 
Response of the respondents 

Yes No N/A Total 
N % N % N % N % 

Whether enterprises have 
Trade license? 

274 72.1 102 26.8 4 1.1 380 100 

Whether enterprises have 
TIN? 

205 53.9 169 44.5 6 1.6 380 100 

Whether enterprises have 
VAT registration 
certificate? 

136 35.8 213 56.1 31 8.2 380 100 

         

 

Sector Raw Materials 
Sources 

Local Imported Both 
Agro-Processing/ 
Agri-business/ 
Plantation  

Rice, husk, sesame seed, mustard etc. 
102 - - 

Light Engineering and 
Metal Working 

SS pipe, steel, iron, scrap, GI pipe, aluminum, flat 
and angle bar, copper, led, color etc. 

40 33 57 

Knitwear and RMG  Elastic/rubber, thread, gum, foam, sticker, 
lace/ribbon, bale, chemical, cloth, cotton, soda, 
jori/puti color, zipper, paper, button,  necklace, 
metal, buckram, fabrics, navy blue RX etc. 

124 27 25 

Designer, 
aesthetically-
challenging, personal 
wear and effects 

Copper, zinc, acid, sohaga, massage cream, face 
pack, orange pack, foundation, hair polish, spa pack, 
half silk, herbal pack, beauty pack, lip pack etc. 

36 54 0 

Leather making  and 
Leather goods   

Rexine, solution, sole, rubber/elastic, thread, gum, 
foam, sticker, pasting, aica/gum, synthetic, chemical, 
plastic, cellulite, animal skin, color etc. 

80 9 1 

Healthcare & 
Diagnostics   

X-ray film, ECG roll, Ultra sonogram paper, different 
chemicals etc. 

- 38 - 

Plastics & Other  
Synthetics  

Plastic, uranium powder, steel etc. 
 

11 1 - 

Electronics & 
Electrical     

Plastic, coloring mud, copper, zinc, uranium powder, 
screw, copper rod, picture tube, remote, steel, 
carbon, iron, brass, PVC etc. 

9 11 - 

Educational Services      
Handloom & 
Specialized Textiles  

Thread, ribbon/lace, cello light, wool, half silk, 
cooked rice decanted water, jori/puti, polyester, 
color, paper etc.  

30 27 23 

Handicraft & 
Miscellaneous 
Sectors  

Bamboo, cane, wire, plastic, wood, mud, color mud, 
soda, khoir, date leaf,  agar tree, different type of 
wood etc. 

132 5 - 
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When we asked the respondents to mention the type of problems they are facing, in reply they 
mainly mentioned that they are facing difficulties from different government agencies particularly 
police department, tax and VAT collecting authorities, and BSTI authorities. Table 7.11 shows the 
distribution of enterprises that facing problems and the type of problems they are facing.

Table 7.11: Regulatory Constraints faced by Enterprises

Whether face regulatory constraints 
No. of respondents 

N % 

Yes 43 11.3 

No 337 88.7 

Constraints faced by the respondents (multiple answers) 

Non-cooperation & harassment from police 27 63 

Non-cooperation and harassment from NBR personnel  
(regarding TAX and VAT) 

3 7 

Robbery and/or hijacking 5 12 

Mobile court 2 4 

Not allow to continue business after 8.00 pm 9 21 

 43  

7.2.10  Access to Finance

Within the scope of the study we wanted to 
know whether the enterprises belonging to 
SME sector have financial transaction with 
financial institutes and whether they have 
borrowed any loan. Relevant data has been 
presented in Table 7.12. In the following table, 
we can see that 60% of the respondents 
mentioned that they have financial transaction 
with financial institutes and about 37% have 
borrowed loan.

Table 7.12: Loan & Transactions with FIs

We made an attempt to know the type of 
financial institutes they have transactions. 
Table 7.13 shows the distribution of 
respondents according to broad categories of 
the financial institutions they have 
transactions. About 40% respondents reported 
that they have financial transaction with 
private banks, 29.4% with Government banks 

and 13.2% with NGOs. Thirty nine of 228 have 
transactions with more than one financial 
institution.

Table 7.13: Transactions with different FIs

Respondents who have borrowed loan from 
bank were asked whether they face any 
obstacles to borrow loan and type of obstacles. 
Table 7.14 shows the distribution of 
respondents according to the obstacles they 
mentioned for getting bank loan.  More than 
60.7% loan borrowers identified Collateral as 
the main obstacle of borrowing loan followed 
by documentation (22.8%). Lengthy process 
was adjudged by 11.4% respondents as an 
obstacle. About 21% respondents mentioned 
some other reasons which include mainly high 
interest rate and non cooperation of bank 
officials. 

 No. of respondents 

 N % 

Transaction with FIs 
Yes 228 60.0 

No 152 40.0 

 Total 380 100.0 

Received loan from FIs 
Yes 140 36.8 

No 240 63.2 

 Total 380 100.0 

Financial Institutions 
No. of Respondents 

Number % 

Government Bank 67 29.4 

Private  Bank 92 40.4 

NGOs 30 13.2 

More than one Bank 39 17.1 

Total 228 100.0 
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Table 7.14: Obstacles faced borrowing loans

We also asked the respondents to suggest the 
way to make easy access to bank loan for the 
entrepreneurs. Majority of the respondents 
(43.4%) suggested providing loans with 
minimum interest rate. Other suggestions are to 
provide loans without collateral (18.2%) and 
easy conditions and hassle free (6.1%). A good 
percentage of respondents (41.6%) have no 
idea how to make loans easily accessible for 
them.

Table 7.15: Suggestions to Ease bank loans

7.2.11  Environmental Issues

Table 7.16 below shows that only 18% 
respondents think that they need to take 
clearance from the Department of 
Environment. The table also shows that among 
the respondents who need DOE’s clearance, 
73% reported to collect the clearance from the 
Department of Environment and 18% 
respondents mentioned that they needed the 
clearance from DOE but did not collect it. The 
reasons for not collecting includes: (i) they do 
not know how to collect it, (ii) non-cooperation 
from the officials of Department of 
Environment and (iii) financial constraints:

Obstacles faced No. of Respondents 

 Number  % 

Collateral 85 60.7 

Lengthy process 16 11.4 

Documentation 32 22.8 

Others 29 20.7 

No problem 8 5.7 

Total 140  

Table 7.16: DOE’s Clearance

Clearance from DOE is needed 
No. of respondents 

N % 

Yes 68 17.9 

No 312 82.1 

Total 380 100.0 

Clearance from DOE is collected 
No. of respondents 

N % 

Yes 50 73.4 

No 18 26.4 

Total 68 100.0 

7.2.12  State of Quality Control, Assurance and Certification

From Table 7.17 below, we observe that about 12% respondents mentioned that they have quality 
control department within their establishment. Only about 8% respondents reported that they have 
quality control laboratory within their facilities to ensure quality of the products they produce. Only 
22 respondents out of 380 reported that they have sufficient number of skilled technician in the 
quality control laboratory. Only 21 out of 380 respondents reported that they have quality 
certification from BSTI, etc. 
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Table 7.17:  Quality Aspect of Enterprises

7.2.13  Knowledge and Use of Renewable Energy 

We attempted to know whether the respondents are familiar with renewable energy. We found that 
177 out of 380 have knowledge about renewable energy and remaining 203 have no idea about it. 
Renewable energy sector is flourishing these days and its contribution to energy sector is increasing 
significantly. We wanted to know whether the studied enterprises have opportunity to use 
renewable energy in their enterprises. Table 7.18 shows the data relating to the knowledge and uses 
of renewable energy as mentioned by the respondents.  The table reveals that about 46.6% (177 
respondents) have knowledge about renewable energy and only 12.9% (49 respondents) reported 
that there is scope of using renewable energy in their enterprises.  

Table 7.18: Knowledge and use of renewable energy

7.3  Manpower Engaged, Skill Level and Scope of Training 

7.3.1  Manpower Engaged

The study also made an attempt to assess the number of work force involved and their quality and 
skill levels, identify scope of training and presence of training institutes. The study findings reveal 
that that the average number of total employee per enterprise is 27 persons with standard deviation 
74 persons. Thirty nine (11%) enterprises reported that they have no male employees while 155 
(43%) and 312 (87%) reported to have no female and child employees. Number of employees 
employed in the studied enterprises is given in table 7.19.

Issues No. of respondents 

 N % 

QC Department 

Yes 45 11.8 

No 335 88.2 

Total 380 100.0 

QC Laboratory 

Yes 29 7.6 

No 351 92.4 

Total 380 100.0 

Skilled technician in QC Laboratory 

Yes 22 75.9 

No 7 24.1 

Total 29 100 

Quality certification 

Yes 21 5.5 

No 359 94.5 

Total 380 100.0 

 

Issues Opinion 
No. of respondents 

Number Percent 

Knowledge about renewable energy Know about renewable energy 177 46.6 

Do not Know about renewable energy 203 53.4 

Total 380 100.0 

Scope to use renewable energy Have scope 49 12.9 

Do not have scope 331 87.1 

Total 380 100 
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Table 7.19: Number of Workers Employed

Note: We have excluded 20 enterprises from service sectors (health care and education services) 
and we could not collect data from one enterprise regarding employment. Hence total respondent 
is 359.

7.3.2  Skill level of the Workers 

We made an attempt to know about the skill level of the workers working in the enterprises studyed 
and the respondents reported that most of the workers are skilled. Average number of skilled 
workers per enterprise found to be 20.  Average number of semi-skill and unskilled employees 
reported to be 5 and 2 respectively. Table 7.20 shows the frequency distribution of the employed 
workers in the studied enterprises according to their skill level. From table we can see that 5% 
respondents reported that they have no skilled manpower while, 40.5% and 72.6% respondents 
reported that they have no semi-skilled and unskilled employees respectively. It was also observed 
from the study that unskilled manpower is mostly employed in Agro-processing sector.

Table 7.20: Skill level of Workers

[Note: Data missing for one enterprise]

7.3.3 Access to Training and Presence of Training Facilities 

We made an attempt to know whether the employees received any formal training, or they need any 
formal training and do they have any training facilities in their area. In reply majority of the 
respondents reported that their workers do not have any formal training; they need not to be trained 
and there is no training facility/ training institute within their industrial cluster. Table 7.21 shows 
the data relating to these issues. It is observed that about 91% respondent reported that their 
workers have no formal training and importantly 72% opined that their workers need no formal 
training as well. 

No. of workers  No. of respondents 

 
Total Male 

Female Children  
(under 16 years) 

 No. % No. % No. % No. % 

0 - - 39 11 155 43 312 87 

1 to 24  284 79 268 74 186 52 43 12 

25 – 99  59 16 48 13 10 3 4 1 

100 and above  16 5 4 .1 8 2 - - 

Total* 359 100.0 359 100.0 359 100.0 359 100.0 

Mean 27.36  14.11  12.17  1  

SD 74  23  64  5  

Maximum 800  250  700  50  

 

No. of workers  Skilled Semi-Skilled Un-Skilled 

No. % No. % No. % 

0 18 5.0 153 40.5 275 72.6 

1 – 10 242 63.7 183 48.2 93 24.5 

11 – 20 63 16.6 29 7.6 5 1.3 

21 - 50 39 10.3 10 2.6 6 1.6 

51 - 100 8 2.1 3 .8   

above 100 9 2.4 1 .3   

Total 379 100.0 379 100.0 379 100.0 

 



68   SME Clusters in Bangladesh

Table 7.21: Formal Training and Presence of Training Facilities

Proper incentive should be included if there is any training course designed for the workers and it 
should be on cost sharing basis in order to ensure effectiveness and commitment from the 
entrepreneurs.  We also asked them what type of training is needed for their workers. In reply, they 
mentioned different kinds of training but most of them opined that their workers need “technical” 
training. Among others, they mentioned management training, moral and motivational training, etc.

7.4  Marketing Support from Development Partners, NGOs and Government 

We asked the respondents whether they have received any marketing support from any 
development partners, Government organizations, and non-government organizations. Out of 380 
respondents only 18 (4.7%) replied in the affirmative indicating that the SME sector in Bangladesh 
did not get proper attention from any quarter (Table 7.22). The main problems mentioned by the 
respondents are: (i) lack of opportunity to attend in trade fair, (ii) No direct contact with buyers of 
the product, and (iii) limited financial support.

Table 7.22: Marketing Support Received help from GO/NGOs

7.5  Affiliation with Business Associations, Trade Bodies and Chambers of Commerce 

We made an attempt to know whether the respondents are associated with any trade bodies and 
advantages received (if any) by being associated with the trade bodies. Table 7.23 shows that only 
56.6% respondents are associated with some trade bodies and the remaining 43.4% were not 
associated with any such association. Further attempt has been made through categorization of 
these organizations into three broad groups: (i) local business owners association, (ii) National 
business owners association and (iii) Chamber of commerce and industries. Majority of the 
respondents (83.7%) reported to be associated with local trade/business owners association, 14.9% 
are associated with national business/trade organizations and the remaining 8.8% with FBCCI 
and/or DCCI. Those who are associated with trade bodies mentioned that there are some 
advantages to be associated with trade organizations. Among others the advantages mentioned by 
them are: (i) organizationally empowered, (ii) financial help in terms of low interest loan, (iii) easy 
marketing of the products, (iv) protection from giving bribe or undue money to others, (v) 
collecting dues, (vi) availability of raw materials, etc. Table 7.23 shows the percentage distribution 
of respondents based on the advantages they mentioned.

Issues Opinion of the respondents 

Yes No Total 
N % N % N % 

Whether workers received any formal 
training? 

36 9.5 344 90.5 380 100.0 

       
Whether workers need any formal training? 102 26.8 275 72.4 377 100.0 
       

Whether any training institute exists in the 
area? 

25 6.6 355 92.9 380 100.0 

       

 

Opinion No. of respondents 

 Number % 

Yes 18 4.7 

No 362 95.3 

Total 380 100.0 
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Table 7.23: Association with Trade Association, Chambers of Commerce & Industry

7.6  Perception about SME Cluster and its Benefits 

The main objective of this study is to identify SME cluster throughout the country and to know 
problems and prospects of the SME clusters. So, it is important to know the perception of the 
industry owners towards SME cluster. We wanted to know whether the enterprise owners know 
about the SME cluster. Only 18% of the respondents have idea about industrial cluster. Even though 
the respondents are in an industrial cluster but most of them do not know about it. After explaining 
the meaning of the SME cluster 24% could understand that they are included in an SME cluster. 
When they were asked about the advantages of being included in cluster, many of them denied 
answering this question as because they have no idea about the cluster. Those who replied, they 
mentioned following advantages: (i) marketing of the products is easier, (ii) labor availability, (iii) 
availability of raw materials, (iv) any type of problems can be faced collectively, (v) customers get 
many products in same place, (vi) competition among entrepreneurs etc. Table 7.24 below shows 
data relating to the perception of respondents regarding SME clusters.

Table 7.24: Perception about SME Cluster
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7.7  Knowledge about SME Foundation and Expectation from SME Foundation

In this study we also wanted to know whether the respondents are familiar with SME Foundation 
and its activities, whether they received or expect any help, and type of help they expect from SME 
Foundation. Table 7.25 shows the distribution of respondents according to their knowledge and 
expectation from SME Foundation. From table 7.25 we see that only 19% respondents are familiar 
with SME foundation and remaining 81% are not. It is also evident from table that only 7% (27 out 
of 380) respondents reported that they received help from SME foundation. Type of help received 
from SME foundation as mentioned by the respondents is mainly: (i) training, (ii) help in 
borrowing loan, and (iii) product marketing. Most of the respondents (336 out of 380) reported that 
they expect help from SME Foundation and the expected help as mentioned by the respondents are 
given in Table 7.25.  From table it is observed that 40% respondents expect financial support, 23% 
for improved infrastructure support from SME Foundation followed by low interest loan (19.9%). 
It is important to note that a good percentage of respondents expect that SME foundation will help 
them in getting raw materials and marketing the products and services indicating that they are 
facing problems in collecting raw materials and marketing their products.

Table 7.25: Perception about SME Foundation
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Chapter Eight

 Conclusion and Recommendations

8.1  Conclusion

In spite of the limitations of the study, the main finding is identification of at least 177 clusters. 
Further studies must be followed up at regular interval to make it updated. Required policies 
ensuring positive impacts on the overall scenario of the SMEs in Bangladesh need to be formulated 
that would facilitate in capacity building of appropriate institutional structures. This in turn would 
lay down the foundation for building up market institutions. 

Stable regulatory and administrative policies would help systematically attaining competitiveness 
among the small and medium enterprises that consequently would ensure quality products and 
services for export. If the international standard and quality norms can be integrated with these 
SME clusters identified in Bangladesh, this would eventually bring multiple economic benefits. 
Therefore, supportive policy environment coupled with adequate resource allocation need to be 
ensured to achieve desired growth of these enterprises within the cluster.

Also, the investment climate for SMEs in Bangladesh has to be more attractive. Sound investment 
climate implies positive consequence and strengthens the capacities of the SMEs that in turn would 
lead to greater positive impacts on the GDP and poverty reduction. 

In order to accommodate the best possible investment climate, the obstacles are to be removed with 
efficiency and accuracy so that a two way satisfactory interaction between these identified clusters 
and the regulatory institutions is established. 

8.2  Recommendations 

Initiatives in implementing the following recommendations would be a rational approach in this 
matter:

a. The expansion and development of the identified clusters would require a pragmatic 
approach such as a separate policy for the enterprises within the clusters. It is absolutely 
necessary to understand the particular environment these SMEs are operating in and furnish 
tailored policies that would enable them to cope with the adversities and opportunities 
alike. 

b. In order to enhance the capacity building of the identified clusters and enterprises as well, 
concerned authorities and the entrepreneurs may be encouraged to participate in formation 
of association of enterprises within the clusters. All the enterprises interacting through 
their cluster associations would be able to address their common threats and opportunities 
as well as adopt their policies through consensual decisions given the resources limitations 
or constraints. 

c. One of the most important pre-requisites for the clusters to flourish and even to survive is 
to have adequate number of skilled workers. SMEs within important booster sectors are 
operating with workers who have a gap of knowledge on latest development in the field. 
Such gaps are to be reduced through serious initiatives by the government and private 
sectors. Needs assessment study should be carried to identify areas of skill development. 
Thus training and orientation of all appropriate categories should be encouraged and 
sponsored upon conducting a training needs assessment. 

d. Establishing common facilities within one roof accessible by the enterprises may be 
recommended to ensure cost competitive services. Lesson may be taken from other Asian 
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countries like South Korea, China, Japan, Taiwan, India, Vietnam, Philippines, etc. These 
common facilities may be established under public-private partnership for important 
sectors like light engineering, electronics and electrical, plastic, leather, handicrafts, etc. 
For example, a central mould making center can be set-up under PPP for delivering services 
to individual plastic industries.         

e. Access to finance is a very important aspect that the authorities should pay special 
attention to and make it a painless process for the entrepreneurs. Innovative means of 
financing should be arranged for SMEs in order to ensure continued and uninterrupted 
operations. For example, factoring,  venture capital finance, collateral free financing, credit 
guarantee scheme, equity and entrepreneurship financing, movable property based 
financing, etc. should be encouraged for micro and small enterprises. SME Foundation 
should extend possible support in promoting these finances for SMEs in better terms and 
conditions. 

f. The overall efficiency and productivity of these enterprises within the cluster cannot be 
improved unless uninterrupted utility services (electricity, water, gas etc.), effective 
connectivity (roads and highways, river transports, railway, etc.), abatement of 
environmental pollutions and waste management are ensured. Ensuring all these means 
building solid infrastructure and the government will have to play the most vital role in 
this regard.

g. Technological support has become a crucial factor for the survival and development of 
industries in competitive world. Combined testing labs, support for technology transfer, 
product design and development centre, etc.are a few of the important elements that 
deserve serious considerations both in governmental and non-governmental levels for 
sustainable growth of the SMEs in Bangladesh.

h. In order to maximize the market share of the enterprise either at national or at global level, 
a good network of market linkages is needed. SMEF should take initiative to support 
marketing of the SME products in national and international markets.

i. The entrepreneurs need easy and quick access to cheaper raw materials that require 
combined warehousing facility and improved supply chain. Micro entrepreneurs can be 
particularly encouraged through setting up value chain support.

j. There is no alternative to a sound regulatory system that functions properly. Since Trade 
license, TIN and VAT Registration are requirements in running any business in 
Bangladesh, it is important to implement these regulatory practices as well as enforcement 
of custom duty and avoidance of double taxation in every sector. A considerable number of 
small and medium enterprises are against compliance to these regulatory obligations. Strict 
enforcement by the concerned authorities would bring discipline in that sphere. Through 
enforcement the government’s revenue earning can be increased in one hand contribution 
by the government for creating better infrastructure can be greater on the other. Occasional 
and sector wise tax rebate (where appropriate) may have a positive impact on the overall 
economy. SMEF may initiate study on compliance of regulatory practices to measure 
potential economic benefits against possible support (subsidies, tax rebate, incentive, etc.) 
by the government.

k. SMEF should create a panel of management consultants and technical experts who 
would be rendering cost effective expert services to the enterprises within the clusters. In 
this regard, necessary technical assistance and funding can be explored for designing 
programs on ‘cost-sharing’ basis from the development partners. For example, matching 
grant scheme, voucher system, etc. 

l. Possible collaborative programs can be taken up with relevant national and international 
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institutions, namely, UNIDO, ITC-UNCTAD, WIPO, WTO, Asian Productivity 
Organizations, CBI, SIPPO, various technology transfer centers, etc. can be approached for 
future collaborative projects in the area of  market development and technology. 

m. BSTI, DPDT and other similar organizations should have special program to expedite all 
regulatory clearance processes and the Ministry of Industries could be requested to initiate 
appropriate actions in this regard. Provision of BSTI testing and certification facility at 
division and district level can be explored to ease these processes for SMEs.

n. Appropriate steps should be made to identify factors affecting the performance of declining 
and stagnant clusters and thereafter, the concerned authorities take suitable remedial 
measures to overcome the bottlenecks of stagnating and declining clusters.

o. Appropriate policy initiatives have to be taken to ensure providing possible non-fiscal 
incentives to the units opting for use of ICT tools for improved operation.

p. SME Foundation needs to undertake a comprehensively resource planning exercise taking 
into account the above issues to be addressed and make a list of actions in order of priority; 
and propose allocation of resources accordingly. Simultaneously, SMEF should also 
sensitize the ‘cluster based SME development approach’ to the concerned authorities. 
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