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The Business Environment and the Role of Supporting and Regulatory
Institutions: An Assessment of a District Town in Bangladesh 

FOREWORD

Economic growth in Bangladesh has benefited from two decades of liberalization
policies that aimed to increase private sector activity.  While reforms have eased
licensing and regulatory burdens, particularly for the export sector, the domestic
private sector continues to face formidable challenges to growth.  This is particu-
larly the case for small enterprises that account for the bulk of private business in
Bangladesh.  Weaknesses in financial markets, burdensome regulation, and prohib-
itive policies create market distortions that reduce local competitiveness.  The
combined effect of poor infrastructure, weak public service delivery, corruption,
and security concerns constrain the ability of businesses to function efficiently.
While many businesses depend on patronage links to survive, small business owners
typically lack the resources and political connections to combat regulatory and
informal barriers to business. As a result, a weak enabling environment imposes
disproportionately greater constraints to small business growth. 

Many programs have been undertaken to assist the small and mediumenterprise
(SME) sector in Bangladesh, the majority of which have focused on larger,
export-oriented businesses or home-based micro-entrepreneurs.  To date, studies
on SMEs have tended to focus on a particular sector or size of firm.  The research
summarized in this report was designed to complement current understanding of
the business environment in Bangladesh by examining commercial economic
activity in a medium-size town. The findings challenge some established notions.
For example, is the government definition of SMEs adequate to cover the bulk of
the economy?  Do law and order problems and corruption pose as serious a con-
straint to small business growth as is often perceived?  We hope these findings will
contribute to dialogue and debate on the policy environment for private sector
development in Bangladesh and inform the strategies of Government and other
development partners.

The Mymensingh study and the recommendations that flow from it reflect The
Asia Foundation’s commitment to support private-sector led growth by easing 



10 | The Business Environment and the Role of Supporting and Regulatory Institutions

policy constraints that affect the enabling environment and mobilizing domestic
constituencies for reform from the private sector, civil society, and government.
The Foundation implements economic reform and development programs across
Asia that work to eliminate obstacles to economic growth, improve market 
competitiveness, foster entrepreneurship, and attract investment.   These programs
fall broadly in the areas of: supporting private sector development (with a particular
emphasis on SMEs); improving and reforming corporate governance practices;
increasing the use of eCommerce; and strengthening regional and international
trade and investment.

This study builds upon The Asia Foundation’s innovative SME activities in other
countries.  With funding from USAID in Indonesia, The Foundation has been
working with a network of local associations of small businesses to improve the
regulatory environment by removing barriers to growth.  The experience there
demonstrated the importance of conducting preliminary diagnostic research to
identify the most critical disincentives to growth and to map the relationships
between the private and public sectors as a means of determining potential future
engagement on reform initiatives.  This research in Bangladesh and similar activities
in Cambodia, East Timor, Mongolia, Sri Lanka and Vietnam take advantage of
the Foundation’s extensive network of country offices and local relationships to
take lessons learned in one country and adapt, rather than replicate, them to the
unique country contexts elsewhere.  The implementation of this research was
facilitated by the Foundation’s past work in Bangladesh on economic reform issues
with a wide range of academic and private sector partners.

To develop and adapt this research project in a manner that took full account of
local conditions and past work on related issues, The Asia Foundation was fortu-
nate to collaborate with Data International Ltd., a leading research institute with a
long track record of SME-related work in Bangladesh.  Established in 1991, Data
International has conducted dozens of research, qualitative analysis, and other
assignments in the fields of trade and industry, health economics, and education.
This study adds to a long list of SME-related studies Data International has been
associated with since its inception in 1991.  Aside from research in the area of
industry and trade, Data International has worked in the areas of education,
health economics and rural energy.
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We look forward to building on the results and recommendations of the
Mymensingh study through support for activities that will strengthen the 
policy environment for SME development.

Kim McQuay
Representative
The Asia Foundation, Bangladesh 
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EXECUTIVE SUMMARY 

The crucial role of small and medium enterprises (SMEs) in job creation and
poverty reduction is widely acknowledged, and has received considerable govern-
ment and donor attention in recent times in Bangladesh. To understand how best
to maximize these benefits in Bangladesh, a number of sectoral studies have been
undertaken to identify constraints and opportunities to enterprise development.
These studies have tended to focus on constraints specific to a sector, whether in
terms of product or enterprise size, and have contributed to a better understanding
of the structure and performance of Bangladeshi enterprises. Yet it is widely recog-
nized that Bangladesh is a high-cost environment for the private sector regardless
of sector or enterprise size.

The Asia Foundation commissioned this study to focus directly on factors in the
broader business environment that impede the private sector from reaching its full
potential as a dynamic source of job creation, economic growth, and poverty
reduction. To examine how the private sector, particularly SMEs, experience the
business environment, this study examines all types of businesses within a specific
geographical and administrative area: the district town of Mymensingh. 

The three main objectives of the research were: to provide a detailed portrait of
private sector activity in a secondary city in Bangladesh; to identify the most
important impediments to local economic growth; and to understand what networks
of relationships businesses, business associations, and government agents use to
address those concerns. Because of special interest in the concerns specific to
women-owned businesses, the general survey was supplemented by additional
coverage of these firms to ensure that the data set would allow more detailed
investigation into their situation.

The study was designed to gather primary information through a three-pronged
approach. The first step involved conducting a census of business establishments
that were located within the borders of the Mymensingh municipality, as no such
comprehensive listing or database existed. The second step was to solicit more
detailed information from a random sample of firms using a structured question-
naire. The third approach collected qualitative data regarding the constraints and
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opportunities of doing business in Mymensingh through a series of focus group
discussions (FGD). 

The census activity compiled a listing of all manufacturing and service related
units operating from a fixed location within Mymensingh town, not including
home-based workers. It also provided a distribution of enterprises by employment
size, product type according to BSIC Code, and gender of owner. This data 
provided a basis for the survey sample. A simple random sampling method was
followed for the survey. Of 7,491 enterprises (excluding women entrepreneurs)
identified by the census, 380 enterprises were selected by using computer-generated
random numbers. Similarly, a random sample of 50 women-owned businesses was
drawn from the population of 70 women-owned firms identified by the sample.
Combined, a total of 430 firms were surveyed. 

A Brief Description of the Business Community in Mymensingh 

According to the census, there are 7,561 business establishments in Mymensingh
town catering to its roughly 320,000 inhabitants. The vast majority of these enter-
prises (89.4%) are in the service sector. Retail grocery and general stores are the
single largest category of firms, accounting for 12.4% of all firms in the service
sector. Retail sellers of pharmaceutical and medical goods (11.4%) and textiles,
clothing and leather goods (9.0%) are the next most common types of firms in
this sector. With less than a third of all firms falling into the three largest cate-
gories, there is considerable diversity in the service sector. 

Although the manufacturing sector accounts for only about 10.6% of all firms,
these firms are larger, on average, than firms in the service sector. As a result, the
simple count of these firms understates their importance to the local economy. In
terms of share of the labor force, more than 16% of all workers are employed in
the manufacturing sector. Within the manufacturing sector, the 171 firms producing
jewelry and related materials account for more than 20% of all manufacturing
firms. Firms producing wooden furniture and fixtures (18.5%) and rice millers
(13.9%) also represent significant manufacturing categories in terms of the number
of firms.  With more than half of all firms falling into the three largest categories,
the manufacturing sector appears to be more concentrated than the service sector.
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Women-owned businesses (WOBs) account for less than 1% of total businesses.
Only three (4.3%) of the 70 WOBs in Mymensingh were in the manufacturing
sector, roughly one-third the level found in the general population of firms
(10.6%). Akin to the overall sample, the distribution of women-owned enterprises
suggests that managing retail grocery stores and drug stores are more common
than any other business. In many cases, women provide the capital for the busi-
ness but the detailed survey conducted found that about half of all reported
WOBs are actually managed and operated by the male members of the female
owner’s family. 

The survey revealed that a significant proportion of firms were started very recently.
Roughly 28% of all businesses began operations in the past three years (i.e., since
2000). Another 46% were established sometime during the period 1991-2000.
This proportion of young firms suggests that barriers to entry cannot be too high.
With only one year of data, it is not clear whether the pace of new business 
creation is accelerating, stable or declining; nor is it possible to determine the pace
of exit. The data do seem to suggest, however, that there is significant exit (other-
wise the business community would be growing by roughly 10% per year, and this
is not easily reconciled with other perceptions regarding growth in the city). If one
takes into account the number of workers in each firm, it appears that the new
firms tend to be slightly smaller than the firms that have survived a longer period.
Firms created during the past three years account for 24% of the workforce, while
representing 28% of all firms.

The median enterprise in Mymensingh operates 310 days a year and 12.5 hours
on average per day. About 97% of the business establishments are registered as sole
proprietorships. It should be noted, however, that many single owner units are
family-based operations. Hence, they are effectively partnership businesses with
the status of a proprietorship on paper.

The survey found that the vast majority of enterprises operating in Mymensingh
town are very small, in fact, even smaller than the official SME definition of 10 to
99 workers. The average size of employment is 2.5 persons. Only about 2% of
enterprises employ over 10 workers (i.e. officially defined as SMEs), while owner-
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operated, one-person establishments constitute more than one-third of all units.
However, a closer inspection of the data suggests that SMEs may be more important
than is implied by the data, as they account for 12.6% of the workforce. It is also
possible that larger enterprises operate in outer districts rather than in the town of
Mymensingh where the survey was conducted. Further, the official cut-off of 10
employees may be misleading in the sense that it suggests that micro-enterprises
dominate Mymensingh. But while Bangladesh is well served by microfinance insti-
tutions, it is not clear whether many of these urban enterprises, despite their small
labor payrolls, would qualify for microcredit. In fact, the research demonstrated
that very few have ever participated in such schemes. As a result, these firms may
face unique credit constraints, as they exist in limbo between an official designation
as an SME and unofficial recognition as a microenterprise. For the purpose of this
study, we have chosen to divide the population of firms into three size categories:
SMEs (10-100 employees); very small businesses (VSBs, with 3-9 employees); and
microenterprises (1-2 employees). Microenterprises, defined in this manner, still
account for roughly two-thirds of all firms and 40% of all employees. VSBs
account for 31% of all firms and 47.5% of all employees, while SMEs account for
2% and 12.5%, respectively.

In most cases, either the owner (71.2%) or a member of his/her family (19%) was
interviewed. The average respondent is around 36 years old with about nine years
of formal schooling. The median age of the male entrepreneur is 34 years while
that of his female cohort is 36 years. 

About 84% of the businesses were established by the current owners, while 12%
were inherited. Over 90% of the businesses finance activities from their own
resources or savings, while reliance on formal lending institutions is insignificant.
Further insights into the role of the financial sector are given under the discussion
of impediments to growth. Average monthly sales are about Taka 86,908, of which
over 90% are sold on cash. 

While enterprises generally do not maintain records of their customers’ identities,
survey respondents indicated that roughly three-fourths of customers are from
within Mymensingh town. Entrepreneurs believe that almost one-fifth of their
customers are from outside the municipality area but from within the district of
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Mymensingh. In short, businesses view that demand for their product or services
are derived from the local population and from the adjacent areas.

A Financial Description of Firms in Mymensingh

Respondents were asked to provide detailed breakdown of costs. Costs were broken
down into: (a) operating costs, and (b) non-operational costs, which included
rents, interest, utilities. Also included under non-operational costs is “facilitation
expense”. Alternatively this can be termed as unofficial payments to avoid harass-
ment or expedite a service, often from a public authority. Monthly average raw
material costs for manufacturing is higher (Taka 82,720) compared to service sector
units. On average, nearly 9% of the sales are made on credit. 

Value Added (VA) is defined as the difference between total revenue and all vari-
able and fixed costs excluding labor cost. VA includes labor costs plus profit to the
entrepreneur. Since ascertaining profit from labor contributions in this type of
activity is difficult, estimation of VA is an appropriate option. Earnings per day is
another indicator of the rates of return from labor. Comparison of this estimate
with the prevailing farm and non-farm daily wages of the locality is a good indicator
of the attractiveness of a particular occupation. Average net earnings per day have
been estimated by dividing VA by person days of paid and unpaid labor. 

From the revenue and cost estimates, economic and financial returns for the enter-
prises have been attempted. Net Value Added (NVA) in terms of investment yield
a return of 15%, with manufacturing demonstrating a relatively higher return
(20%) compared to the service sector (14%). NVA includes profit, wages and
shadow wage for unpaid family labor. Annual average NVA for the manufacturing
units is significantly higher (Taka 431,644) compared to the service sector (Taka
191,566,). Per day earnings are around Taka 209 for an average entrepreneur of
Mymensingh town. This translates into Taka 5,434 monthly based on 26 working
days earnings. Net profit estimates have been attempted under various assumptions
regarding depreciation rates and financial cost of capital. Businesses make a modest
net profit as a ratio of investment or revenue — around 2% for the overall sample;
1.5% and 4% for the service and manufacturing sectors respectively. 
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Impediments to Growth in the Business Environment

Poor governance and corruption is endemic to Bangladesh. Throughout the coun-
try, entrepreneurs must deal with bribery, illegal tolls, kickbacks, and the need to
draw on professional or political influence to establish or operate a business. The
laws and regulations that govern business are out of date, inadequate and/or inef-
fective in dealing with the business world today. Allegations that entrepreneurs
have to make informal payments in whatever dealings they have with public sector
officials are widespread. Coupled with the time required to obtain basic services,
these practices make running a business unneccessarily expensive. However, rent-
seeking behavior of public sector officials is dependent on the collusive behavior of
the entrepreneurs themselves. Secondary sources indicate that tax evasion and loan
default are prevalent. Entrepreneurs come to an understanding with the relevant
officials; they pay the authorities less than what is due and an unofficial%age ends
up in the concerned officials’ pockets. Another manifestation of the poor governance
syndrome is that entrepreneurs must keep local mastaans (hoodlums) “happy” in
order to open a business and/or stay in business. 

Law and Order. Unlike their counterparts in Dhaka, entrepreneurs of Mymensingh
town appear to have better experiences with respect to the impact of the law and
order situation on their businesses. Almost two-thirds — both male and female —
reported that security services (public and private) were satisfactory. The vast
majority also agreed that the overall law and order situation was good and that
entrepreneurs could operate their businesses without too much interference from
criminal elements. This perception of the law and order situation is undoubtedly
better than perceptions reported in the major cities of Dhaka or Chittagong.

Nonetheless, security concerns represent a significant problem for many businesses
in Mymensingh. One-third of responding firms indicated that public and private
security services are unsatisfactory. In a ranking of factors likely to enhance busi-
ness conditions, improvements in “crime, theft and disorder” were ranked fifth in
importance out of 18 categories. Moreover, discussions with female entrepreneurs
revealed that they faced harassment from their male counterparts and customers.
Women business owners experienced extortion and tolls at roughly twice the fre-
quency as their male counterparts. Further, 93% of women entrepreneurs believe
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that one reason there are not more WOBs is because women feel unsafe having 
a shop.

Regulatory Burden. It is conventional wisdom in Bangladesh that registration and
licensing procedures (such as trade licenses, VAT registration, and Tax Identification
Number) for entrepreneurs are complex, requiring considerable time and paperwork.
These procedures frequently do not discriminate between size categories of enter-
prises, thereby imposing a proportionately greater regulatory burden on SMEs. 

But while the procedures appear cumbersome, the data from this survey suggest
that these issues may not be as prohibitive as is generally thought at least for smaller
businesses. For example, of the 259 firms that obtained an operating license, the
average wait was only four days. In the ranking of problems, business licensing
and operating permits ranked only 11th out of 18 categories, and company regis-
tration ranked 18th. In part, this may be due to the small number of firms
required to register with the Registrar of Joint Stock Companies. Even tax rates
and administration, when separated from issues of corruption, ranked only 10th. 

While the time and financial costs associated with obtaining formal legal standing
do not appear to be a critical problem, the cost of complying with other regulatory
requirements appears to be a more serious concern. The discretionary powers of
“inspectors” of the various governmental agencies are broad, creating opportunities
for rent-seeking and collusive behavior. Corruption ranks as the 4th most important
constraint to growth. Inspections from the labor office were cited as a concern,
with at one extreme, a firm reporting 52 visits from the labor inspector. However,
the most common regulatory visitors are the income tax collectors, municipality
officials, and VAT authorities. The average length of such visits is just under half
an hour, with some tax authorities extending their visits to two hours. Large enter-
prises report significant additional problems related to payment of the VAT. But
smaller businesses pay a higher percentage of profits in unofficial fees. 

The problems related to the administration of the tax code and other regulations
also appear to hit women business owners harder than their male counterparts. For
women, the perceived threat from tax authorities was a more significant disincen-
tive to expansion, ranking 3rd, while for men this problem was ranked 5th.
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Physical Infrastructure. Waste disposal, sewerage, and poor road conditions are the
most commonly cited infrastructural constraints. Almost 40% of respondents are
highly dissatisfied with the waste disposal services, 36% cite poor sewerage manage-
ment as a serious problem, and one out of three reported poor roads as a serious
problem. The much cited power problem in large-city and industrial areas is less
of a concern in mid-size towns like Mymensingh, which are dominated by very
small service-oriented enterprises. Only 2% reported power as a constraint, but this
may reflect the ease of self-providing electricity through generators when necessary.

An overview of the local government’s annual budget outlays and receipts suggest
that per capita allocation is meager for Mymensingh. The local budget per capita
is Taka112 (approximately $1.93) per person per annum while the central govern-
ment budget per capita is Taka 3,307. While over 80% of local government budget
is apportioned to salaries and other administrative costs, only 15% is used for
development purposes. As is evident, the local government has access to very
limited resources. Businesses therefore cannot expect significant assistance from
the local government in improving roads, telephone and other supporting facilities.
Focus group discussions indicated that many informal business associations, or
samities (local or sector-based associations of businesses in local markets) provide
waste disposal services to their members.

Business Development Services. The Bangladesh government, and a number of
donors, offer a variety of subsidized management, technical, or vocational training
commonly referred to as business development services (BDS), not just in
Bangladesh, but also throughout the developing world. One consequence is that
the number of private sector BDS providers is often relatively low. Recent studies
indicate an inconsistency between available BDS and the types of BDS actually
desired by entrepreneurs, resulting in underutilization and ineffectiveness of BDS
programs.  Smaller entrepreneurs’ interest in accessing BDS appears to be negligible.
In addition, smaller businesses and businesses with low growth rate are less likely
to seek BDS opportunities — the implication being clear in an industrial sector
dominated by small scale industries that subsist on marginal profits. 

This description seems generally relevant for Mymensingh, where approximately
99% of business owners have never participated in any form of BDS. When asked
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to identify the main barriers to business expansion, training-related limitations
(e.g., lack of education, skills) was ranked 6th out of 10 possible problems.

Credit. The issue of credit as a problem for small businesses needs to be addressed
carefully. A poorly phrased question can easily yield the predictable result that
firms would like more loans, cheaper loans, with less collateral. In Mymensingh,
the survey yielded mixed information regarding the importance of credit. It
demonstrated quite clearly that the formal banking system is not an important
source of start-up capital — more than 95% of all firms used personal savings and
loans from friends and family to start the business, while not one firm had used a
formal bank. More than two-thirds of all respondents strongly agree that they were
not interested in taking a loan because the profit would not justify the current
interest rate. Three out of five strongly agree that they do not want a loan because
it is not currently required.

At the same time, a number of responses suggest that limited access to credit is a
major concern for small businesses in Mymensingh. Access to credit is limited
since almost all formal financing institutions require collateral in the form of fixed
assets. More than 60% of small businesses have applied for a loan, of which
roughly half were rejected at least partly because of the lack of collateral (it is 
difficult to assess how binding this constraint is, as many respondents cited mul-
tiple reasons for not receiving credit, including outstanding loans). Both male
and female respondents cited collateral requirements as the single most important
barrier to expansion. 

More formal mechanisms become slightly more important as sources of working
capital. Two percent of firms accessed formal banks, and 4% utilized supplier
credit.  Focus group discussions also indicated that the complexity of borrowing
procedures, requiring time to apply and be approved, posed a significant barrier to
using formal credit institutions.

Like their male counterparts, the vast majority of female entrepreneurs rely on 
personal resources or savings to start up and operate a business rather than on any
external sources. Of the women entrepreneurs who have obtained credit from either
formal or non-formal credit institutions, over three-quarters required a signature
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from another family member to access that credit. As traditionally women are less
encouraged to initiate a business enterprise and may even encounter resistance from
the family, this requirement poses an additional barrier to them.

Some samities have activities that address credit constraints, such as revolving
credit circles and emergency loans. These loans are provided with an interest rate,
and the borrowers’ standing in the community may address some of the risk
concerns collateral is meant to allay. 

Women-Owned Businesses. Not surprisingly given cultural barriers in Bangladesh,
there are only a few women-owned enterprises in Mymensingh town. As has been
mentioned, only a handful of these are actually operated or managed by women
entrepreneurs. One possibility may be that these businesses are registered in the
names of the female family members of the “real owners” for taxation or other
purposes. Another possibility may be that while the women are the real owners,
the cultural context may make it less problematic to have a male family member
assume the day-to-day operation of the public aspects of the business. At least
29% of the women-operated enterprises remain unregistered. 

Women entrepreneurs also face additional problems that relate to gender. A signif-
icant number reported that business associations do not welcome their membership.
This hostility is not confined to the public market place; considerable impediments
exist at home as well. Family disapproval ranked second to access to capital among
barriers to women going into business. 

The structured questionnaire explored the reasons that the number of women
entrepreneurs did not increase at a higher rate. Again, access to capital emerges as
the most significant problem for entrepreneurs with 90% of the women entrepre-
neurs strongly agreeing with this as the reason more women do not own businesses. 

Business Relationships with Local Business Associations and Government

Fewer than 15 business associations were identified in Mymensingh, compared to
36 individual market samities. Most formal district-level business associations
appear to be weak and ineffective, and respondents identified samities as more
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active in dealing on behalf of businesses with government, security, and market
issues. 

Of the enterprises surveyed, only 4.7% were members of formal trade or business
associations. However, more than 24.4% were associated with some type of samity,
and more than 80% of these pay a monthly membership fee. Samities are generally
not seen as representing a sectoral interest, but despite their less-than-formal status,
market samities can be a significant source of information, as well as a potential
partner in development. 

These samities have evolved as alternative mechanisms to formal business support
structures that exist but are inactive or ineffective. The majority of samities deal
with problems related to law and order and the day-to-day operations of the market
places. A major reason groups of small businesses created these samities was to
deal with illegal toll collection by mastaans or harassment by public officials.
Entrepreneurs perceive samities as being significantly more effective as business
support bodies compared to the local chamber.

However, samities do operate under certain limitations. The large majority of the
samity members fall under the small and very small size class of businesses. The
time, effort, and resources they are able to allocate to the samities/associations are
therefore very limited, no matter how enthusiastic the entrepreneurs may be. As
has been mentioned, the samities evolved as a response to certain constraints
encountered by the entrepreneurs. Hence, none of these samities have developed
future plans or visions. 

The chamber is geared toward the larger and more formal business sector. With
400 members, the chamber can hardly be said to be representative of the business
class of Mymensingh town. Discussions with the chamber members revealed their
dissatisfaction with the behavior and performance of the samities. The chamber’s
view is that the samities could very well obtain membership with the chamber as a
collective body instead of having individual members, thereby reducing costs to
themselves and gaining in influence. However, the samities only obtained mem-
bership when they needed the chamber’s assistance or influence on selected issues
and once the issue was resolved, did not bother to remain with the chamber. 



36 | The Business Environment and the Role of Supporting and Regulatory Institutions

There appears to be a communication gap between the samities and the chamber
— a gap that neither side acknowledges or thinks of bridging. However, in their
own ways, both these mechanisms can facilitate the creation of a business-friendly
environment and are capable of working together when the need arises. Recently,
the chamber and the samities collaborated in a protest against the 15% VAT legis-
lation. Collectively they held rallies and meetings and met with local government
officials to discuss solutions that both parties could be comfortable with. The issue
of VAT is still pending, but both the samities and the chamber communicated
that they feel that they have been able to make a positive impact with the govern-
ment on this issue. 

Although the market samities are increasingly proving to be relatively more effective
than the chamber in dealing with the problems of the small entrepreneurs, by their
very nature, these organizations are crisis-driven and at present capable of only very
limited actions and activities. The chamber, by contrast, is more influential as a 
policy advocacy medium but is not geared to cater to the individual smaller entre-
preneurs. Both sides express clear and direct reservations regarding the methods
and efficacies of the other. Yet, they are capable of collaborating successfully.
Building stronger linkages between the two on common issues would facilitate
improvement of the overall business environment. 
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Conclusions  

The most important conclusions relate to the general policy environment. Entry
for new businesses does not appear to be difficult, as evidenced by the large num-
ber of new firms and the responses indicating that official licensing requirements
are not unreasonable. However, the other aspects of the regulatory environment,
particularly labor laws, may not be appropriate to small enterprises and inspectors
or tax collectors have discretionary powers that offer opportunities for costly unof-
ficial fees and inconvenient visits, with implications for efficiency and profitability. 

The physical environment, especially waste, sewerage and roads, represent signifi-
cant constraints for business expansion, but local governments have extremely
limited resources to address these concerns. Significantly, basic services are identi-
fied as a more serious constraint than credit or lack of business services or skills.

Formal business associations appear poorly positioned to represent the interests of
the broader business community, as membership includes less than 5% of firms in
Mymensingh. Those firms that are members, moreover, tend to be larger, more
established firms that do not represent the broad business sector. Samities appear
to be the preferred forum for businesses to overcome certain concerns, including
security and credit. Samities, with membership almost five times higher (24.4%)
than that of formal associations, fulfill many functions normally provided by
governments and chambers, such as providing a forum for businesses to raise
concerns and to seek forms of redress. However many of these public goods are
hard for businesses to provide independently. There is also the concern that
samities are not automatically obliged to accept new members and provide the
most basic services. Increased dialogue between business associations and samities
and between samities and local government is desirable. 

Women-owned businesses represent a very small share of the total community and
presumably there is a loss to the economy of excluding so many potential entre-
preneurs. While their profile is not all that different from businesses owned by
men, it is clear that women business owners face additional constraints, and that
prospective women entrepreneurs face additional constraints both at home and in
the marketplace. 
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The findings of this study seem quite different compared to what entrepreneurs
experience in the major cities, such as Dhaka city, or when broad sectors are exam-
ined. Average firm size is much smaller than the government definition of SMEs
(only 2% of businesses have more than 10 employees). Government policies that
provide special privileges for SMEs therefore may in fact may be subsidizing the
larger businesses. Accordingly, this study cast doubt over the relevance of existing
regulatory policies, supporting institutions, and intervention strategies for enterprise
development in the context of secondary towns in Bangladesh. The likelihood that
the best-known formal institutions, such as formal banks, formal business associa-
tions, and even formal BDS delivery programs, can address the needs of a private
sector characterized to such an extent by small and very small businesses seems
remote. Our findings suggest that a different mix of approaches and strategies are
essential for enterprise development in mid-size towns like Mymensingh. 
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The Enabling Environment for SMEs in Bangladesh: A Case Study 

I. Introduction

1.1 Background to the Study

The crucial role of small and medium enterprises (SMEs) in job creation and
poverty reduction is widely acknowledged, and has received considerable govern-
ment and donor attention in Bangladesh in recent times. To understand how best
to maximize these benefits in Bangladesh, a number of sectoral studies have been
undertaken to identify constraints and opportunities to enterprise development.
These studies have tended to focus on constraints specific to a sector, whether in
terms of product or enterprise size, and have contributed toward a better under-
standing of the structure and performance of Bangladeshi enterprises. Yet it is
widely recognized that Bangladesh is a high-cost environment for the private sec-
tor regardless of sector or enterprise size.

The Bangladesh Bureau of Statistics (BBS) undertakes periodic Economic Census
and manufacturing sector surveys that attempt to cover all fixed business establish-
ments across the country. While potentially a useful exercise, these surveys have
made limited contributions towards understanding enterprise development for a
number of reasons, including: (a) very limited level of information collected on
enterprises; (b) long delays in completing the surveys (the Economic Survey 2000
is not yet finished); and (c) difficulties in accessing the databases by non-govern-
ment groups. All of these issues have compromised the usefulness of the BBS 
business-related surveys. 

The Asia Foundation commissioned this study to focus directly on factors in the
broader business environment that impede the private sector from reaching its full
potential as a dynamic source of job creation and economic growth. To examine
how the private sector, particularly SMEs, experience the business environment,
this study examines all types of businesses within a specific geographical or
administrative area. 
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The district town of Mymensingh was selected for the study for a number of
reasons. First, Mymensingh is an old town with strong linkages with the smaller
towns and the rural community of the district. Second, the size and characteristics
of the town are representative of a typical district headquarter town. Third, its
proximity to Dhaka allowed the research team to conduct more extensive research,
including both focus group discussions and return visits to firms included in the
survey, than would have been possible in a remote location, and enabled staff from
The Asia Foundation to be more deeply engaged in the actual conduct of the
research activities.

1.2 Objective

The three main objectives of the research were: (a) to provide a detailed portrait of
the manufacturing and service sector enterprise activity in a secondary city of
Bangladesh; (b) to identify the most important impediments to local economic
growth; and (c) to understand which networks of relationships businesses, business
associations, and government agents to address those concerns. Because of special
interest in barriers specific to women-owned businesses, the general survey was
supplemented by additional coverage of these firms to ensure that the data set
would allow more detailed investigation into their situation.

1.3 Approach 

The study was designed to generate primary information through a three-pronged
approach. The first step involved conducting a census of business establishments
that were located within the borders of the Mymensingh municipality, as no such
comprehensive listing or database existed. The second step was to solicit more
detailed information from a random sample of firms using a structured question-
naire. The range of information collected in the survey included key economic and
financial indicators including investment, production, employment, and rates of
return in various sub-sectors. The survey also attempted to assess the business and
regulatory climate as well as the respective roles of supporting institutions includ-
ing banks, business associations, and various local government authorities. The
third approach collected qualitative data regarding the constraints and opportuni-
ties of doing business in Mymensingh through a series of focus group discussions
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(FGDs). The FGDs were conducted with men and women entrepreneurs, business
association leaders, and bankers.

1.4 Organization of the report

The paper is divided into seven sections. Following the introduction, Section II
provides a short profile of Mymensingh town. Section III presents a brief
overview of the enabling environment for SMEs in Bangladesh collated from 
secondary data. The findings from the census are presented in Section IV of the
report, while Section V lays out the statistical technique used in selecting the 
sample. The findings of the sample survey are presented in Section VI. Finally,
implications and policy recommendations aimed at improving the enabling envi-
ronment in Mymensingh are presented in Section VII of this report.

The report also has an annex which presents a detailed description of the distribution
of enterprises from the census and the survey by the standardized Base Station
Identity Code (BSIC). 



42 | The Business Environment and the Role of Supporting and Regulatory Institutions

II. A Brief Profile of Mymensingh Town

2.1 Putting Mymensingh Town in Context

There are 64 administrative districts in Bangladesh, each having a pourashava (or
district headquarters).1 The pourashavas have strong administrative, judiciary, and
business linkages with the relatively smaller surrounding towns and the rural areas
of the district, as well as strong commercial, communication, and administrative
linkages with the divisional headquarters and the country’s capital, Dhaka.

Mymensingh town is located approximately 100 kilometers north of Dhaka, and
has been the headquarters of the greater Mymensingh district since the British era.
The district of Mymensingh is a major rice producing area. Situated on the banks
of the river Brahmaputra, Mymensingh town is better known for its educational
institutions — it has a medical college hospital, as well as the country’s only 
agricultural university — than for its commercial activities.

Under this study, fixed business establishments located within the pourashava
boundaries were studied. The municipality covers 21.2 square kilometers, and has
good road connections with Dhaka and a number of other small and mid-size
towns nearby. The total population of the municipality is 316,898, with a density
of 14,595 per kilometer. The literacy rate for males over 7 years of age is 66%, while
the comparable rate for females is 53% (Rahman, Bazlur, et al, 2002).

As an indicator of participation in the democratic process, the citizens of the
municipality were active in their voting behavior in the past national parliamentary
elections as well as in the recent local elections. While the national average partici-
pation rate in the 2001 parliamentary elections was 76%, in Mymensingh town it
was 90% (The Asia Foundation, 2002). Comparable figures in the municipality
elections also reveal higher participation than the national average. 

1 Divisions are the largest administrative unit in Bangladesh. There are six Divisions in Bangladesh, which are 
further sub-divided into Districts (64), Thanas (507) and Unions (4,484). A Union may consist of several villages
(Source: BBS, 2001, Bangladesh Population Census 2001, Preliminary Report). 
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Figure 2.1 presents a comparison between the sectoral breakdown of the national
Gross Domestic Product (GDP) and the sectoral breakdown for Mymensingh 
district for the year 1999-2000 (Rahman, Bazlur, et al. 2002; Bangladesh Bureau
of Statistics 2002). The shares for agriculture (which includes forestry and fish-
eries), the service sector, and “Others” (which includes mining and quarrying 
and the public sector utilities) are similar for both the national and Mymensingh 
district estimates. However, a significant difference exists in the share for the
manufacturing sector, which accounts for 8% of the national GDP, but 
only 1% of the value of economic activity in Mymensingh. 

2.2 Role of Local Government in Creating an Enabling Environment

Resources available to the local government to implement the services it provides
— such as waste disposal and maintaining the sewage system, traffic control,
repair and upkeep of selected roads within the municipality, and street lights —
are very limited. An overview of the local government’s annual budget outlays and
receipts suggest that per capita allocation is meager for Mymensingh (Rahman,
Bazlur, et al. 2002; MOF 2000), translating into roughly Taka 112 (or approxi-
mately $1.932) per person per year while the central government budgetary 
allocation is Taka 3,307 (or approximately $56.99) (Table 2.1). 

Figure 2.1: Sectoral share of GDP: Bangladesh and Mymensingh District
Sources: Bangladesh Bureau of Statistics, 2002; 2000 Statistical Yearbook of Bangladesh, 

Rahman, Bazlur, and Mohammad Abdus Sabur, 2002; and Pourashava Statistical
Yearbook of Bangladesh 1998-99.

2 Using an exchange rate of US$1 = Tk. 58.031
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While over 80% of the local government budget is apportioned to salaries and
other administrative costs, only 15% is used for development purposes. About
three-fourths of revenue source is from local taxes, tolls and fees; the remaining
one-fourth is derived from the central government budget or project loans and
grants. Table 2.2 and Figure 2.2 provide a summary of receipts and expenditure
for fiscal year 1998-99 for Mymensingh pourashava. 

Table 2.1: Per capita allocation of pourashava and national government expenditure, 1998-99
Sources: Local Government Engineering Department (LGED), Pourashava Statistical Yearbook of

Bangladesh 1998-99; Ministry of Finance, GOB, Annual Financial Statement (Budget
Estimate) 1998-99.

3 One lakh equals 100,000
4  Non-development expenditure is from the revenue budget, which pays for the normal functioning 
of the government and is intended to be fully financed from domestically generated sources
5 One crore equals 10,000,000
6 Development expenditure is from the development budget, which is made up of donor aid. It pays for financing 
for projects including investment projects, technical assistance projects, and public sector-funded projects.
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The overview suggests that the local government has access to very limited resources
to bring improvements to the existing infrastructural and communication facilities.
Businesses therefore cannot expect significant assistance from the local government
in improving roads, telephone, and other supporting facilities. The long-term
strategy should be to enhance the resource base of the local government to assist
the business community with improved facilities. In the short and medium term,
local government should lobby for support in this area through national and
donor funded project/grants.

Table 2.2: Local government annual total expenditure, total receipts, 1998-99
Sources: Local Government Engineering Department (LGED), Pourashava Statistical Yearbook of

Bangladesh 1998-99; Ministry of Finance, GOB, Annual Financial Statement (Budget
Estimate) 1998-99.

Figure 2.2: Local government annual total expenditure, total receipts, 1998-99
Sources: Local Government Engineering Department (LGED), Pourashava Statistical Yearbook 

of Bangladesh 1998-99; Ministry of Finance, GOB, Annual Financial Statement (Budget
Estimate) 1998-99.
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III. Overview of the Enabling Environment for SMEs in Bangladesh

3.1 Definition of SMEs and MEs

This section provides an overview of factors affecting the SME sector in Bangladesh
gathered from secondary sources. These factors influenced the design of the survey
but are not intended to provide comprehensive information on the subject.

In Bangladesh, there is considerable ambiguity relating to definition (or classifica-
tion) of enterprises by their size class. In the Industrial Policy 1999, the
Government of Bangladesh (GOB) defines SMEs in terms of employment (10 to
99 workers) as well as investment (up to US$6 million). Currently, the GOB is
considering revising the definition of SMEs. 

Financial institutions encounter practical difficulties in adhering to the dual crite-
ria. Accordingly, they tend to use modified definitions, sometimes opting to use
asset value as the sole criterion (CPD, 2001). Development partners, too, have
used varying definitions. For instance, the Department for International
Development (DFID) defines SMEs as enterprises with 5 to 400 employees, while
the International Finance Corporation (IFC) and the World Bank use different
definitions in different publications. The IFC categorizes enterprises with 50 to
500 employees and with total assets between $250,000 and $10 million as SMEs.
Understandably, the lack of a proper definition of “SME” makes it difficult to 
distinguish between SMEs and enterprises at the two ends of the SME spectrum
— microenterprises and large enterprises (Hossain, 2002).

To circumvent the definitional challenges and limitations (and in the interest of
simplicity), this report classifies three types of enterprises based solely on their
employment characteristics:

· Micro Enterprises (MEs): 1-2 Employees
· Very Small Businesses (VSBs): 3-9 Employees
· Small and Medium Enterprises (SME): 10-100 Employees7 

7 There were no large enterprises (with over 100 employees) within the Mymensingh town limits.
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3.2 Small Businesses in the Bangladesh Economy 

Using the government definition, small and medium enterprises constitute the
dominant source of industrial employment (80%) in Bangladesh. About 90% of
industrial units fall into this category. Of these businesses, more than 50% are
small enterprises that employ less than 20 workers. SMEs are further estimated to
contribute 40% of total industrial value added (Hossain, 2002). These statistics
make it clear that SMEs are an important source of employment and GDP in the
Bangladesh economy. Table 3.1 below provides a breakdown of the manufacturing
sector in Bangladesh by employment, size, and value.

8 Report on Integrated Annual Survey of Non-farm Economic Activities 1989-90, BBS.
9 Report on Bangladesh Handlooms Census, 1990, BBS.
1 0 Report on Integrated Annual Survey of Non-farm Economic Activities 1989-90, BBS.
1 1 Report on Bangladesh Handlooms Census, 1990, BBS.
12 ISS Survey.
1 3 Audited Balance Sheet (1992-93) Of Public Manufacturing Enterprises, Monitoring Cell, ABW, Ministry of Finance.

Table 3.1: Manufacturing sector in Bangladesh: estimates of key variables (in million Taka)
Notes: a) In the Handloom Census Report, size distribution is shown in terms of number of looms.

Units with 1-5 looms on average have fewer than 10 workers. Enterprises with over 5 looms
are considered in the 10+ workers category.
b) n.a.: not available.
c) excludes depreciation for state-owned enterprises and private sector units with 10 or
more workers, otherwise value added at factors cost.

Source: Industrial Strategic Studies (ISS), World Bank, 1994.
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Table 3.2 shows that there have been a number of important changes in the struc-
ture of the job market since 1985. Employment levels in agriculture, forestry and
fishing jumped sharply in the late 1980s (perhaps reflecting a change in defini-
tions or data collection techniques) but since the 1990s, slow job growth in this
sector has translated into a declining share of total employment. There was a slight
upturn in the number of jobs in the manufacturing sector during the second half
of the 1990s, but this sector has also experienced a gradual decline in the share of
the workforce it employs. In contrast, the service sector has experienced steady
growth in both the number of jobs and the share of total employment during the
1990s. In a previous section, Figure 2.1 illustrated how Mymensingh compares to
the national average, with both agriculture and service sectors accounting for a
larger share of economic activity than is seen in the national economy. 

3.3 Regulatory Regime 

To establish an enterprise, an entrepreneur is required to procure a trade license
from the local government body by paying statutory fees under the Companies
Act 1994. Enterprises registered as private and public limited companies are also
required to register with the Registrar of Joint Stock Companies. 

Under the Factories Act of 1965, manufacturing units employing more than 10
employees must be registered with the Office of the Chief Inspector of Factories
and Establishments, which oversees the working and safety conditions of the factory.

Table 3.2: Relative share of employment by sector
Source: Labour Force Statistics (LFS) 1985-86, 1989, 1990-91, 1995-96 & 1999-2000, Bangladesh

Bureau of Statistics.
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However, regarding safety and working conditions, this regulation does not 
differentiate between size categories of enterprises. In recent years, the Department
of Environment clearance certificate has gained more and more importance to
various manufacturing sub-sectors (e.g., brickfields, textiles, leather products). 

3.4 Financial Sector 

The financial sector in Bangladesh is largely bank based, with specialized banks
providing support to the industrial sector. The banking sector operates under the
Banking Companies Act 1991. Enforcement of this regulation is carried out by
the central bank, the Bangladesh Bank. However, Bangladesh Bank relies mainly
on government directives to operate and lacks functional focus and accountability.
The banking sector suffers from non-performing loans, low recovery rates and
insider lending. Selective improvements have been undertaken in the form of new
laws on debt recovery and bankruptcy (Bankruptcy Act 1997). However, without
an autonomous and authoritative central bank, it will be difficult to develop a
banking sector that acts as a facilitator for the entrepreneur. 

Outside of the large formal banks, Bangladesh also possesses a large microfinance
system that includes over a thousand local non-governmental organizations
(NGOs), 10-15 large microfinance institutions (MFIs), as well as micro-credit
schemes run by the government and international NGOs. The local NGO sector
alone includes more than 9 million active members, of which more than 6 million
are active borrowers. Net savings are in the amount of Taka 6 billion, and total
loans outstanding stand at Taka 16 billion. The Grameen Bank has 2.37 million
members, collective savings of Taka 9 billion, and outstanding loans of Taka 15
billion (Rahman 2000). FGDs indicate businesses such as SMEs, VSBs, and MEs,
are considered too small and risky to borrow from large banks, and too large to
access credit from the microfinance sector.

3.5 SMEs and Governance 

Poor governance — translating into lack of transparency and accountability and
corruption — is endemic to Bangladesh, having an adverse impact on the business
community as it does on every other sector. Entrepreneurs must deal with the
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prevalent demand for bribery, illegal tolls, kickbacks, using professional or polit-
ical influence for personal gains to establish or operate a business. The majority
of the laws and regulations that govern the business sector are out of date —
they are neither adequate nor effective in dealing with the issues of the business
world today. 

Allegations that entrepreneurs have to go through the process of making informal
payments in whatever dealings they have with public sector officials — be it an
application to obtain a trade license to obtaining a phone or an electrical connec-
tion or even just paying the bills or even paying taxes — are widespread (see, for
example, World Bank, 1996). Coupled with the time that needs to be spent to
obtain or use these basic services, these practices make running a business
increasingly expensive (Table 3.3). 

However, rent-seeking behavior on the part of public sector officials also depends
on the collusive behavior of the entrepreneurs themselves (Data International,
1999). Tax evasion and loan defaulting are prevalent problems in Bangladesh.
Entrepreneurs come to an understanding with the relevant officials; they pay the
authorities less than what is due and an unofficial percentage lands in the con-
cerned officials pockets. 

Another manifestation of bad governance is that entrepreneurs must keep local
mastaans “happy” to open a business and/or stay in business (Siddique, 2001).

Table 3.3: The hidden cost of service 
Source: Government That Works, Reforming the Public Sector, The World Bank, 1996.
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There is a strong perception among economic observers in Dhaka that law and
order represents a critical constraint to growth in Bangladesh. 

3.6 Business Development Services (BDS)

Business Development Services (BDS) aim at making substantive improvements to
an enterprise in terms of productivity and efficiency through technical assistance
or training. Donors as well as the government have emphasized the importance of
BDS, with a number of programs offering a variety of services at subsidized prices.
These programs have distorted the market for business services, and constrained
the emergence of a dynamic market-based system of purely private sector BDS
providers. 

Recent studies (Sarder 2000, Chemonics International 2001) have shown that the
BDS on offer in the marketplace, and the types of BDS that the entrepreneurs feel
that they need do not match. This has resulted in underutilization and ineffective-
ness of these subsidized BDS programs. In addition, the entrepreneurs' interest in
accessing BDS appears to be negligible, raising more questions about the efficacy
of these programs. Swiss Contact, implementing a BDS-related project that is
funded by the Swiss Development and Cooperation (SDC), reports that technical
and production-related training services account for only 12% of BDS accessed by
businesses. In addition, smaller businesses and businesses that experience a low
rate of growth are less likely to seek BDS opportunities — the implication being
clear in an industrial sector dominated by small-scale industries subsisting on 
marginal profits. 
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IV. Census Findings

4.1 Purpose 

No reliable and recent data on the national distribution of enterprises by size class
or any other criteria exist — especially for the service sector. The annual Census of
Manufacturing Industries (CMI) of the Bangladesh Bureau of Statistics (BBS), and
various other studies, such as the Industrial Strategies Studies (ISS), attempt to
estimate characteristics of the manufacturing sector. However, similar efforts for
the service sector are absent. Given that almost two-thirds of all businesses in
Mymensingh were established in the past two years (a finding that emerged from
the census described below), it is clear that any source of data is quickly rendered
obsolete.

From the outset, this project aimed to produce a detailed and reliable description
of the business environment and the problems faced by small businesses. The
project quickly determined that the conduct of a census of all existing business
establishments within the perimeter of the Mymensingh municipality was a 
prerequisite, as no such comprehensive listing or database existed that could be
used to draw a representative sample. The census data therefore formed the basis
for drawing the survey sample of enterprises. 

The census included all commercial activities with a visible physical location, such
as a storefront. During the conduct of the census, the data collection team deter-
mined that significant economic activities take place within homes, often with
some connection to city-based aggregators that link Mymensingh (and, presumably,
other cities) with production or distribution centers elsewhere. Because there exists
no exhaustive household-based census of economic activities, the project decided
to exclude this sector from the study, rather than include the data in an ad hoc
manner (the project did not have sufficient resources to undertake a complete
household survey).14 While it is unfortunate that these activities could not be
included, the logic of focusing on enterprises is not seriously undermined by the
exclusion of home-based workers. But it is important to keep this in mind, 

14 The same rationale explains the decision to exclude independent mobile vendors. It would have been impossible to
ensure complete coverage in a census, and would have required a more expansive definition of business establish-
ment, including differentiating among owner-operators, self-employed vendors who rent their equipment, and hired
employees working for others. As with home-based workers, including mobile vendors may have increased the level
of participation in the economy of women, and both sectors merit attention in the future.
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especially when considering aspects of the local economy, including the employ-
ment of women that might look very different if these activities had been included.

4.2 Census Methodology

A brief questionnaire was developed to obtain the census data. The census activity
aimed for very basic information and compiled a listing of all manufacturing and
service-related units operating from a fixed location within the administrative
boundaries of Mymensingh municipality. It also provided a distribution of enter-
prises by employment size, product type and gender of owner. 

After a one-day training session, Field Investigators (FIs) were deployed in
Mymensingh town to conduct the census. FIs were instructed to cover fixed
establishments of all sizes within the boundaries of the Mymensingh municipality.
FIs combed the whole area and prepared the listing.

Almost all the entrepreneurs were concerned that the information collection activi-
ty was somehow related to the tax authorities. Although not many, there were a
few cases where the entrepreneurs refused to provide any information. Repeated
reassurance by the FIs that the information would not fall into the hands of the
government was needed to get the entrepreneurs to cooperate. It was envisaged
that as the actual survey questionnaire required detailed information as well as
information related to costs and profit, the FIs would encounter more resistance
there. However, when the FIs returned for the actual survey, in the majority of
cases, entrepreneurs were more forthcoming as they were already aware of the
study because of the census activities. 

4.3 Profile of Enterprises

Activities

The census obtained information regarding the types of goods produced or services
rendered by the business establishments. The Bangladesh Standardized Industrial
Classification (BSIC) was used to standardize the types of enterprise. Information
regarding the enterprises collected by the census has been listed under the four-
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digit BSIC classification (see Annex Tables A1 and A2). 

The census identified 7,561 business establishments in Mymensingh town catering
to its roughly 320,000 inhabitants. In terms of size, the census findings indicate
that micro enterprises (MEs) with leass than three employees, and not small and
medium enterprises, dominate mid-size towns like Mymensingh, accounting for
67% of all businesses (Figure 4.1). MEs constitute an even larger share in the
service sector (70.3%). In the manufacturing sector, Very Small Businesses (VSBs),
with three to nine employees, account for 55.4% of enterprises, while only 39.6%
are MEs (Figure 4.4). 

The vast majority of the enterprises (89.4%) are in the service sector. Retail grocery
and general stores are the single largest category of firms, accounting for 12.4% of
all firms in the service sector. Retail sellers of pharmaceutical and medical goods
(11.4%) and textiles, clothing and leather goods (9.0%) are the next most common
types of firms in this sector. With less than one-third of all firms falling into the
three largest categories, the service sector is characterized by considerable diversity.

Annex Tables A1 and A2 present the percentage distribution of business establish-
ment for each category of BSIC classification. They also provide an overall ranking
in terms of number of units belonging to each category. Ranking within manufac-
turing and within service is also presented. Under the four-digit classification, the
841 grocery and general stores (BSIC code 5215) account for more than any other
type of business establishment in Mymensingh. The 771 retail sellers of pharma-

Figure 4.1: Distribution of enterprises by size class
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ceutical and medical goods earn the category of second rank in terms of number
of establishments.

Although the manufacturing sector accounts for only 10.6% of all firms, these
firms are larger, on average, than firms in the service sector. As a result, the simple
count of these firms understates their importance to the local economy. In terms
of share of the labor force, more than 16% of all workers are employed in the
manufacturing sector. Within the manufacturing sector, the 171 firms producing
jewelry and related materials account for more than 20% of all manufacturing
firms, the largest single BSIC category. Firms producing wooden furniture and fix-
tures (18.5%) and rice millers (13.9%) also represent significant manufacturing
categories in terms of the number of firms. With more than half of all firms falling
into the three largest categories, the manufacturing sector appears to be more con-
centrated than the service sector.

Age of Enterprise

While around 28% of the businesses began operating after 2000, 46% of them
came into existence during the period 1991-2000 period. Only 4% of the existing
businesses were established before the country’s independence in 1971. The high
proportion of relatively new firms suggests high level of entry and possibly exit;
the latter is not possible to verify under the scope of this study. 

Figure 4.2 presents the increase in the number of enterprises by size class in recent
years. The data show a steady increase in the numbers of MEs, while the number
of larger firms (both VSBs and SMEs) appears to have decreased through time. Of
the businesses established in the post-2000 period, about 75% fall within the ME
category. In that same period, SMEs accounted for only 1%.

The interpretation of these data is somewhat problematic, however, because we
lack information regarding the firms that have failed and exited. The data are
entirely consistent with the assertion that the role of SMEs and even VSBs has
declined fairly consistently during the past 30 years. However, the data are also
consistent with the notion that the composition of business started each year has
not changed, but that MEs have a lower success rate. If that were true, the more
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rapid attrition of MEs would leave business cohorts with a declining share of MEs
over time, exactly the pattern revealed in Figure 4.2 below. 

Hours of Operation

The median enterprise in Mymensingh operates 310 days during a calendar year.
Both the manufacturing and the service-oriented businesses operate 12 to 13
hours on average during a 24-hour period (Table 4.1).

Ownership Structure

Almost all (about 97%) business establishments are single owner units (or propri-
etorships). There are only a handful of partnership operations (2.6%), and the
number of private or public companies is insignificant (Figure 4.3). It should be
noted that many single-owner units are family-based operations. Hence, they are
effectively partnership businesses, with the status of a proprietorship on paper.

Figure 4.2: Year of establishment of enterprise

Table 4.1: Average daily hours of operation of the enterprises
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Employment Status

The mean and median size of employment is around three persons. Micro enter-
prises (with one to two employees) dominate the Mymensingh business environ-
ment, comprising almost 67% (Table 4.2 and Figure 4.4). These are followed by
enterprises with 3 to 9 employees, identified as Very Small Businesses (VSBs) for
the purposes of this study. Enterprises with 10 to 100 employees, which fall under
the official SME category, constitute a mere 2% of businesses. However, VSBs
constitute the majority for the manufacturing sector, while the service sector is
dominated by MEs.

Figure 4.3: Legal status of the enterprises
Note: The "Others" category includes Private Ltd. and Public Ltd. companies, cooperatives and

trusteeships.

Table 4.2: Employment size of the enterprises

Figure 4.4: Distribution of enterprises by employment size by sector
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Part-time workers, defined as those working less than 40 hours per week, comprise
less than 10% of full-time employees. Approximately 91% of the enterprises have
more full-time employees than part-time staff (Table 4.3). The remaining estab-
lishments employ roughly the same number of part- and full-time staff. Only
about one-half of 1% of the firms employs more part-time staff than full-time
workers. About 2.5% of the workers are female, with no discernible difference
between the manufacturing and service sectors 

4.4 Women-Owned Businesses

According to the census, only 69 of the 7,561 business establishments are regis-
tered in a woman’s name, accounting for less than 1% of total businesses.
However, because they are slightly larger than average in terms of employment,
women-owned businesses (WOBs) account for a slightly higher proportion (1.4%)
of the total workforce. Only three of the 69 WOBs (4.3%) in Mymensingh were
in the manufacturing sector, roughly one-third the level found in the general pop-
ulation of firms (10.6%). Akin to the overall sample, the distribution of registered
women-owned enterprises suggests that managing retail grocery stores and drug
stores are more common than any other business activity (see Annex Table A2).

These WOBs are small in number, but they have a different employment profile
than the average firm. Not only do they employ slightly more workers, a much
higher share of these employees are women. Only about 2.5% of the workers in all
businesses are female; however, within WOBs, women comprise roughly 14.3%
workforce. One reason for this higher share is the importance of female owner-

Table 4.3: Ratio of part-time and full-time employees
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operators in the employment statistics and the small average size of the firms.

This data on WOBs, however, are difficult to interpret. Even the small number of
WOBs identified in the census may exaggerate the share of businesses actually
owned by women, as the study revealed that a large number of these enterprises
are women-owned in name only. The detailed survey (explained in the next 
section) found that roughly half of all reported WOBs are actually managed and
operated by male members of the female owner’s family.
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V. Survey Findings 

5.1 Methodology 

During the November 2002-February 2003 period, data were collected through
three methods. Primary data collection was conducted through a sample-based
survey using a structured questionnaire; secondary data was obtained from a num-
ber of sources including relevant publications and local government offices. The
instrument used in the primary data collection process underwent an extensive
pre-testing in the field. The data collection form was finalized incorporating feed-
back from the field investigators on their pre-testing experience as well from The
Asia Foundation and Data International researchers. In addition, a number of
focus group discussions (FGD) were held with male and female entrepreneurs, an
assorted group of business associations, locally known as “samities,” as well as the
local chamber of commerce and banks. 

The sample was drawn based on the listing of enterprises compiled from the cen-
sus. A simple random sampling method was followed for sampling purposes. The
census found 7,561 enterprises in Mymensingh town. Among these 70 businesses
were identified as legally owned by women. Out of the listed 7,491 male-owned
enterprises, 380 businesses were selected by using computer-generated random
numbers. Similarly, a random sample of 50 women-owned businesses was drawn
from the population of 70 firms. Combined, a total of 430 firms were surveyed. 

To determine the minimum sample size of the enterprises owned by men, the fol-
lowing formula was used:
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Where:
N = Population size n = Desired sample size
no = Estimated sample size z = Statistical certainty chosen: 1.96
p = Estimated prevalence: 0.5 q = 1-p: 0.5
d = Precision desired: 0.05

Using the formula above, the minimum sample size for business enterprises in
Mymensingh town has been determined to be 365 for a statistical certainty of
95% and a precision of 0.05. 

Sampling Weights 

During the data analysis process, calculations in preparing the findings used sam-
pling weights to obtain an accurate picture of the businesses of Mymensingh. The
sampling weights were estimated both by size class and by gender. 

The figures derived from the survey were adjusted with the census findings to
eliminate bias in the statistics that might otherwise have been generated by the
intentional oversampling of two sub-populations (male-owned SMEs and female-
owned enterprises of all sizes). For example, there were 5,042 male-owned micro
enterprises identified in the census. This number was divided by the number of
male-owned MEs (216) drawn in the sample to derive a multiplier of 23.34 to be
used as the appropriate weighting factor. The weighting factor for female-owned
MEs was 1.47, which was determined in the same manner. The smaller weight
reflects the intentional overrepresentation of these firms in the total sample and
the necessity to reduce their weight in the calculation of city-wide statistics.
Appropriate weighting factors were used for each size class by gender of the owner.
Table 5.1 presents the distribution of enterprises in the census and the survey as
well as the sampling weights used. 

Table 5.1: Distribution of enterprises (Census and Survey) and Sampling Weights
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5.2 Profile of Surveyed Firms 

A structured questionnaire formed the basis for collecting information from 430
business establishments of Mymensingh town. Of the 430 units, 380 were regis-
tered as owned by men, while 50 were registered as owned by women.  

Tables 5.2-5.4 present a profile of the respondents and the role of owners in man-
aging the firms. In most cases, either the owner (71%) or a member of his or her
family (19%) was interviewed. The remaining 10% of the respondents were
employees, as the principal owner was absent during the visit. The average age of
the respondent was around 36 years with about nine years of formal schooling. A
breakdown of ownership by gender reveals very little difference in the ages of male
and female owners. 

Consistent with the census findings, proprietorship is the principal form of owner-
ship among the enterprises surveyed. Not a single respondent is registered as a 
private limited company. While about one-third of the female-owned enterprises

Table 5.2: Age of the respondent 

Table 5.3: Relationship of respondent to owner

Table 5.4: Role of wwner in management by firm's legal status
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have family members involved, no more than one-fourth of the male entrepre-
neurs rely on their families in running their operations. Figure 5.2 demonstrates
that male business owners tend to spend a higher percentage of their working time
(85%) in the business covered in this study than the female business owners
(43%). Approximately 83% of the total annual income for the entrepreneur is
derived from the business, with men depending to a higher degree on business
income than female entrepreneurs (Figure 5.2). 

An overwhelming 84% of the businesses have been established by the current
owners, while 12% have been inherited (Table 6.4). Inherited businesses are older
compared to the businesses acquired in other ways, with an average of 18 years.
Average age of businesses not inherited is seven years. Inherited businesses also
appear to be larger in size — with average employment coming to 3.6 as opposed
to average employment of 2.6 of the others. More than 90% of all businesses
finance their activities from their own resources or savings at startup as well as in
running the business. Reliance on formal lending institutions is insignificant
(Table 5.6).

Figure 5.2: Working time and percentage annual income of entrepreneurs

Table 5.5: Mode of acquisition of enterprise
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5.3 Economic and Financial Analysis of the Enterprises

Whether judged by employment criteria or investment, almost all businesses inter-
viewed in Mymensingh town are too small to qualify officially as SMEs. The
largest enterprise, in terms of employment, has 51 workers. In terms of assets, the
current market value of total assets of the average enterprise is around Taka 1 million
($17,250). Table 5.7 presents alternate asset value estimates. 

Major products of Mymensingh entrepreneurs include: bricks, poultry, fishery and
other agro-processing activities. This research was designed to look solely at firms
within the municipal boundaries, so these other business operations were not
included. To supplement this study, businesses located in the adjacent areas of
Mymensingh town may be studied in the future. According to government officials
in Mymensingh, most of the larger businesses are located outside the city limits,
and so were not covered by the census and the ensuing survey.

Table 5.6: Distribution of sources of finance

Table 5.7: Distribution of investment on assets (in '000 Taka)
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Revenue Function

Average monthly sales for a Mymensingh firm are valued at about Taka 86,908, of
which more than 90% are conducted on a cash basis, while the remaining one-
twelfth (8.8%) is transacted on credit (Table 5.8). The median monthly sales value
is considerably lower (Taka 35,879), suggesting that a few firms with high sales
figures skew the calculation of the mean.  

Although enterprises do not maintain records of customers’ identities, their per-
ception is that roughly three-fourths of all customers are from within Mymensingh
town (Figure 5.3). Entrepreneurs believe that a further one-fifth of their customers
are from outside the municipality area but from within the district of Mymensingh.
In short, businesses view that demand for their product or services are derived
from the local population and from the adjacent areas.

Cost Function

Respondents were asked to provide detailed breakdown of their costs. Costs have

Table 5.8: Sales value of services by type of owner (in Taka)

Figure 5.3: Percentage distribution of customers/client's location
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been broken down into two categories: (a) operating costs, and (b) non-opera-
tional costs, which included rents, interest, utilities, etc. Also included under
non-industrial costs is “facilitation expense.” Alternatively this can be termed as
unofficial payments made to avoid harassment or to expedite receipt of a service
often from a public authority. Table 5.9 presents the average monthly expenditure
for raw materials and inputs for the manufacturing and the service sector. It also
provides a breakdown of the receipts on cash or as credit. The monthly average
raw material costs for the manufacturing sector is higher (Taka 82,720) compared
to the service sector units. On average, 15% of the purchases are made on credit. 

Profitability

Value Added (VA) is defined as the difference between total revenue and all vari-
able and fixed costs, excluding labor costs. Therefore, VA includes contributions 
of the labor plus profit to the entrepreneur. Since ascertaining profit from labor
contributions in this type of activity is a difficult task, arguably estimation of VA is
an appropriate option. Earnings per day are another indicator of the rates of
return from labor. Comparison of this estimate with the prevailing farm and non-
farm daily wages of the locality is a good indicator of the attractiveness of a partic-
ular occupation. In this section, average net earnings per day of labor have been
estimated by dividing VA by person days of paid and unpaid labor. 

From the sales (revenue) and cost estimates, economic and financial returns for the
enterprises have been attempted. In Table 5.10, annualized value added and earn-
ings per day for the entrepreneurs have been estimated. Net Value Added (NVA)
in terms of investment yields a return of 15%, with manufacturing demonstrating
a relatively higher return (20%) compared to the service sector (14%). 

Table 5.9: Monthly Expenditure on Inputs (in Taka) 
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Net Value Added (NVA) includes profit, wages and shadow wage for unpaid family
labor. Annual average NVA for manufacturing units is significantly higher (Taka
431,644) compared to the service sector (Taka 191,566). Per day earnings is
around Taka 209 for an average entrepreneur of Mymensingh town. When trans-
lated into monthly (26 working days) earnings, a typical entrepreneur makes Taka
5,434 per month.

Net profit estimates have been attempted under various assumptions regarding
depreciation rates and financial cost of capital. Businesses make a modest net 
profit as a ratio of investment or revenue — around 2% for the overall sample;
1.6% for the service sector and around 5% for the manufacturing sector 
(Table 5.11).

Table 5.10: Value Added, Earnings Per day for Entrepreneurs 
Note: GVA= Total Revenue -Variable cost- Fixed cost

VA = Gross Value Added - Depreciation
Variable cost = Raw materials and other non-labor inputs used in production/service



68 | The Business Environment and the Role of Supporting and Regulatory Institutions

Implications of Cost Analysis

Several conclusions can be drawn from the finding that economic and financial
returns to the enterprises are moderate or low. First, as evidenced from the census
data, there is a high degree of entry and exit. The market structure can be
described as competitive or, to a lesser degree, as characterized by monopolistic
competition, implying that the product or service produced or rendered is homo-
geneous or similar. In such an environment, low rates of return on capital and
labor are expected. Many entrepreneurs can be assumed to enter into business
ownerships due to lack of alternative job opportunities, and are content with low
to moderate earnings.

Second, the government and several donors are keen to see that businesses pay
higher taxes. Efforts are being made to extend the Value Added Tax (VAT) to
smaller businesses. The burden of increased taxes typically is shared with con-
sumers, producers, and retailers. In the absence of good governance, corruption
and tax evasion are already common with respect to VAT implementation in
Bangladesh. Inclusion of very small firms within the VAT net, therefore, has both
equity and efficiency implications. Increased official and unofficial payments may
lead to many of these firms exiting, thereby having an adverse impact on employ-

Table 5.11: Cost Benefit Analysis-without opportunity cost (in Taka)
Net Profit=Total Revenue-Total cost
Total Cost=Inputs+ Non-industrial inputs+ Depreciation+ Actual labor wages+ Financial cost
5% Depreciation on building; 10% Depreciation on machinery; 20% Depreciation on other assets;
14% financial cost on working capital
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ment and income. Accordingly, the wisdom of including these small firms within
the tax net may be questionable. If including these very small firms under the tax
regime is important, perhaps a tax rate below the current 15% VAT should be 
designated. Even this policy, however, could have perverse consequences by 
providing an incentive to firms to stay small.

Recent Financial Performance 

Quantitative estimates on economic and financial indicators for the enterprises
during the past 12 months were attempted. To gauge relative performance in
recent years, respondents were asked to provide qualitative ranking for 2002, 2001
and 2000. Respondents were asked if there have been improvements (or worsen-
ing) in terms of employment, investment, sales, and working capital utilization
over the three-year period.

The data (Table 5.12 on the following page) provide a surprisingly positive
description of the past three years in Mymensingh. In each of the three years, far
more firms reported growth than reported declines in each of the four variables.
One must be cautious with interpreting the data, however, as the data provide no
indication of the size of these changes. It is possible, for example, that a smaller
number of firms characterized by large declines would swamp the impact of a larger
number of firms reporting growth. However, the weighing of impacts could go the
other direction, as well, implying that the growth could actually be larger than
suggested by the data. Further research may investigate recent growth dynamics in
the town and their causes.
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5.4 Constraints to Business Growth

Poor access to credit, high levels of corruption — a manifestation of weak 
governance — and infrastructural facilities have been cited as major constraints
enterprises encounter (Chemonics 2001, Ahmed and Syed 2000; Ahmed and
Meagher, 2000). Under this Mymensingh town study, an attempt was made to
gauge entrepreneurs' perceptions about the severity of these types of problems.
The responses are detailed below.

Governance Issues

Transparency International, an international NGO, attempts to work as a watch-
dog on issues relating to governance. In their global ranking of countries in terms
of corruption, Bangladesh has consistently been ranked among the poorer per-
formers in recent years. Corruption and poor governance have been blamed as
major deterrents to domestic and foreign direct investment (FDI) in this country,
and their prevalence and negative impact on the formal business sector involving
medium and large enterprises have been documented in various studies (World
Bank 1996; Siddique 2001; Draper and Hossain 2001). However, no definitive
conclusions have been drawn relating to the environment in mid-size towns such
as Mymensingh. Rather, it has generally been assumed that these systemic 

Table 5.12: Trends in growth 
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constraints that are highly visible at the national level are equally troublesome at
lower administrative levels.

A number of questions were asked to assess the severity of poor governance and
corruption encountered by businesses in Mymensingh. It is widely believed that to
obtain a license, permit, or to solicit utility connections, entrepreneurs experience
hassle, delays, and demand for bribes from the issuing authorities. Table 6.12 pres-
ents the mean and median time required from date of application, in days, to
obtain selected utility connections or licenses or permits. The table also includes
the official (statutory) fees and the unofficial payments entrepreneurs have to pay
to obtain the services. 

According to Table 5.13, obtaining or renewing a municipality license is the most
prevalent interaction with government authorities. The mean and median waiting
time period is four and two days respectively. Unofficial payments ranged from
Taka 60 to Taka 20,000. Both in terms of waiting time and size of bribe, getting a
telephone installed appears to be more cumbersome than an electrical connection.
Gas connections are relatively recent, and are being used by a very few enterprises.
Only one out of the four enterprises with gas connections claimed to have paid
unofficial fees with an average of Taka 20,000. The Mymensingh findings suggest
that the difficulties and level of corruption in obtaining government services is 
significantly lower in a mid-sized town than in bigger cities. A lower ability to pay
coupled with demand not exceeding supply at the official rates are arguably major
reasons for the relatively low levels of unofficial payments.

Table 5.13: Waiting time, official unofficial payments to obtain illustrative utility connections, permits,
license

Note: The "% of Firms" column refers to the share of firms reporting payments made for selected
services. The mean and median figures refer to those firms making payments. Responses
include those entrepreneurs who sought such services within the past one year.
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Average unofficial payments made by different size class enterprises to access and
ensure various services or permits (e.g., phone, electrical or gas connection, munic-
ipality operating license) are presented in Table 5.14. Of those entrepreneurs who
made these payments, the mean value of the payment is Taka 1,290. As is evident,
the size of unofficial payments made to access these services increases with the size
of the firm — the larger the firm, the more they have to pay.  However, the table
also reveals that the burden of unofficial payments rests heavier on the smaller
enterprises — the smaller the enterprise, the more they have to pay in proportion
to their revenue. 

Visits by regulatory and administrative officials are supposedly aimed at monitoring
and assisting enterprises to adhere to safety, sanitary, environmental, and tax regu-
lations and statutes. Nevertheless, too many visits compounded by lengthy sojourn
can be viewed as counter-productive and ill motivated in most instances. Excessive
monitoring and supervision can be construed to be harmful to the 
businesses in terms of time lost to the entrepreneurs and implicit pressures to
pay bribes (Table 5.15).

Table 5.14: Annual average unofficial payment by size class 
Note: The "% of Firms" column refers to the share of firms reporting payments made for selected

services, and other values refer to those firms making unofficial payments. Here, unofficial
payments refer to one-off payments made to obtain services or permits. 

Table 5.15: Number of visits by regulatory and administrative authorities annually
Note: The "% of Firms" column refers to the share of firms reporting payments, other values refer to

those firms reporting visits. 
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Entrepreneurs were asked if they paid any bribe during the past 12 months, and
1.4% acknowledged having paid some amount of bribe. In other words, the vast
majority of firms in Mymensingh town do not report paying any bribe —
arguably quite a different scenario than that which prevails in Dhaka and
Chittagong, where the perception is that paying bribes is the rule rather than the
exception. Visits by labor inspectors are the most common (after tax inspectors),
with a mean amount of Taka 400 paid annually by those who acknowledged paying
to this regulatory official. A comparison of male and female enterprises shows that
the latter group on average pays a lower amount of bribes to regulatory agencies
(Table 5.16).

Law and Order 

The study began with the hypothesis that poor law and order conditions have a
significant adverse effect on day-to-day business operations. Accordingly, entrepre-
neurs were asked to respond on the propensity of selected disruptive scenarios.
The findings (Table 5.17) reject the hypothesis that most enterprises are severely
constrained or disrupted in running their business by hoodlums, extortionists, and
an unstable law and order situation. Unlike their counterparts in the larger cities,
entrepreneurs of Mymensingh town appear to have better experiences in terms of
the law and order situation. 

Table 5.16: Yearly bribes to regulatory agencies by male and female entrepreneurs 
Note: Here, the term "bribes" describes payments made on a regular basis, with the frequency

depending on the schedule of visits by inspectors or other government officials. It is note-
worthy that a far higher percentage of firms (15.1%) made unofficial payments than made
bribes (1.4%), perhaps reflecting that most firms in Mymensingh are too small to warrant 
regular visits from most government officials. 
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The story for women entrepreneurs can be interpreted in two ways. First, the level
of problems reported is much lower than expected, with roughly 10% of these
firms reporting each of the four types of problems posed (the number of firms
reporting any one of these problems, of course, could be higher than the 10% fig-
ure). However, compared to the overall incidence of these problems (Table 5.17),
the relative frequency of problems reported by women (Table 5.18) is much higher
— women report pressure to purchase goods through specific channels (row 1)
at four times the rate of the general population. This practice almost certainly
raises the cost of doing business for these business owners, and reflects a real 
disincentive to women entrepreneurs.

Other problems are also experienced with greater frequency by women. Focus
group discussion revealed that women in business encountered some harassment
from male customers as well as their male counterparts. The mixed message is that
the problem is not as bad as generally thought, but nonetheless much worse for
women business owners than for their male counterparts.

Table 5.17: Severity of weak governance and poor law and order conditions (in percentage)

Table  5.18: Severity of weak governance and poor law and order conditions for women 
entrepreneurs (in percentage) 
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Infrastructure 

Entrepreneurs were asked to rank a wide range of public services important to
business activities. Respondents had the option to respond to a list of services in
the following ways: no problem, moderate problem, severe problem, no access,
and do not use. To highlight the more definitive responses, Figure 5.4 presents the
percentage distribution of those who do not perceive the prevailing quality and
quantity of services as a problem. The figure also presents the percentage of the
sampled enterprises that view the respective services as serious problems. 

Inadequate waste disposal, sewerage services, and poor road conditions are the
three infrastructural constraints most commonly experienced by entrepreneurs.
Roughly one out of three respondents viewed poor road conditions as a serious
problem, while even slightly higher percentages of entrepreneurs reported high 
levels of dissatisfaction with the sewerage (36%) and waste disposal (39%) services.
The problem of power that is frequently cited in large cities and industrial areas
was not reported to be a serious constraint in Mymensingh, a finding that may be
generalizable to other mid-size towns which, like Mymensingh, tend to be domi-
nated by very small service-oriented enterprises (this constraint might be more
pervasive among the larger manufacturing firms located outside the municipal
boundaries). A look at the responses of the women entrepreneurs (data not shown
here) suggests a similar pattern of responses to that of the overall sample.

Figure 5.4: Perceptions of infrastructural services
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Access to Credit 

Access to credit has been cited again and again as a major problem for the smaller
entrepreneur. In a recent study (Sarder, 2000) that ranked the support services
required by SMEs, the overwhelming majority of respondents selected financial
assistance as their number one priority. (One reason for this common response is
that business owners around the world would like to have cheaper credit, which
they believe is implicitly suggested by the question of access to credit.) The
requirement to provide fixed assets as collateral acts as a strong deterrent for the
small entrepreneur — and especially for women entrepreneurs. 

Very few enterprises surveyed have an outstanding loan from a financial institu-
tion. The data in Table 5.19 identify reasons entrepreneurs opt not to seek credit.
Relatively high rate of interest was cited as the major reason that entrepreneurs did
not seek formal credit. However, this is closely followed by lack of perceived pro-
ductive use of additional credit.

Table 5.20 presents data from the entrepreneurs who have attempted to access
credit from banks but have been refused. The issue of collateral is ranked as the
most important barrier. Discussions with entrepreneurs revealed that the time fac-
tor in accessing formal loans also acted as a constraint. Often, especially during the
peak season of business, the need for working capital is immediate; the formal 
procedures involved in obtaining a loan from a bank are sufficiently lengthy to
provide an incentive for entrepreneurs to seek alternative sources of credit (e.g.,
moneylenders) who provide them with the necessary loans at high rates of interest
but in a timely manner.

Table 5.19: Reasons for not accessing credit from banks 
Note: The lower the score, the greater the degree of agreement from respondents. Average were

calculated by scoring "strongly agree" with a 1, "somewhat agree" scoring a 2, and "Do not
agree" being given a 3.
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Attitudes Toward Investment, Expansion, and Diversification

If the often-cited constraints to business expansion and diversification are not
applicable in Mymensingh, what factors inhibit their growth? A series of illustra-
tive statements were posed to the entrepreneurs in an attempt to identify the
seeming affinity toward remaining small. The responses (Table 5.21) reveal risk
aversion and a sense of opportunities. Of course, these characteristics may reflect
very reasonable reactions to the existing business environment.

Table 5.20: Reasons for not accessing credit from banks*
Notes: The lower the score, the greater the degree of agreement from respondents. Average were

calculated by scoring "strongly agree" with a 1, "somewhat agree" scoring a 2, and "Do not
agree" being given a 3. 

*This table reflects responses made by the firms that attempted to access loans. 

Table 5.21: Perception on investment, expansion and diversification
Note: Strongly agree=1, Somewhat agree=2, Do not agree=3.
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The study also explored entrepreneurs’ perceptions of various types of problems
(Table 5.22). As expected, access to finance again emerged as the most severe
problem for the majority of entrepreneurs. Entrepreneurs also identified high
interest rates as a high-ranking problem. Although company registration proce-
dures and obtaining operating licenses for businesses is commonly held to be a 
significant constraint, these appeared to be less important for entrepreneurs
compared to access to land, and governance issues.

5.5 The Experience of Women Entrepreneurs 

Akin to the overall picture of Mymensingh town, women-owned and -operated
enterprises are dominated by service sector firms — mostly retail stores selling 
groceries (18%) and drugs, cosmetics and toiletries (13%). Tailoring is another
service accounting for a significant number of women-owned businesses (10%). A
break down of the types of businesses owned by the women sample for this study
is provided in Annex Table A4.

Table 5.22: Perceptions of the severity of different types of problems (% of respondents)
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Not surprisingly given the limited public role for women in Bangladeshi society,
there are only a few women-owned enterprises in Mymensingh town. The majority
of the female business owners are married (87.8%), while the rest are single,
divorced or widowed. As has been mentioned, only about half of these businesses
are actually operated or managed by women entrepreneurs. Most of the businesses
reported to be owned by women are registered in the names of the female relatives
of the “real” male owners for taxation or other purposes. At least 29% of the
women-operated enterprises remain unregistered.

Differences in Perceived Constraints 

All entrepreneurs revealed dissatisfaction with a range of infrastructural services,
including the sewerage system, waste disposal, and the maintenance of roads.
Perceptions regarding the quality of these services were similar and were ranked
exactly the same regardless of the gender of the entrepreneur. 

Access to credit is a problem for the vast majority of the small enterprises, as
almost all formal financing institutions require collateral in the form of fixed assets
(land or building). Access to credit — especially because of the requirement for
fixed assets as collateral — was cited as a major constraint by both men and
women entrepreneurs. However, it should be mentioned that this problem affects
women entrepreneurs more acutely, because typically women do not own property
that might be considered as collateral by banks. 

Akin to their male counterparts, the vast majority female entrepreneurs rely more
on personal resources or savings to start up as well as in running a business rather
than depend on any external sources (Table 5.25). It appears that more women
than men have had access to credit from NGOs. 
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The following table (Table 5.24) demonstrates that three-fourths of the women
entrepreneurs who have obtained credit from either formal or non-formal credit
institutions required a signature from another family member to access that credit.
As women are traditionally less encouraged to initiate a business enterprise or to
join the formal labor force (and may be actively discouraged by other family
members), this requirement places additional pressure on them. The table also
shows that half of the women who did obtain credit from a formal source were
required to provide collateral in terms of fixed assets.

During the open discussions, a number of the women entrepreneurs reported
harassment from male customers or even their male counterparts. Survey findings
indicate that this is an occasional rather than frequent problem (Table 5.25). The
survey found that unofficial payments as share of revenue is almost twice as high
for women entrepreneurs (2.04%) compared to male entrepreneurs (1.06%)
among those firms that reported making such payments. 

Table 5.23: Distribution of source of finance by gender 

Table 5.24: Credit from a bank or NGO
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The structured questionnaire explored the reasons that the number of women
entrepreneurs did not increase at a higher rate (Table 5.26). Again, access to capi-
tal emerges as the most significant barrier to becoming entrepreneurs, with 90% of
the women entrepreneurs identifying this as the reason that other women do not
own businesses.  Difficulties in finding workspace have been identified as another
important reason — a problem that again stems from lack of resources. Another
strong deterrent for women entrepreneurs appears to be family disapproval. 

5.6 The Role of Supporting Institutions

The survey identified fewer than 15 formal business associations with membership
among the survey sample. However, 36 individual samities (local and/or sector-based
associations of businesses in local markets) were discovered to be operating in various
areas and marketplaces in Mymensingh town. Of the enterprises surveyed, only a
small number of entrepreneurs were members of formal trade or business associa-
tions — about 4.7%. However, almost one-fourth (24.4%) were associated with
market samities. 

Table 5.25: Harassment encountered in running a business (percent)
Note: Frequently=1, Occasionally=2, Never=3.

Table 5.26: Reason more women do not own business (in percentage)
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These market samities have evolved as alternative mechanisms to formal business
support structures that exist but are inactive or ineffective for a variety of reasons.
The majority of these samities deal with problems related to law and order and the
day-to-day running of the marketplaces (e.g., keeping the market places clean,
retaining private security). In fact, during discussions, the entrepreneurs responded
that one of the primary reasons that these samities came into being was to deal with
illegal toll collection by local mastaans and with harassment by public sector officials.
Waste disposal was among the issues that ranked high on the entrepreneurs’ list of
constraints (Figure 5.4) and is one of the major services that the samities provide
members. A number of samitites also run informal credit circles or emergency funds
for members.

Entrepreneurs perceive samities as being significantly more effective as business 
support bodies than is the local chamber. Table 6.26 suggests that while neither the
chamber nor the samities were reported to be overwhelmingly effective in providing
support to businesses, a significantly larger proportion of business owners reported
that the samities were more effective. However, when asked whether their respective
organizations — whether association or samity — looked after their overall sectoral
interest, only 25.7% responded positively.

Table 5.27: Perceptions of samity and chamber effectiveness (in percentage)
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Monthly fees paid by members are the only sources of funding for samities.
Among the member businesses, about 83.7% pay regular monthly fees to their
respective samities. Table 5.28 presents a comparison of monthly subscription rates
for the associations and members. Apart from the monthly fees, samity members
do not pay any other types of dues to their organizations. 

The samities operate under certain limitations. The large majority of the samity
members fall under the small and very small size class of businesses. As such, the
members have a difficult time in keeping their businesses afloat. The time, effort,
and resources they are able to allocate to the samities are, therefore, very limited
no matter how enthusiastic the entrepreneurs may be. As has been mentioned, the
samities evolved as a response to certain constraints encountered by the entrepre-
neurs.  Hence, none of these samities have well worked out future plans or visions. 

In defense of the chamber, while most small business owners do not perceive it to
be very effective, by its very nature the chamber is geared toward the larger and
more formal business sector. With 400 members, the chamber can hardly be said
to be representative of the business class of Mymensingh town. However, discus-
sions with the chamber members revealed their dissatisfaction with the behavior
and performance of the samities. 

The chamber responded to the unsurprising allegation that the chamber virtually
ignored the very small businesses by saying that the samities could, as a group,
obtain chamber membership instead of having individual members, thereby reduc-
ing costs and gaining influence. However, the samities only obtained membership
when they needed the chamber’s assistance or influence on selected issues and once
the issue was resolved, did not bother to remain with the chamber. 

Table 5.28: Monthly fees paid to associations and samities 
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There appears to be a communication gap between the samities and the chamber
— a gap that neither side acknowledges or thinks of bridging. However, in their
own ways, both these mechanisms can facilitate the creation of a business-friendly
environment and are able to work together when the need arises. Recently, the
chamber and the samities collaborated in a protest against the 15% VAT legislation.
Collaboratively, they held rallies and meetings and met with local government
officials to discuss solutions that both parties could be comfortable with. The issue
of VAT is still pending; but both the samities and the chamber communicated
that they feel that they have been able to make a positive impact with the 
government on this issue. 
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VI. Implications of the Research

Approximately 7,500 businesses cater primarily to the 320,000 inhabitants of
Mymensingh town. The study found that average firm size was much smaller than
the existing government definition of SMEs, with barely 2% meeting that designa-
tion of more than 10 employees. As a result, government policies that aim at
providing special privileges for SMEs and small-scale businesses may, in fact, miss
the great majority of firms and end up subsidizing larger businesses. Almost 90%
of these businesses are in the service sector and the remaining 10% are involved in
manufacturing. 

Formal business or trade associations appear to be neither geared toward small
businesses nor representative of the majority of businesses. The same holds true for
the local chamber. However, the informal or semi-formal market-based samities
have evolved to meet actual business needs and, consequently, fulfill some of the
functions typically associated with both the government and the chamber. 

Despite the structural and resource limitations of the samities, these forums are
potentially effective business bodies that will serve their members’ interests. The
samities already respond to the needs of the member entrepreneurs as is evidenced
by the fact that they deal with issues that the entrepreneurs have identified as
major constraints. The chamber and the formal business associations, although not
geared to the individual smaller entrepreneurs, may nonetheless be more influen-
tial as a policy advocacy tool, but the positions they take may not be guided by
input from the vast majority of firms in the community. Increased dialogue
between business associations, the chamber and samities, and samities and local
government is desirable to maximize benefits. 

Although there has been increasing focus on the provision of management and
skills training by both the government and the development partners, businesses
themselves do not place such a high emphasis on these services. In their percep-
tion, access to and the quality of local infrastructure and basic services appear to
be more formidable constraints than weaknesses internal to the firm. Among those
who have sought to obtain formal credit, the requirement of providing fixed assets
as collateral has appeared as a major problem. In addition, with the low levels of
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educational attainment of most of the entrepreneurs, lack of familiarity with the
banking system also plays a role. 

Contrary to popular knowledge, licensing regulations do not appear to be a serious
barrier for smaller entrepreneurs. However, other aspects of the regulatory regime,
particularly labor laws, may not be appropriate to small enterprises. In addition,
government inspectors or tax collectors have discretionary powers that leave scope
for unofficial payments.

The number of women-owned businesses (WOBs) in Mymensingh is very small,
with less than 1% of businesses reporting this status, and perhaps only half that
amount actually being owned by women. Any casual observer of Bangladesh will
be familiar with some of the cultural barriers faced by female would-be entrepre-
neurs, but this research highlighted a number of practical dimensions that emerge
in the business environment. WOBs not only face forms and levels of harassment
that their male counterparts never see, they also sometimes face higher levels of the
kinds of harassment meted out to men, as well. For example, women business
owners face pressure to use specific marketing channels four times as often as their
male counterparts. And while female entrepreneurs are less frequently targeted for
bribes, they face higher levels of payments when opposite a corrupt official. These
problems suggest that informal mechanisms to support and encourage female busi-
ness owners may need to be supplemented with other formal protections that
account for the more hostile environment that they face. 

Studying the business climate of a single district is an approach attempted for the
first time in Bangladesh. Given the varied characteristics of different parts of the
country, it is difficult to draw definitive conclusions from this single attempt. To
form substantive opinions about the business climate in a typical mid-sized town
of Bangladesh, it would be necessary to study other towns. In addition, to gain a
clear picture of how the economy of the town works, it is also necessary to examine
businesses in the adjacent areas to study backward and forward linkages, and 
differences in the respective market structures.

Entrepreneurs in Mymensingh town are not seriously constrained by difficulties in
accessing credit, abysmal governance, and poor law and order conditions. On the
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other hand, improvements in infrastructural conditions such as roads and waste
disposal are coveted. With the exception of the Labor Inspectorate and the VAT
officials, other regulatory and administrative bodies are not viewed as major
impediments to their business operations. 

The findings of this study deviate significantly from studies of entrepreneurs in
locations such as Dhaka or when sectoral paradigms are focused upon. Accordingly,
this study casts doubts over the relevance of existing regulatory policies, supporting
institutions, and enterprise development intervention strategies. A different mix of
approaches and strategies are essential towards enterprise development in mid-size
towns like Mymensingh.
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BSIC
Code

Type of business Count % Rank Order

Manufacturing
Within
Sector

Overall

1515
Edible vegetable oil except hydrogenated 
vegetable oils

11 0.1% 9 55

1535 Rice milling 112 1.5% 4 23

1541 Bakery products 22 0.3% 6 44

1549 Manufacture of other food products 1 0.0% 13 77

1609 Tobacco manufacture 12 0.2% 7 53

1712 Dyeing, bleaching and finishing of textiles 1 0.0% 13 77

2010 Saw milling and planning of wood 11 0.1% 9 55

2109
Manufacture of other articles of paper and
paper board

9 0.1% 11 59

221 Printing 25 0.3% 5 42

3611 Manufacture of wooden furniture and fixtures 149 2.0% 3 18

3621
Wood, cane and bamboo 
decorative handicrafts

9 0.1% 11 59

3691 Manufacture of jewelry and related articles 170 2.2% 2 14

3699 Other manufacturing 269 3.6% 1 8

Subtotal 801 10.6%
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BSIC
Code

Type of business Count % Rank Order

Service
Within
Service

Overall

123 Growing of nursery products 2 0.0% 60 71

159 Live stock and poultry services 19 0.3% 42 48

4510 Site preparation 10 0.1% 48 57

5041
Maintenance and repair of motorcycles 
and related parts 

183 2.4% 12 13

5043 Repair of bicycles and cycle rickshaws 188 2.5% 11 12

5050 Retail sale of automotive fuel 26 0.3% 36 40

5111
Wholesale on a fee or contract basis 
(agents and brokers)

5 0.1% 53 64

5131 Textile, yarn and thread 19 0.3% 42 48

5134 Footwear 101 1.3% 21 25

5135 Leather and leather substitute products 17 0.2% 44 50

5137
Household furniture, appliances, cutlery, 
lighting articles

169 2.2% 13 15

5138 Medical goods, stationery, etc. 769 10.2% 2 2

5139
Games, toys, sports goods (including bicy-
cles), watches, etc.

75 1.0% 24 28

5141
Wholesale of liquid and gaseous fuels 
and related products

3 0.0% 57 68

5143
Wholesale of construction materials, 
hardware, plumbing, etc.

115 1.5% 19 22
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BSIC
Code

Type of business Count % Rank Order

Service
Within
Service

Overall

5145 Fuel wood and charcoal 31 0.4% 34 38

5147 Fertilizers and pesticides 25 0.3% 37 42

5158 Electrical apparatus, equipment and supplies 131 1.7% 16 19

5190 Other wholesale 5 0.1% 53 64

5212 Pan, cigarettes, biddies, betel nuts and tobacco 341 4.5% 4 4

5213 Confectionery 122 1.6% 18 21

5214 Rice, pulses, wheat and flour 75 1.0% 24 28

5215 Grocery and general stores 836 11.1% 1 1

5221 Meat - beef, mutton, or pork 37 0.5% 33 37

5222 Poultry 48 0.6% 29 33

5223 Fish and seafood 58 0.8% 27 31

5224 Fruits Shop 97 1.3% 22 26

4114 Vegetables Shop 123 1.6% 17 20

5226 Sweetmeats Shop 39 0.5% 32 36

5228 Beverages (any kind of drink except water) 7 0.1% 51 62
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BSIC
Code

Type of business Count % Rank Order

Service Within Overall

5231 Drug Store, cosmetics and toilet articles 312 4.1% 6 6

5232
Textile, clothing, hosiery, footwear 
and leather goods

608 8.0% 3 3

5234 Hardware, paints and glass 109 1.4% 20 24

5238 Timber and lumber 5 0.1% 53 64

5239 Retail sale in specialized stores 241 3.2% 8 9

5240
Retail sale of secondhand goods (clothing,
etc.) in stores

42 0.6% 30 34

5262 Electrical repair 9 0.1% 49 59

5265
Welding and repair of iron and steel articles
(blacksmith)

18 0.2% 43 49

5266 Repair of tire and tube 12 0.2% 46 53

5269 Repair 20 0.3% 40 46

5512
Hotels, rooming houses, camps, and other
lodging places

15 0.2% 45 51

5521 Restaurants and non-residential hotels 338 4.5% 5 5

5523 Tea stalls 274 3.6% 7 7

6302 Storage and warehousing 23 0.3% 38 43

6412 Courier Service 1 0.0% 65 77
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BSIC
Code

Type of business Count % Rank Order

Service
Within
Service

Overall

6420 Telecommunications 190 2.5% 10 11

6601 Life insurance 1 0.0% 65 77

6712 Security Dealing Activities 2 0.0% 60 71

7290 Other computer-related activities 67 0.9% 26 30

7411 Legal activities 4 0.1% 55 66

7496 Photocopying 1 0.0% 65 77

8511 Hospitals, nursing homes and clinics 21 0.3% 39 45

8513 Homeopathic physicians 57 0.8% 28 32

8514 Unani and Ayurvedic physicians 10 0.1% 48 57

8515 Dental services 7 0.1% 51 62

8517
Outdoor clinics, dispensaries and 
rural health centers

2 0.0% 60 71

8518 Medical and dental laboratories 28 0.4% 35 39

8520 Veterinary activities 2 0.0% 60 71

9219 Other entertainment activities (Cable TV) 3 0.0% 57 68

9220 News Agency 1 0.0% 65 77



Annex I: Distribution of Enterprises – Census and Survey
Annex Table A1: Type of male-owned enterprise by category 

by four-digit BSIC Code (Census)

| 97Annex 1: Distribution of Enterprises  — Census and Survey

BSIC
Code

Type of business Count % Rank Order

Service
Within
Service

Overall

9231 Library and reading room activities 41 1.5% 31 35

9249 Sports and other recreational activities 2 0.0% 60 71

9301
Washing (and dry cleaning) of textile 
and fur products

74 1.0% 25 29

9302 Hairdressing and other beauty treatment 165 2.2% 15 17

9304 Tailoring services 211 2.8% 9 10

9306 Other service activities 168 2.2% 14 16

Subtotal 6760 89.4%

Total 7561 100%
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Annex I: Distribution of Enterprises – Census and Survey
Annex Table A1: Type of male-owned enterprise by category 

by four-digit BSIC Code (Census)

BSIC
Code

Type of business Count % Rank Order

Manufacturing
Within
Sector

Overall

3611 Manufacture of wooden furniture and fixtures 1 1.43% 2 22

3691 Manufacture of jewelry and related articles 2 2.86% 1 14

Subtotal 3 4.29%

Service

5041
Maintenance, repair of motorcycles 
and related parts

1 1.43% 21 22

5050 Retail sale of automotive fuel 1 1.43% 21 22

5137
Household furniture, appliances, cutlery, 
lighting articles

3 4.29% 9 9

5138 Medical goods, stationery, etc. 6 8.57% 3 3

5143
Wholesale construction materials, hardware,
plumbing, etc. 

2 2.86% 14 14

5212
Pan, cigarettes, biddies, betel nuts and 
tobacco

2 2.86% 14 14

5213 Confectionery 2 2.86% 14 14

5215 Grocery and general stores 8 11.4% 2 2

5226 Sweetmeat Shop 1 1.43% 21 22

5231 Drug Store, cosmetics and toilet articles 9 12.9% 1 1

5232
Textile, clothing, hosiery, footwear 
and leather goods

4 5.71% 6 6
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BSIC
Code

Type of business Count % Rank Order

Service
Within
Service

Overall

5234 Hardware, paints and glass 3 4.29% 9 9

5239 Retail sale in specialized stores 2 2.86% 14 14

5512 Hotels, rooming houses, camps 1 1.43% 21 22

5523 Tea stalls 2 2.86% 14 14

6420 Telecommunications 2 2.86% 14 14

7290 Other computer-related activities 1 1.43% 21 22

8511 Hospitals, nursing homes and clinics 4 5.71% 6 6

8513 Homeopathic physicians 4 5.71% 6 6

8518 Medical and dental laboratories 1 1.43% 21 22

9302 Hairdressing and other beauty treatment 2 2.86% 14 14

9304 Tailoring services 4 5.71% 6 6

9306 Other service activities 2 2.86% 14 14

Subtotal 67 95.7%

Total 70 100%
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BSIC
Code

Type of business Count % Rank Order

Manufacturing
Within
Sector

Overall

1535 Rice milling 3 0.7% 6 34

1541 Bakery products 7 1.6% 4 19

1605 Manufacture of Zarda 1 0.2% 10 52

1921 Manufacturing of leather footwear 1 0.2% 10 52

2010 Saw milling and planning of wood 1 0.2% 10 52

2221 Printing 3 0.7% 6 34

3611 Manufacture of wooden furniture and fixtures 12 2.8% 2 12

3615 Manufacture of metal furniture and fixtures 2 0.5% 7 42

3621
Wood, cane and bamboo decorative 
handicrafts

1 0.2% 10 52

3691 Manufacture of jewelry and related articles 7 31.6% 4 19

3699 Other manufacturing 14 3.3% 1 6

Subtotal 52 12.1%

Service

159 Livestock and poultry services 3 0.7% 29 34

5041
Maintenance and repair of motorcycles 
and related parts

13 3.0% 8 9

Annex I: Distribution of Enterprises – Census and Survey
Annex Table A3: Type of enterprise (overall) by category 

by four-digit BSIC Code (Survey)



Annex I: Distribution of Enterprises – Census and Survey
Annex Table A3: Type of enterprise (overall) by category 

by four-digit BSIC Code (Census)

| 101Annex 1: Distribution of Enterprises  — Census and Survey

BSIC
Code

Type of business Count % Rank Order

Service Within Overall

5043 Repair of bicycles and cycle rickshaws 4 0.9% 25 29

5050 Retail sale of automotive fuel 3 0.7% 29 34

5111
Wholesale on a fee or contract basis 
(agents and brokers)

2 0.5% 36 42

5134 Footwear 2 0.5% 36 42

5135 Leather and leather substitute products 1 0.2% 43 52

5137
Household furniture, appliances, cutlery, 
lighting articles

10 2.3% 14 16

5138 Medical goods, stationery, etc. 6 1.4% 18 22

5139
Games, toys, sports goods
(including bicycles), watches, etc.

2 0.5% 36 42

5143
Wholesale of construction materials, 
harware, plumbing, etc.

6 1.4% 18 22

5145 Fuel wood and charcoal 3 0.7% 29 34

5158 Electrical apparatus, equipment and supplies 1 0.2% 43 52

5190 Other wholesale 2 0.5% 36 42

5212
Pan, cigarettes, biddies, betel nuts 
and tobacco

41 9.5% 2 2

5213 Confectionery 8 1.9% 15 17

5214 Rice, pulses, wheat and flour 1 0.2% 43 52
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BSIC
Code

Type of business Count % Rank Order

Service
Within
Service

Overall

5215 Grocery and general stores 62 14.4% 1 1

5221 Meat - beef, mutton, or pork 2 0.5% 36 42

5223 Fish and seafood 1 0.2% 43 52

5224 Fruits Shop 5 1.2% 21 25

5225 Vegetables Shop 6 1.4% 18 22

5226 Sweetmeats Shop 3 0.7% 29 34

5231 Drug Store, cosmetics and toilet articles 23 5.3% 4 4

5232
Textile, clothing, hosiery, footwear 
and leather goods

29 6.7% 3 3

5234 Hardware, paints and glass 13 3.0% 8 9

5239 Retail sale in specialized stores 11 2.6% 13 15

5262 Electrical repair 2 0.5% 36 42

5266 Repair of tire and tube 1 0.2% 43 52

5269 Repair 2 0.5% 36 42

5512
Hotels, rooming houses, camps 
and other lodging places

3 0.7% 29 34

5521 Restaurants and non-residential hotels 14 3.3% 5 6

Annex I: Distribution of Enterprises – Census and Survey
Annex Table A3: Type of enterprise (overall) by category 

by four-digit BSIC Code (Survey)
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BSIC
Code

Type of business Count % Rank Order

Manufacturing
Within
Sector

Overall

5523 Tea stalls 12 2.8% 11 12

6420 Telecommunications 13 3.0% 8 9

7290 Other computer-related activities 5 1.2% 21 25

7496 Photocopying 2 0.5% 36 42

8511 Hospitals, nursing homes and clinics 5 1.2% 21 25

8513 Homeopathic physicians 4 0.9% 25 29

8518 Medical and dental laboratories 4 0.9% 25 29

8520 Veterinary activities 17 0.2% 43 52

9231 Library and reading room activities 7 1.6% 16 19

9301
Washing (and dry cleaning) of textile and fur
products

4 0.9% 25 29

9302 Hairdressing and other beauty treatment 11 2.6% 13 15

9304 Tailoring services 13 3.0% 8 9

9306 Other service activities 12 2.8% 11 12

Subtotal 378 87.9%

Total 100%

Annex I: Distribution of Enterprises – Census and Survey
Annex Table A3: Type of enterprise (overall) by category 

by four-digit BSIC Code (Survey)
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BSIC
Code

Type of business Count % Rank Order

Manufacturing
Within
Sector

Overall

3615 Manufacture of metal furniture and fixtures 1 2.0% 3 18

3691 Manufacture of jewelry and related articles 2 4.0% 1 9

3699 Other manufacturing 1 2.0% 3 18

Subtotal 4 8.0%

Service

5050 Retail sale of automotive fuel 1 2.0% 16 18

5111
Wholesale on a fee or contract basis 
(agents and brokers)

1 2.0% 16 18

5137
Household furniture, appliances, cutlery, light-
ing articles

3 6.0% 6 6

5212
Pan, cigarettes, biddies, betel nuts 
and tobacco

1 2.0% 16 18

5213 Confectionery 2 4.0% 9 9

5215 Grocery and general stores 7 14.0% 2 2

5225 Vegetables Shop 1 2.0% 16 18

5231 Drug Store, cosmetics and toilet articles 7 14.0% 2 2

5232
Textile, clothing, hosiery, footwear 
and leather goods

4 8.0% 4 4

5234 Hardware, paints and glass 3 6.0% 6 6

Annex I: Distribution of Enterprises – Census and Survey
Annex Table A4: Type of female-owned enterprise by category 

by four-digit BSIC Code (Survey)
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BSIC
Code

Type of business Count % Rank Order

Manufacturing
Within
Sector

Overall

5239 Retail sale in specialized stores 1 2.0% 16 18

5512 Hotels, rooming houses, camps 1 2.0% 16 18

5523 Tea stalls 1 2.0% 16 18

6420 Telecommunications 2 4.0% 9 9

8511 Hospitals, nursing homes and clinics 1 2.0% 16 18

8513 Homeopathic physicians 2 4.0% 9 9

9231 Library and reading rooms activities 1 2.0% 16 18

9302 Hairdressing and other beauty treatment 2 4.0% 9 9

9304 Tailoring services 4 8.0% 4 4

9306 Other service activities 1 2.0% 16 18

Subtotal 46 92.0%

Total 50 100%

Annex I: Distribution of Enterprises – Census and Survey
Annex Table A4: Type of female-owned enterprise by category 

by four-digit BSIC Code (Survey)


