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Do more to address challenges faced by SMEs in PNG

Small and medium enterprises (SMEs) play an important role in the economy of a country such as Papua New Guinea (PNG).
According to PNG SME Policy, the number of SME:s in the country is expected to be at least 500,000 in 2030. However, the
growth of SME:s in the country continue to be restricted by several constraints

The PNG National Research Institute is releasing Discussion Paper No. 213 titled “Factors affecting growth of small and
medium enterprises in Papua New Guinea” by Dr Philip Kavan, a Senior Research Fellow under the Economic Policy
Research Program. It focuses on the key factors that restrict SMEs from achieving their full potential and strategies that can be
used to promote the growth of SMEs.

Constraints that restrict the growth of SMEs include the following:
Difficulty in leasing or buying land,

Difficulty in accessing finance/loans/capital,

Corruption in the public sector,

Government regulations,

Inadequate experience in managing a business,

High tax rates,

Customary obligations (haus krai, school fee, bride price, etc..., and
Businesses in the private sector dominated by foreign enterprises.

Constraints to the growth of SMEs can be addressed by the following strategies:

e Make land more accessible to SME operators.

e Provide more accessible and affordable financial services to SME operators.

e The government should consider providing incentives and support programs to assist the migration of businesses from the
non-formal to the formal sector.

e DProvide targeted skills training to facilitate sustainable development of SMEs at all stages of development.

e SME operators must stand firm against customary obligations to see growth in their businesses.

If the intention is to boost the growth of SMEs in PNG, there is a need for the government to do more by considering how to
address changes faced by SME operators and provide effective programs to attract more Papua New Guineans into SMEs.

The Publication can be accessed on the PNG NRI website https://www.pngnri.org.

Also, follow discussions and updates on the reports on our social media pages:

Facebook: https://www.facebook.com/pngnri
Twitter: https://twitter.com/pngnri
LinkedIn: https://www.linkedin.com/company/national-research-institute-of-papua-new-guinea-nri-/

For enquiries, please contact Samuel Kehatsin on Tel: 326 0061 or Email: Samuel.Kehatsin@pngnri.org.
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