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Extended Abstract

Government MSME credit scheme: demand, access, and impact

Access to financing is key to growth and development of micro, small, and medium
enterprises (MSMEs). However, one of the major constraints to the growth and
development of locally owned MSMEs particularly in Papua New Guinea (PNG) is
inadequate credit or difficulty in getting the available commercial bank loans.
Consequently, in 2019 the Marape Government introduced a publicly funded MSME
Credit Facility, with K100 million allocated in the 2019 supplementary budget, and K200
million in the 2020, 2021, and 2022 National Budgets. These monies have been
distributed to commercial banks, particularly the Bank of South Pacific (BSP) and
National Development Bank (NDB), for onward lending to MSMEs as an economic
incentive or stimulus program, to promote business start-ups and the development
existing MSMEs. According to the country’s Medium-Term Development Plan IV 2023-
2027 (MTDP 1IV) the government has been investing heavily in MSMEs with the hope the
hope that the MSMEs will transform the country through wealth creation, employment,
and improvement in the welfare of the people. The central question is: what is the impact
of access to the government-financed credit scheme provided to MSMEs in PNG?

To answer this question, we requested government-financed MSME loan data but both
NDB and BSP were unable to share this vital information. As an alternative, we
determined the sample frame in consultation with the Small and Medium Enterprises
Corporation (SME Corporation), the government agency mandated to lead the
development and promotion of MSMEs in PNG. SME Corporation has provided
entrepreneurship and financial literacy training to over 22,000 MSME owners in over
6,000 wards across the country. Many of the participants attend SME Corporation’s
flagship Start and Improve Your Business (SIYB) capacity building and training program
as a mandatory prerequisite for accessing the government funding allocated for MSME
developmentintheir provinces and districts. We, therefore, interviewed 585 (312 females,
273 males) people who are potential and/or already established small business
entrepreneurs and participated in the SIYB capacity building and training program in 2021,
2022, and 2023 to understand the demand for and impact of the government-backed
loan from their perspective.

This Seminar will not only present and discuss preliminary analysis of the survey data,
but will also receive feedback form stakeholders in academia, industry, government, and
non-for-profit entities that have interest in promoting the growth and development of the
MSME sector in PNG.



