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1. Background

While discussing the prospects of Bangladesh’s small-business development, most analysts start their
presentation with essential information. Firstly, the country had a substantial number of enterprises of
differentsizes. Accordingto official data, there are eleven and a half million economicagents in Bangladesh.
Secondly, most of these companies are micro, small, ormedium-sized enterprises (SME). They represent80-
85% of industrial employment and contribute 24-30% to the country’s Gross Domestic Product (GDP). It is
necessary for understanding how significant this sector is for the national economy.

However, Bangladesh’s SME growth seems to be not that substantial. While it does provide aconsiderable
portion of employment, its impact on the country’soverall GDP seems modest. For example, in 2020, SME
comprised 22% of Bangladesh’s GDP, while the latest estimates show no significant changes, only 24-25%. It
could be challenging to explain why such a considerable number of economic agents fail to increase their
share in the country’s GDP, despite the efforts of policymakers.

Moreover, when comparing the figures to other developing countries, Bangladesh appears to lag
substantially. Forexample, Vietnamese SMEs account for 45% of Vietnam’s total GDP. Meanwhile, Cambodia’s
SMEs provide asubstantial 58% of GDP. Indonesian SMEs also comprise 59%, and Sri Lankan —52%. Pakistani
SMEs contribute to 40%. Thus, Bangladesh’s MSMEs have more excellent representation in terms of the
number of companies but produce considerably fewer goods and services than in other countries.

MSMESs contribute far less to GDP in Bangladesh than in comparable economies
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Source: Planning Division, Bangladesh; LightCastle Partners, as cited in Freiheit.org (2024).

Figure 1. MSME contribution to GDP, Bangladesh and regional comparators.



A critical way to think about the same statisticistoflip itfrominput to output; that is, tolook at the average
sectoral output of an enterprise, rather than the aggregate contribution of all enterprises. Based on
Bangladesh Bank and SME Foundation estimates of roughly 11.8 million MSMEs in Bangladesh, with an
average output of about $9,266 a year. Vietnam's 870,000 SMEs average $225,287, it is clear that the gap is

not explained by the number of small businesses perse, but by the average production of eachindividual

enterprise.
The gap is productivity, not just headcount
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Figure 2. Estimated annual output per SME, Bangladesh and Vietnam.

The discrepancyis not explained by access-oriented policy, and it is worth thinking through why that might

be, before moving on to the next potential market expansion lever.

2. What access does not fix

None of thisistodenythataccess problems are real, often enough, or particularly acute for MSMEs. Surveys
regularly if not consistently find finance constraints to be the most frequently reported barrierto growth by
MSMEs (80 percent in one survey), with 91 percent of respondents reporting that they cannot use their
capacity toits fullestextent due tofinancingissues. The World Bank estimates a $2.8 billion financing gap for
the sector. Collateralization as arequirement continues to be the orderof the day forwould-be borrowers,
and women entrepreneurs are on average nearly 60 percent less likely to have accessto any form of formal

financing.

The pointisthatthese are symptoms of somethingelse, acondition thatis not discussed nearly so often but
is nolessintegral to the situation of MSMEs within the formal economy:informationasymmetry. Alender’s
reluctance to provide aloantoan MSME s often enough groundedinitsinability to evaluate the borrower’s
financial reliability, which inturnis frequently due to an MSME's lack of accountinginfrastructure orevena

culture of accounting. Books, whenthey exist, are often relegated to one drawer orone person’s memory.



Stock is often estimated subjectively, and sales are frequently processed through informal channels and
methods that do little tosatisfy a lender’s due diligence. All of this means thata loan officer whorequires
collateral as paymentforcreditis often notirrational in theirdemands, for there is little in thewayofobjective
measures of cash flow she can rely on.

Thisisthe passage the SME access narrative conveniently leaves out. Even when capital is delivered to afirm
inthe form of asubsidised loan, equipment grant, ortechnology voucher, itis funneled intoanundocumented
process. Further inputs of capital simply exacerbate the problem, creating a temporary and unsustainable
intensification of the same faulty economicactivity. The reason for this haslittle to do with the size oftheloan
orthe value of the equipmentand has much to do with the limits of cognitionimpose d on a growing business
by the constraints of human memory.

A shop, workshop, or trading firm can only grow so long as its owner can keep track of every order, every
payment, and every customer - after which point, amore formal set of accounting procedures needs to be
adoptedto maintainthe same level of organisational precision. Left without such procedures,asmallbusiness
may max out its growth potential and/or begin making irreversible financial missteps at some pointin its
developmenttrajectory. These are not novel insightsin the anthropological literature on informalenterprise,
but they tend to get overshadowed in the discourse on Bangladesh's SME development policy by its more
prolific counterparts - the discussion of credit lines and equipment grants.

3. Where Al actually fits

Most of the current pitch for Al and MSMEs is targeting the wrong entry point. It is focusing oninnovation:
products, marketplaces, customer-facing chatbots, competitive analyses, etc. Thisassumes a business that
has already solved its most pressingissuesand is now lookingto level up, while most of Bangladesh’s MSMEs
are most likely to benefit from alower-level intervention at the point of documentation, bookkeeping, or
correspondence.

Thisiswhere the current state of Al is genuinely transformative, by giving the individual entrepreneurachance
toreplicate fortheirown purposes processes that previously required significant resourcestoimplement.The
scanning of aphotographed page can be automated, invoices routined, and a monthly overview of payments,
expenses, and outstanding debts created without the need to hire an accountant that the micro-business
cannot afford. Same goes for the marketing side of things: social media posts can be scheduledinacoherent
timeframe rather than tossed out at random dates, customer inquiries responded to at times when the
entrepreneur is unavailable, and a simple overview generated of what works and what does not.

There is no need for the Al to be inventive or think in novel, transformative ways, as there is no room for
innovation at the level of an individual entrepreneur trying to scale up theiroperations without additional
support. It has to be methodical and dependable, following simple templates without deviation, whichis
something few can provide without the help of automated processes.

The otherobvious advantage seemstoo self-evidentto mention, butis still worthwhile noting:aproperlykept
digital record that follows this methodical template is easier to understand for others than anyinformal set
of papers or files. This has ramifications that stretch far beyond the internal operations of the business, by
virtue of of being able to provide a lender, a potential buyer, or the entrepreneur’s own heirs with a
comprehensible overview of the enterprise that was not previously available. Itis a farcry fromacomplete
solutiontothe creditaccessissue, as few such MSMEs will be able to rely exclusively on uncollateralizedloans,
but it would serve as a genuine starting point fora conversation that has so far been impossible. Any NBFI
withagenuineinterestinlendingtosmallerenterprises would benefit from being able to evaluate the loan
candidate’s twelve months of transactions in a comprehensible format.



Why more capital alone tends to flatten out

== Capital and market access alone
= Capital and market access + process automatj
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lllustrative only. Depicts the paper's argument, not measured firm-level data.

Figure 3. lllustrative comparison of two growth paths. This is not measured firm-level data; it depicts the argument made in this note.

Put differently, the contribution of Al to the development of Bangladesh’s MSMEs will be largely operational
ratherthaninnovative. Itformalized aset of genericunderinvestments which have characterizedtheinformal
sector for decades, a paper trail, digital customer database, a marketing campaign, the unglamorous
infrastructure which underpins any serious economic expansion.

Itisinline with general evidence onthe use of Alin small business which is overwhelminglyfocusedonprocess
optimization, notindustrial innovation. The OECD’s recent report on Al strategies for SMEs highlightedthatin
most cases, small businesses use standardized tools and approaches, such as chat-bots, narrow machine
learning models, etc., to optimize their operations, not develop new products. Theiranalysis ofsmallbusiness
technology adoptionin G7 countries showed that the majority have impleme nted some form of digital tools
in their operational processes, and almost half of them report a measurable productivity gain from Al
applications. Nothing revolutionary, justacompetent chief operations officer who has been let go by alarger
firm andis looking foran opportunity to apply his expertise elsewhere, now competent enough to operate
from a small shop in Dhaka.

4. What this looks like on the ground

Consider a small light-engineering workshop in a district town, employing 10-15 people and providing its
services and spare parts to a few local rice mills and private enterprises. Such an enterprise, fully
representative of the typical MSME in Bangladesh, is used as an example toillustrate how MSME owners will
interact with the suggested options.

With the access-only option, the ownercan take a working capital loanto buy an additional lathe machine
and increase the scope of work. His or her outputand revenues will grow by some 20-30% per yearduring
the next two years. However, since cash flows are not systemized, the entrepreneur will not be able to
separate which customers pay on time and which ones systematically delay payments until the pointwhen
money is actually due. The material purchases are not structured, which makesitimpossible to estimate the
cost of materials used fora particularjob. Upon his return from studies, the eldest son, who has beenassisting



the ownersince his school days, is not able to understand the financial flows and obligations. The enterprise
grows in size, but its profits are stagnant due to the owner’s limited ability to keep track of everything.

Using the process-first option, the same entrepreneurtakes the working capital loan and investsinthesecond
machine. Atthe same time, the Al-assisted accounting software, accessible viathe smartphone, helpstokeep
track of all expensesandrevenuesinastructured manner. The job order, materials, and payments are stored
as separate records. In most cases, they are scanned, photographed, or dictated by voice and convertedinto
data by the Al software. Within the nextsix months, the entrepreneur can evaluate which jobs are the most
profitable and which clients are the bestin terms of paymentdiscipline. Thisinformation, inturn, allows the
sonto understand the basics of the family business and start contributing to its development withoutneeding
extensive instructions. Thus, MSME is growingin size and profitability, and its operations are becomingmore
transparent to the next generations of family members.

This example is used because it closely follows the real-life scenarios of MSME owners who would benefit
from Al-assisted process improvement, described in many reports by the OECD and other international
organizations. Note that actual applications of artificial intelligence in small businesses are found mostlyin
automating day-to-day operations, such as financial accounting, invoicing, analytics, and control rather than
in disruptive business innovations suggested to MSME owners by large corporations.

5. Evidence from elsewhere

A reasonable skeptic may ask whetherlegibility really doeslead to lending, and whether thisis anelegant
theory that haslittle to do with practice. With that in mind, three markets in which transaction records have
gained credibility as abasis for credit decisions are worth recalling, as none of theminvolved MSMEs in any
way, only in having made their existing practices of record-keeping available to others.

Bangladesh, in fairness, does not have to look far to find evidence of this trend, namelyin the form of City
Bank’s nano-loan product, disbursed through the bKash mobile financial service and, as of early 2025, reaching
nearly 950,000 borrowers with atotal value of almost $190 million. Its point of departure was the same set
of transaction records that underlies Bangladesh’s broader mobile money ecosystem, used in asimilarfashion
to issue credittoindividuals, only later expanded toinclude MSMEs as borrowers with essentially the same
set of criteria as collateral. There is no reason why the same lending rationale, applied to the existing
transaction record of any business with a bank account, should not serve as a theoretical basis for credit
allocation in Bangladesh, or why its policymakers would not look to India’s account aggregators orKenya’s
experience with M-Pesa as a way to get there.

Speaking of Kenya, its experience with M-Pesaillustrates the practical benefit of adopting a similar approach
in Bangladesh. Its banks have already created an underwriting methodology f oramobile money-linked loan
product, based on nothing but the borrower’s transaction records on the M-Pesa platform, which in turn
servesas aproxy fortheirreliability as aborrower despite often havinglittle in the way of verifiable income,
employment history, or even track records on other credit products. The benefit became immediately
apparent, as the separation of reliable and delinquent borrowers reduced the bank’s overall exposure by a
quarter, while the number of loans originated increased from several hundred per day to tens of thousands.
Not one of these loans would be issued without athorough examination of the borrower’s financial history
on the M-Pesa platform, including their income, expenditure patterns, and transfer behavior, all of which
became factors in determining their creditworthiness.

By contrast, India’s experience illustrates more the opportunity for governmentintervention, namelyin the
shape of the account aggregators and their ability to compile a borrower’s transaction records into a credit
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profile. While still largely targeting businesses, the lenders who use the system only havetoaskthe borrower’s
permission to access the relevant parts of their banking data, including the records of turnoverfromthe Goods
and Services Tax Network that apply to the said business. Somewhere in the region of thirteen million
businesses are registered with the GST, meaning that a routine tax obligation payment constitutes a
transactionrecord that can be used as a proxy foraborrower’s turnover, invoicing terms, and overallinvoicing
volume. In this light, an MSME’s ability to file routine tax returns can constitute a substitute fortraditional
forms of collateral, with the accountant’s time spent updating the GSTledger serving as a replacementfor
months of monthly payments secured by a home or a car. Infairness, Vietnam may illustrate the approach
better, if only because itdirectly responded to asimilarsituationin whichits local MSMEs generated twenty-
five times more value per business than those in Bangladesh do.

Part of the reason for that appears to have been a deliberate and sustained effort to improve the digital
proficiency of its workforce, starting with a government-sponsored digital transformation program that
targeted more thana million small businesses and, as of the time of writing, appears to have succeededin
convincing more than four hundred thousand of them to adopt digital tools in their day -to-day operations. At
no pointwas an Al-driven system necessary, as most participants only used the digital tools itsrepresentatives
suggested to them, with many only being able to adopt them at all due to subsidized rates and additional
training provided by the local government. It is difficult to overstate the opportunity such a program
represents for Bangladesh, asitaims to solve the same problem the MSMEs tackle every day —recordingand
storingfinancial informationinawaythatis accessible to both partiesto atransaction —without asking them
to adopt any specific tools in particular.

None of the three countries need tolook to artificial intelligence toimprove the lot of their MSME lenders,
and all of them have solutions that could be imported to Bangladesh with relative ease. The difference
between Vietnam’s program and the ones in Kenya and India, all of which serve the exact same purpose,
appears to be that Bangladesh’s MSMEs will have to rely on a phone-based financial management tool for
now, ratherthan adedicated accountant who maintains comprehensive books that can be usedto secure a
loan at a bank.

6. Data ownership and the risk of new dependencies

None of this is meant to suggest that Bangladesh should not pursue this agenda. But when MSME records
leave the page and migrate to a phone or a subsidized app, a more difficult question follows close behind:
who ownsthatrecord, andtowhom do they become exposed, if the vendor deciding onthat exposure sells
out, or buys out, or simply fails to understand the full implications of their bargain.

India’s account aggregator systemis worth recallinginthisvein, asitillustratesa certain level of thought on
this subject; asystem that makes consent management a condition of service, ratherthan an afterthought.
Itsapproachistoallow businessesto make individual transactions visible to subsets of authorizedinstitutions,
limiting the exposure of any individual transaction to a particular entity, ratherthan allowing the platform
itself tosee everythingin aggregate in exchange forafree bookkeeping utility. Bangladesh does not needto
copy India’sinstitutional design, necessarily, butit should think through the risks of its own designchoices;an
initial proof-of-concept which does notinclude explicit, owner-controlled data consent preferencesislikelyto
create similar agency problems, only with a fintech company at the center, rather than a bank.

Meanwhile, there isalsovalue in considering the sort of transactional environment such afree utility might
create. Many of the Al bookkeeping platforms which have targeted MSMEs in recent years positioned
themselvesas ‘free’, eitherdirectly orindirectly, as the cost was borne not by the business owner but by the
banks which purchased access tothe datathey generated. This captures genuine value -chain dynamics, butit
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also creates a sort of implicit contract between business and platform: if the owner wishes to access other
credit products offered by the fintech company, their use of the Al accounting utility may be inseparablefrom
that choice.

That is notto say that such abusiness modelisinherently predatory, but thatitcreates aninteresting sort of
vulnerability for the business owner. If they are unable to easily switch from one accounting platform to
another, the default option has effectively carved out an exclusive relationship with them —which may
entrench itself with or without malice aforethought.

Meanwhile, a less obvious but potentially far more damaging consideration is required when it comes to
credit-scoring algorithms. A family-owned garment factory which sellsits produce to a consistent list of local
buyers will have avery different-looking transaction record to arice trader operating on aseasonal basis, or
to a repairerwho invoices customers on aper-job basis. The regularity of the former’s income may make it
appearasareliably creditworthy partner, while the sporadiclump sums of the latter two may be viewedwith
suspicion. An algorithm which has been trained exclusively on firms like the garment factory may fail to
account for the differences in cash-flow management between businesses which operate on aday-to-day
basis and those which sell goods or services on a longer cycle.

Such anoutcome would see algorithms designed to widen the access to credit actually narrowingthe potential
borrower pool, on the basis of statistical regularities which have little connection to actual financial
performance.

Itis perhaps not necessary toimmediately tie this discussion to Bangladesh’s local context. Suffice to say, it
should be borne in mind when such aframework is being designed. Bangladesh’s Personal Data Protection
Act, which came into force in 2026, explicitly requires consent management procedures to be in place
whenever abusinessinteracts with the financial records of MSMEs, as well as a right of access to, correction
of, and portability of that data across platforms and entities.

Bangladesh Bank’s 2026 guidelines on fully digital e-Loans require that any customer data, including that
pertainingto MSMEs, be held on domesticservers, and that banks which handle such loans adhere tothedata
security and privacy protocols set downin Bangladesh Bank’s e-Lending guidelines. Any foreignfintecheyeing
Bangladesh’s MSME sector will have to navigate this complex regulatory environment regardless, and
preferably ahead of any formal launch.

The author does not dispute the desirability of pursuing such a fintech ecosystem. They only contend that
considerations of data privacy, consent preferences, and scoring practices should be builtinto the designofa
pilot projectahead of its launch, ratherthan made as add-ons to a system which has already built considerable
momentum.

7. The limits worth naming

While it’simportant notto overestimate the effect, this same body of research highlights potential limitations:
alack of resources, absorptive capacity, and —for many business owners —an innate reluctance to delegate
responsibility to a system whose inner workings they do not particularly care to understand. In the
Bangladesh-specific context, these challenges are compounded by the lack of reliability of rural connectivity,
the absence of digital tools catering toilliterate users, and —critically —the fact that many MSME bosses do
not own smartphones beyond using them for social media and communication.

These limitations have to be taken into account when considering what kind of software -assisted accounting
systemwould be useful tothem. An offering thatis available only in English and requires a demonstrablelevel
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of digital literacy to use engages only the more literate and tech-savvy MSME owners, leaving the majority —
who often have minimal levels of education or experience with smartphones —without support. Such atool
would, in effect, further stratify the group of MSME owners according to their access to technology and
knowledge. To avoid this outcome, any software system offering such services would require ahuman layer
of support, whetherin the form of trainers, mentors, or personnel at local business ‘hubs’, atleast untilits
interface and features can be localized and simplified to the level appropriate for a Bangladeshi business
owner.

8. The training gap

Even where the tools exist and are accessible, many family-run MSMEs are ill-equipped to utilize themforthis
specificpurpose and the standard business education curriculumin Bangladeshisill-adapted to the realities
of such an enterprise. University-level study and an MBA, which usually constitute the pinnacle of business
education for Bangladeshi students, is geared toward corporate careers, not entrepreneurship. The case
studies, semester-length projects, and strategic frameworks emphasize a corporate competitorlandscape
which presupposes the existence of afinance department, ITinfrastructure, and extensive market research
capabilities, which a family-run shop or factory simply does not have.

The issue is notone of accessibility to education but of relevance. A family-run garment factoryinNarayanganj
is unlikely to pause operations for a student to pursue a two-year degree and would not find a corporate
strategy case study particularly relevantto theirown reality. Forthis segment, anintensive but shortbusiness
literacy track would prove more effective, one that would focus on applying existing tools to day-to-day
operations using whatevertechnologies the studentalready utilizes. The value would be inthecontent(digital
bookkeeping and inventory management with Al assistance) and the delivery (a condensed, accessible
program near an MSME cluster), not in the duration or pedagogical approach.

Universities and businessinstitutes which currently offerentrepreneurship coursesin Bangladesh could be
instrumental in pioneering asimilarconcept. Forstudents, it would be crucial to structure the course around
the practical application of a tool they can use intheir enterprise the same week theylearn it. The program
should be shortenough to be relevantand accommodate the student’s time constraints and pricedreasonably
to reflect both their skill level and capacity for investment.

In South Africa, a similareducational track, the Micro-MBA, was developed in the early 1990s as aresponse
to the needs of small business owners who wanted to gain a basic understanding of economics without
pursuingafull degree. Ittakes the form of alecture series followed by months of mentorshipandwasdesigned
to give students a working knowledge of cash flow management, cost accounting, and stock management
ratherthanatheoretical backgroundin macroeconomics or marketing principles. It was later adopted across
sub-Saharan Africaand Latin Americaand has gone on to graduate thousands of students in entrepreneurship.
While Bangladesh does not have to adopt the Micro-MBA model wholesale, its pedagogical approachisideally
suited to create a similar program focused on Al literacy.

9. Designing the Bangladesh pilot

Everything said above pointsto adesignforthe first pilot, ratherthan a national rollout. The usual incentive
in Bangladesh for program designersisto scale up rightaway, in order to meetdonorand ministry reporting
schedules for total numbers enrolled. This works against the pilot, which requires a certain degree of
perfectioninthetool, itslanguage, and mentoringto get one category of business to adoptitbefore moving
on to others.



A manageable pilot would target one business cluster with areasonably coherent business model:several
thousand lightengineering workshopsin one district, ora garments accessories clusterin Narayanganj, rather
than a nationally representative sample.

Havingafairly homogeneous first cohort would allow the pilot to target tweaking of the categoriesinthetool,
the orderof a job, the raw materials purchase, and the customer payment, to make themintelligible to one
sector’s way of speaking aboutits finances, instead of trying to force every business into the same Excel-style
mold.

A few implications follow from this line of thinking.

e Thecohortsize should be skewed down, forintensive mentoring (ratherthan the several thousands
typical for mass programs), while keeping the duration close to the three months of the Micro-MBA,
plus extended, local, Bangla-English support sessions after graduation.

e Afinancing organization should be brought in as a design partner at the earliest stage, rather than
after the pilot has already taken off and created abunch of owner accounts at some NBFI. If nobody
has offered to review any of these owners’ books for a loan, once the novelty has worn off, the
likelihood of default is close to 100% due to the time investment needed.

o Thekeyperformance indicatorforasuccessful pilot should be the percentage of owners in thecohort
who regularly produce the necessary monthly sheets at six monthsin, and not the amount of loans

disbursed, which will always lag due to the nature of the process.

e Thetoolitselfandthe humansupportshouldbe stress-tested asasystem before eitherisrolled out
nationwide onits own. Amentoring-only intervention with few businesses that only workswhilethe
traineris presentevery week has notbeen stress-tested; asoftware-only pilot, which assumes that
nobody needs training, will underperform the pilot everywhere else.

e Thebudgetshouldreflectamulti-cohort, ongoing process ratherthan a one-time software purchase
with a grant for microfinance company X to run a pilot. Mass adoption programs kill themselves at
the implementation phase because they mistake the technology for the intervention, while the
human layeris usually underfunded and unsustainable.

A verification partner should be brought in at the design phase, rather than being hired later to produce a
glossy report. It should preferably be a local think tank orresearch university department with expertisein
MSME financing. It serves two purposes thata donor-funded monitoring and evaluation system does not. It
providesthe pilot with needed evidence from similar programs in comparable environments, as was usedin
section five to justify some design choices. Separately, it produces evidence and pu blishable results thatthe
pilot’s implementers, typically afintech company, would not have the resources to generate, which future
rounds of financing and replication in other countries will need.

Nothing said above is particularly innovative. It speaks to the basics of what any competent pilot programin
any sectorwould look like: testing, iterating, and verifying before scaling up, using proper staffing, time,and
budgets. What is specific to the MSME digitization field is that | think there is pressure to skip the pilot
altogetherdue tothe low cost of the unitintervention. Afterall, an application is not that expensive to build,
sowhy notbuilditforeveryone? As section five showed, thatapproach has beentriedin Vietnam, India,and
several Southeast Asian countries, with the result that adoption has taken off only after years of continuous
engagement and not one pilot. Bangladesh can expect the same result if it tries to skip the pilot.



10. What scaling actually requires
Taking together what was said, four conclusions seem to follow.

e  MSME policy must make acleardistinction between the credit line and process digitization. A grant
for apointof sale and accounting system serves adifferent purpose than aworking capital loan; the
former should not be quietly tucked in as another item for working capital.

e Current channelsfor advisory services for SMEs, from the SME Foundation and the BSCICclustersto
the banks’ SME desks, should tie in some basiclevel of Al literacy to whatever services they offer, so
as to constitute acomprehensive proposal to the owner-manager. In other words, when aborrower
is alreadyfilling out the application formforaloan, he or she should be able to spend halfadayina
tutorial on keeping digital records.

e Training providers need to think of modular and intensive courses leading to micro-credentials or
diplomastargeting family business owners, offered in the vicinity of business clusters, in Bengali,and
costing not much more than the monthly salary of an unskilled worker.

e Banksandotherlenders needto start considering structured digital records as just anotherparameter
in credit appraisal, rather than a substitute for collaterals. Any sort of preferential treatment for
people who keep records digitally, evenas low asa 15% processing fee discount forapplicants with
at least one year of digital records, will serve to incentivize the right behavior.

11. Conclusion

Accessto credit, technology, and marketsisindeed a limiting factor for many of Bangladesh’s MSMEs, as
this note has stated on multiple occasions. However, access-oriented policies have seen the primary
attention of policymakers for quite some time, and the productivity of Bangladesh’s SMEs in comparison to
the regional cluster remains stagnant. Partly becausethe inputs gointo the wrongdirection, fueling
businesses unable to document, monitor, and standardize the methods they already apply. Yetthere isone
way in which Al can benefit this particular segmentin ways not envisioned before: not by de sign, but by
default, by enabling universal bookkeeping and replication ata cost lowerthan what any business has had at
its disposal before. The second crucial stepis rethinking the readiness curriculum, applying the reverse
approach, which would better accountforalready existingliabilities of an entrepreneur.

None of thisis conjectural, because Kenya, India, and Vietnam can all provide evidence of ashiftinlending
practices once a business’s activities become sufficiently verifiable —and Bangladeshisalready home toa
similar conceptviamobile financial services. The challenge is designing the properinstitutional scaffolding
without derailing aninitiative that has the potential to do what years of access-oriented policies failed to do.
Prioritizing consent, datasovereignty, and portability, as well as adopting a careful approach to pilot,
vernacular, and scale design, would allow Bangladesh toinsulateits population of small business owners
from the jurisdiction of international conglomerates. This approach would let Bangladesh close a substantial
part of the productivity gap outlined in this note, as national entities would finally be able to serve their
domesticmarketin a capacity equal to multinational corporations.
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