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Impact Assessment of SME Foundation’s Activities 

Executive Summary 

Realizing the potential role of SMEs to enhance growth and poverty alleviation in the country, in 2007 the 

SME foundation was formed with a vision of becoming the one-window service delivery center for all 

small and medium enterprise. Since then the Foundation is working as a facilitator for improving the 

performance of SMEs. This study assesses Foundation’s institutional performance towards the 

development of SMEs. A mix method of both qualitative and quantitative approaches is adopted for 

evaluating the activities of SMEF. The evaluation is carried out using available information and surveying 

a sample of SMEs. For the analysis of firm data, standard econometrics tools are used keeping the overall 

scope and objectives of the study in mind. In total 526 enterprises were interviewed through the 

questionnaire survey. The enterprises were selected from 10 districts across 6 divisions of Bangladesh.  

The Foundation operates through eight different wings for carrying out its administrative activities and 

implementing the strategies. These wings are: (i) Business Support Service (ii) Finance and Credit; (iii) 

Human Resource Development (iv) Women Entrepreneurship Development (v) Research and Policy 

advocacy (vi) Access to Technology (vii) Access to Information and (viii) General Administration. This 

study takes the approach of evaluating Foundation through assessing the activities of its different wings 

separately based on information made available to BIDS research team.  

The Wings are so far performing their duties according to their mandates. The Credit wholesale program 

of the Finance and Credit wing is one of the important activities of the SME Foundation. SME 

Foundation has taken credit wholesaling program as pilot scheme with its own fund. It provides the SME 

entrepreneurs collateral free loan at 9% interest rate. As on 20 April 2017, BDT 575 million has been 

disbursed to 1200 micro & small enterprises among which 450 are woman entrepreneurs through this 

program. Respondent entrepreneurs reported that access to CWS credit facility is easier compared to other 

credit sources. However, in terms of the disbursed amount in the last five years, the CWS program 

contributes only 6 percent (7 lacks 32 thousand BDT on average per firm) of the credit, whereas the main 

source of credit for the SMEs come from personal savings (49.5%). The findings state that about 73 

percent of the enterprises used the credit money to increase their working capital base. When asked about 

the negative side of the CWS program, almost 41 percent said that the amount of loan offered under the 

program is not adequate. 

The Human Resource Development (HRD) wing organizes training programs with public-private 

partnership approach to enhance the skill of SME entrepreneurs. While it conducted 18 training programs 

in 2009-10, the number of programs increased to 85 in 2015-16. In the initial years most of the trainings 
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provided by SMEF were more supply-driven than demand-driven as evidenced by the discontinuation of 

many of the initial trainings. There is ample room for redesigning, unifying and standardizing the training 

curricula. On completion of each training course participants’ evaluation and trainers’ findings may be 

taken into account in recommending change and improvement in the next course. Implementation of 

SMEF training courses are fully dependent on external experts which is detrimental to smooth 

functioning of the training programs especially in terms of ownership, credibility and excellence. This 

leads to the need for owning at least two expert trainers in entrepreneurship development and business 

management by SMEF. 

The Access to Technology wing is an integral part of the technology-based training programs offered by 

the Foundation. Before providing the training programs, this wing finds out the latest available and 

suitable technologies for SMEs to enhance their productivity and efficiency. To name a few technologies 

based training programs offered by them are-Environment Management System, Energy Management 

System, Footwear design, Mould/ dye design etc. Currently this wing is actively pursuing the issue of 

food safety and trying to develop a mechanism to ensure that the food products supplied by the SMEs 

satisfy a certain standard. However, the coverage and scope of activities of this wing needs to be 

enhanced considering huge demand for such services. 

Access to Information wing works to provide updated information and data through its own web portal 

(http://www.smef.org.bd) to the stakeholders. It also helps SME associations to develop their own website 

and facilitates e-commerce. However, a complete database of SMEs is yet a far-reaching objective on 

which the Foundation could focus on.  

The Women Entrepreneurship Development wing works to bring the women entrepreneur to main stream 

development process. It provides “National Women Entrepreneur Award” to encourage the women 

entrepreneurs who stand out in the peer group. It also organizes “Matchmaking fair” where budding 

women entrepreneurs are introduced with potential buyers. Starting from organizing business plan 

competition to organizing SME fair, a variety of activities are carried out by the Business Support Service 

wing. This study finds that there is very limited variation in businesses especially for women 

entrepreneurs. Women tend to follow their peers. Women entrepreneurs are mostly engaged in the 

business of fashion and boutique house (around 50%) and in case of services, beauty parlor services 

(71%) occupy the leading position. This tendency may create the problem of excess supply, especially in 

case of services (for example, too many beauty parlors in the same area). Moreover lacks in marketing 

strategy and networking may make it difficult to sell goods when there is over supply. Though the 

number of women entrepreneurs is rising, most of the women consider their business environment to be 

challenging and in some cases even hostile. Starting a business appears to be very difficult for women 
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especially due to lack of start-up capital. Finding the right contacts is also a big problem. Other challenges 

faced by women entrepreneurs include lack in self-confidence, difficulties to combine home and work 

life, lower access to business related information etc. Though women entrepreneurs face various 

constraints to start or to run a business, 99% of them have agreed that their profession has made them 

more empowered both in family and in the society. Although SMEF has promised to perform diverse 

activities for women entrepreneurs, only few of the activities are undertaken prominently, such as 

providing training and organizing trade fairs. Initiatives of SMEF for development of women 

entrepreneurship have some noble objectives. However, the activities to achieve those objectives appear 

to be less coordinated. 

The Research wing of the Foundation has three strings: Research, policy advocacy and cluster 

development. The primary goal of this wing is to conduct studies on different SME Sectors. The wing 

also publishes a Journal on annual basis focusing various dimensions of SME development. So far the 

research wing has conducted seven (7) sectoral studies. However, it is important for the foundation to 

delineate a clear strategy of using research in their plan of actions and strategies towards SMEs 

development. Even based on the findings, the Foundation can provide policy guidelines to respective 

government agencies. To identify the key research areas, SMEF may organize yearly workshops with 

different research organizations and business chambers. The policy advocacy string facilitates new 

policies in order to tackle unmet and emerging need of the SMEs. Specifically, for the last couple of years 

this wing has been providing recommendations on Tax & VAT regime to the National Board of Revenue 

(NBR) for ensuring SME-friendly Tax/VAT policy. The Cluster development string conducted SME 

cluster mapping study and identified 177 MSME clusters throughout the country. It published a report 

which identifies the favorable and unfavorable conditions of enterprises within a cluster using SWOT 

(Strength, Weakness, Opportunities and Threats) analysis  

Overall, the interventions of the Foundations generate positive benefit to SMEs. Comparing the 

performance and productivity of the firms, we find that on average the beneficiary firms are generating 

more revenues than that of the non-beneficiary firms. Similar inference can be drawn when profit of the 

firm is considered as the outcome. We see that for the log of profit the difference between beneficiary and 

non-beneficiary firms is statistically significant implying that the firms which have received any sort of 

services from the Foundation is making more profit compared to the firms of similar characteristics but 

did not receive any intervention from SMEF. This justifies to scale up activities of SME Foundation at a 

greater scale. 

However, the study reveals that the Foundation has been facing shortage of fund for running many of its 

mandated activities in a large scale. It runs on interest accrual of an initial endowment of Tk. 200 crore 
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provided by the government. It appears that the total income of the Foundation over the last five years has 

annually declined by 0.74% (due to interest rate variations) relative to the expenditure which has annually 

increased by 12%. The overall net income also declined by 13.5% in the last five years. The study also 

reveals that the overall income earned from both regional and national fairs was BDT2.88 million in 2011 

which has declined to BDT0.53 million in 2016 (30th June). During this time period, the overall income 

earned from these fairs is estimated to have annually declined by 24.6%. Most of the entrepreneurs 

attending both national and regional fairs were benefitted from marketing advantages (90.60%), followed 

by increased sales/order amount (82.91%) and networking (75.21%). However, the lack of adequate 

advertising/campaigning, the low probability of customers visiting the fair, high participation fee, poor 

management and security measures as well as an unsuitable time of fair organization were some of the 

weaknesses reported by the respondents 

To make the Foundation more dynamic and transform it into a knowledge-based institution, an 

organizational restructuring might be useful. In this study we have provided a guideline on administrative 

restructuring. Apart from that, some initiatives can be taken to strengthen the Foundation. For instance, a 

long-standing full-pledged One-Stop service center can be established at the Foundation. It is also 

important to strengthen the activities and roles of Policy Advocacy and Research Wing. It is also 

observed weaknesses in regular updating of SME directory, periodic publication of SME statistics 

(yearly/half yearly), opening-up data base of SMEF-sponsored surveys, updating of women entrepreneur 

database etc. So, initiatives on these aspects would help strengthen the Foundation towards the 

development of SMEs. Business support service needs to be decentralized, at least with the help of 

BSCIC facilities if BSCIC agrees. The shortcoming of the CWS program is the inadequacy of fund. To 

broaden the coverage of the program, the Foundation may be engaged effectively with Bangladesh Bank 

to bring CWS under the refinancing scheme of Bangladesh Bank. Besides, having almost one third vacant 

posts is against the dynamism of the Foundation and quick actions should be taken to fill up the post so 

that it can work with full capacity. 

 


