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BACKGROUND: THE SIGNIFICANCE OF SMES

Small and Medium-sized Enterprises (SMEs) are the lifeblood of the global economy. They represent the vast majority of businesses worldwide and contribute significantly to
job creation, economic growth, and innovation (OECD, 2017)

* Engine of economic growth
*  Contribute significantly to GDP (30-53%) across ASEAN nations (IFAC.(n.d).
* Diverse range of activities: manufacturing, agriculture, retail, tourism. *Example: Vietnam's garment industry dominated by SMEs, a major global textile player
(Vietnam Textile and Apparel Association, 2023).
* Job creation
*  Provide 2 out of 3 private-sector jobs in Southeast Asia (ADB, 2018).

* Agile and flexible, adapt to changing markets and create employment opportunities. *Example: Indonesia's MSME sector employs a large portion of the
workforce, especially in rural areas (ILO, 2020).

*  Empowering People & Reduce Poverty
*  Create jobs and foster entrepreneurship, helping break the poverty cycle.
*  Provide income-generating opportunities, especially in remote areas.

*  Often family-run businesses, promoting shared income and financial stability. *Example: Philippine handicraft businesses provide livelihoods for artisans and
families (1LO,2020).

* Limited Access to Finance: A Major Hurdle
e Traditional banks view SMEs as high-risk borrowers.

* Diffficulty securing loans for expansion, innovation, and working capital.

*  Financing gap hinders SME growth and overall economic development (World Bank,2019).




SMECELS: AN OVERVIEW

Government-backed initiative

Provides loans to SMEs

Aims to ease access to financing at the lowest interest rate 5% over

a |5 years Repayment Period.

The Facilitators include;
|) BSP ( Bank South Pacific) K100m Annually Starting 2020
2) NDB (National Development Bank) K80m

3) DCI (Department of Commerce & Industry) K20m




SMECELS: AN OVERVIEW CONT..

“* The allocation was divided into specific programs:
» K40 million for agriculture-related businesses,
» K24 million for businesses led by youths and small businesses;
» K8 million for women-led businesses;
» K8 million for businesses in Bougainville; and

» K20 million for monitoring by the Department of Commerce and

Industry.

» The other portion of the K200 million was allocated to

Manufacturing and other sectors of the economy




STUDY OBJECTIVES: RESEARCH FOCUS

I. CELS effectiveness in organization, N

disbursement, and accessibility |

2. Challenges for providers (BSP)

* Whilst other institutions including NDB and
DCI were involved in disbursing the
program, they were reluctant to disclose
information despite several attempts made
and information being public in nature.

3. Accessibility barriers for SMEs

4. Recommendations for improvement




METHODOLOGY: RESEARCH APPROACH

* Exploratory study

* Interviews and Questionnaires used
to collect data from BSP personnels

and SME owners:

* Data analysis to identify key themes




RESEARCH PARTICIPANTS DISSECTIONS
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FINDINGS: SMECELS ORGANIZATION AND
DISBURSEMENT- CASE OF BSP

I. Application process through BSP

 Stringent Loan Application Process compared to its unsecured Loans in terms of its
documentation requirements.

2. Loans Repayment Process

* In PNG, studies show that similar government pooled funds have poor repayment, see
Kavanamur (2003).

» From the BSP participants who provided responses on their opinion on the loan repayment, 50
percent ranked average and the other 50 percent ranked good.

3. Disbursement timelines

¢ Efficiency and Operational Effectiveness: Long Disbursement Time Lines

4. Customer feedback: Gathered feedbacks from borrowers to understand their experiences on
satisfaction on loan processing and disbursement timelines.




FINDINGS: CHALLENGES FACED
RQVIDERS (BSP)

High volume of applications
* Limited staff resources: Leading to customer dissatisfaction
* Inefficient processes: Manual Processing which Leads to — time consuming and error
prone
2. Complex documentation requirements
* Limited financial records: These requirements further pose significant challenges for
SMEs.
3. Difficulty in assessing SME creditworthiness

* Limited credit history:

* Informal economy:

* Lack of financial literacy:

* Economic volatility:




FINDINGS: ACCESSIBILITY BARRIERS FOR SMES —
SUMMARY

Table 2: SME Participants Analysis
|. Lack of awareness about the Nature of | Numb | Percen | Indust| Numb | Perce

CES L: (42%) organization

2. DifﬁCUIt)’ meeting loan Private Limited [BEL. 3 Retail 49 34
requirements: collaterals to Company Trading

o Public Limited 10 6.9 Export 5 3.4

Pledge (22/0), Partnership 5 34 Manufact 4 3
uring

3. Lengthy (Compllcated) Sole proprietor 49 34.5 Services 44 31

. : o Family Business 34 24.1 Real 5 3.4
application process (56%) Estate

Other 0 Nil Farming 25 13.8

Total: 142 Other 10 6.9




CONCLUSION ON PNG SME CELS

|. The PNG SME CELS program holds significant potential to drive
economic growth and development by empowering small and
medium enterprises (SMEs). However, its effectiveness is hindered
by several challenges, including:

Limited awareness among SMEs
Complex and lengthy application process

Strict documentation requirements

il )

Difficulty in assessing SME creditworthiness




ENHANCING THE CELS AND SIMILAR SCHEMES:
RECOMMENDATIONS FOR SMES’

I. Improve financial literacy: Understand financial statements, cash
flow management, and the importance of credit history.

2. Maintain accurate records: Keep detailed financial records to
support loan applications.

3. Develop a comprehensive business plan: A well-structured
business plan demonstrates viability and growth potential.

4. Network and build relationships: Establish connections with
financial institutions and government agencies to access support and
information.

5. Consider alternative financing options: Explore options like
microfinance institutions, crowdfunding, or government grants.

6. Join business associations: Membership in business associations can
provide access to resources, training, and networking opportunities.




ENHANCING THE CELS AND SIMILAR SCHEMES:
RECOMMENDATIONS FOR FI§’

Invest in technology: Implement digital platforms to streamline application processes and

improve customer experience.

* Develop risk-based lending models: Tailor loan products and underwriting criteria to
different SME segments.

* Offer capacity building programs: Provide training and support to SMEs on financial
management and business development.

* Partner with government agencies: Collaborate with government to develop SME-friendly
policies and programs.

* Consider alternative credit scoring models: Explore non-traditional data sources to assess
creditworthiness, such as mobile phone data or utility payments.

* Offer flexible repayment options: Provide options like seasonal repayment schedules or

income-based repayments to accommodate SME cash flow.




SOME KEY POLICIES AND PROGRAMS TO
CONSIDER INCLUDE:

National SME Development Policy

Financial Sector Development Policy

Education Sector Plan

Infrastructure Development Plan

O R O

Microfinance Expansion and Regulation Act




POLICY RECOMMENDATIONS

I. Enhance Financial Literacy
2. Improve Access to Finance

3. Create a Conducive Business Environment

4. Strengthen SME Support Systems




END OF PRESENTATION

Thankyou so much for the opportunity

Q &A
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