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Unlocking A2F for MSME

*

Raising awareness and facilitating MSME access to financing

*

Selecting small-scale action plan and implementation

*

Fine tuning actionable recommendations and defining work plans

x*

|ldentifying A2F Instruments - Policy recommendations
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verall Objectives: Enhancing the contribution of MSMEs to job creation by
facilitating A2F through efficient public policies and instruments

Specific Objectives
A Assessing existing public policies, mechanisms and instruments
A Formulating policy recommendations and action plans

Intervention strategy

A Supporting MED countries to assess existing public policies & instruments
A Supporting dialogue at (sub-)regional level (policy and action plans)

A Methodology harmonised with DG GROW and SBA

Monitoring and Evaluation

A Policy recommendations put into practice (e.g. laws and regulations)

A Action plans approved, stakeholders and resources mobilized

A SBA Policy index / WB* Doing Business / WEF* Global Competitiveness

* WB: World Bank i WEF: World Economic Forum
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In-country level (Nov15-Jan16)
A Support to the SBA Coordinators and A2F advisors

A Desktop studies / Focus groups
A Factsheets, good practices, SWOTSs, recommendations
A Elaboration of country reports

At (sub-)regional level (Jan16-Aprl6)
A Database building and analysis

A Key recommendations at regional level
A Organisation of sub-regional working groups
A Assistance to the selection and elaboration of action plans

At national level (May16-Nov16)
A Support to launching action plan implementation

A Seminars to raise awareness, share good practices and disseminate results
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Population

A Compilation of qualitative and quantitative information for 8 countries and
consolidation

A 98 public or publicly-financed programmes identified

A Publicly available data on MSME development stage, assets financed, size
of financings, tenures and costs

Quality control

A QC has been undertaken at three levels: the A2F counsellors, the SBA
Coordinators, the EBSM Team Leader

A Focus groups involved both demand and supply side

A Relevant national agencies have been involved
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Tenure
Type of assets Size of financing in
Stage of development financed (EUR) Years
= % =
tlgls|z|5].
Egypt Instrument Slc1|8 % 3|2|s Sla |2
S|S|B|S|S|E|B|E|E|S]| o
S15|8|2|5|2|5(2|2|E |2 - <|
o|@lc|lo|lo|B|(L|o|z|8|S = < S| o
clo|E|a|lx|F|E|=S|w|E|O > > = |=| O
NBE SME programme 1] 1) 1) 1) 1] 1 240 000 5
Loans Mashrouay BM 1 6 000 28 000 5(10,0%
Al Rabeh BM 1
Gtees IMP Guarantee Fund 1] 1 1] 1 1 200 000 71 2,0%
CGC - SMSE 1 1 40 000/ 6 000000 1] 5| 2,0%
Private equity Bedaya Fund 1 1] 1f 1 1|300000|1 800 000 5
Micro finance Al Batal BM 1 1 130 6 000 5
NILEX 1 1] 1 1f 1 60 000| 5 800 000 0,05%
Uelease 1 1 15%
Innovative instr. ORIX Lea§|ng Egypt L L
Plus Leasing 1] 1
Islamic Murabaha 1
Microfinance- SFD 1 1 590 000| 1 200 000 3| Mkt
Others Financials Services IMC 1] 1 1
Total Ol 3| 0|13 3| 1| 2| 5| 7| 2| 2
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The mapping concerns only public or publicly-funded programmes

A The absence of public programme is not always indicating a gap, as the
private sector may address the demand (ex. High tech VCs)

A The mapping tries to be as exhaustive as possible, but some small sized
Initiatives may have passed through the cracks

A Quality and quantity of data publicly available should be improved
A The amounts committed or engaged by instruments are hardly available

A Some information undisclosed: confidentiality issues or varying from one
client to another (e.g. interest rates)

A The focus groups provide qualitative views

EBESM Project 8



A
A

A Morocco & Lebanon having the densest portfolio of instruments

5. Results:

98 public programmes identified

Instruments and weaknesses

291 public-sponsored instruments* (232 without microfinance)

Avalilability of instruments is contrasted by countries
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* Instruments being defined as a window for a specific stage of enterprise development, some
windows have several instruments (e.g. a Guarantee Fund managing several instruments).
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5.1 Distribution by MSME development
stages 1 Without MF (1/2)

Number of financial instruments at each stage of entreprise development
(without microfinance)
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Findings

A The distribution of instruments by enterprise development stage is
similar by country, except in Algeria, which seems to slightly favor the
transmission instead of creation

A Concentration of financing instruments on the business development
phase

A Instruments dedicated to business development are diversified
according to national policies

A Secondary peak on the creation phase

To

Incubation instruments are rare or inexistent in some countries

A Same for financial restructuring and transmission
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5.3 Distribution by MSME development
stages 1 All

Number of financial instruments at each stage of entreprise development
{all instruments)
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A Taking into account of MF, development and w
i creation remain the dominant stages, except for
i Lebanon which still puts a strong focus on
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5.4 Weaknesses and threats
(Loans & Guarantees)

Requirement of collateral and access to
A K ey I S S U eS guarantees

EEE——
i Collateral requirements e oo e e
I
I
]

statements)

| Asym metrlC InfOrmathn Imperfect information and |

communication

I Costs and delays of transactions
I Lack of communication on existing

Cost and delays of transactions

Credit and equity legal and regulatory

Instruments frameworks 7
I Inappropriate credit and VC legal and Legsland i ssues yeltedto
reg u |ato ry frameworks Low competitive intensity between |

banks and risk sharing mechanisms

Lack of clear developmental mandate

A Secondary issues
Others (e.g. Non ICT targeted VC

I Legal and tax issues related to instruments) |
g U arantees Lack of follow-on support for SMEs

I Low competitive intensity between FlIs
I Lack of clear development mandate of Fls
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5.5 Weaknesses and threats
(Risk capital)

A ey ISS ues Capital risque / Venture capital
i Lack of exit opportunities nadapted gl framewor. [
I MIStrUSt Of entrepreneurs Defiance of entrepreneurs _
I Inappropriate legal framework R ——
I Lack of awareness on PE and VC .
Industry practices
Lack of entrepreneurs' awareness on the _
PE and VC industry practices
. Lack of follow-on support for investors
A Secondary issues o)

- = R VC that are too much oriented towards
I Mistrust of investors technology |
I EXxcessive demands from investors Prcessve demands fom investors |
I VC are too much oriented towards tech. Defiance of investors
I Lack of follow-on support for investors Lack of information on existing PE and
I Lack of information on existing facilities A
I Lack of new management team support o 1 2 3 a4 s
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5.6 Weaknesses and threats (Microfinance)

Micro-Finance

A K ey | S S u eS Faiblesses et menaces / Weaknesses and threats

I Inappropriate legal and regulatory High level of iigations
framework (notably deposit taking)

I Too low ceilings and lack of follow-on
fl n an C| n g Lack of information on existing facilities

I Insufficient low costs MFI funding Excessive costs
I Lack of support to MFI management |

Lack of evaluation and lessons learnt _

Others

MFI management issues

A Secondary issues

I EXC€SS|Ve COStS Insufficient MFI funding
I LaCk Of Informatlon On eXIStIng Too low ceilings and follow-on financing
facilities

Inadapted legal and regulatory
framework

T Lack of evaluation and lessons learnt |
I High level of litigations
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6. Recommendations

A Recommendations formulated through a collaborative and
participatory process at country level

A 41 generic recommendationsc | assi fi ed u

nder
60Demand6 (17) ORegulatory (12

)

A These recommendations have been consolidated and ranked
by occurrence in the region (highest occurrences in blue)

A The perception of the needs is contrasted by country (no all-

country recommendation, 7 recommendations common to 4
countries or more)
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6.1 Recommendations (Supply)

Offre / Supply

Implement a unified Blended Score Card systems for
SMEs, strengthening credit bureaus

Cty bldg at top and middle-management levels to foster
decisions based on projects’ CFs

Increasing the number of innovative banking and non-
banking financial instruments (Leasing , Mezzanine, VC)
and fund of funds

Streamline registrations process for SMEs

Support development of the stock exchange

Strengthening advocacy capacity of SMEs / Strengthen :
and establish business associations including for VC and
crowdfunding |
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6.2 Recommendations (Demand)

Demande / Demand

Toolkits and central financial directory on available
instruments (terms, costs, repayments) disseminated in
partnership with counselors

Provide mentoring and training programs on
entrepreneurship, technical, managerial, financial skills

Capacity-building for MSMEs to improve their financial skills

Creating an efficient one stop shop agency for MSMEs,
notably in the regions, to facilitate the process.

Developing the SME consultancy ecosystem

Fostering partnerships and collaborative projects notably with
the academia




6.3 Recommendations (Reqgulatory)

Regulatory

Incentives to encourage SME lending and venture
capital investment and MF such as tax exemptions

Facilitates access of banks and MFIs to data on _
SMEs from central registries

Simplifying legislation of establishing the VC and
PE funds and mezzanine funds

Passing / enacting Moveable Assets Registry Law

Unified definition of MSMEs

Crafting a strategy and incentive packages for
MSMEs including sector and geographical...

=]
=
~o
w
~
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6.4 Recommendations (Fin. Services)

Financial services and others

Establishment of a banking
mediation centre

Market intelligence to gather

data from the SME’s external
environment (buyers, suppliers)

Central registry for micro-credits

Improving the efficiency of one
stop shops
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/. Conclusions - Issues (1/4)

Key Issues / Challenges Identified

Lack or insufficient development of risk sharing mechanisms

Lack of subordinated and participatory loans or mezzanine finance
Insufficient VC and start-up finance for non hi-tech companies

Lack of capacity-building for banks (tools & systems) / credit bureaus
Lack of breadth and depth of the supply / Lack of competition

Insufficient financial BDS for MSME / lack of innovation and tailoring

Do o T I Po Do o

Insufficient awareness of existing facilities
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/. Conclusions - Recommendations (2/4)

made for European countries Strategy & Evaluation

ain issues identified are in line with the recommendations i
Source : Evaluation of Member State Policies to Facilitate Access to Finance forJBME2012 E S Services ~

Main Recommendations mentioned in the study:

1) Design of new financial facilities

A Designing a scheme fitting into the
A Ensuring linkages with other support schemes

A Defining clear and specific intervention aims and targets

A Avoiding competition notably with the regulated banking sector

A Specifying the target rate of retur.
A Building flexibility into the operation of the scheme from the beginning
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A
A
A

o Do To Ix

) Operation

Expedite the decision making process
Foster public-private collaboration

Close collaboration between the scheme and the representative bodies
of the target group(s)

Provision of financial and non-financial business advice

Monitoring and evaluation

Regular evaluation and public scrutiny

Regul ar review of the programos ef f e
Should be embedded in the contractual documentation

And tools should be implemented to build the capacity of the Fls to report
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Specifics to the Mediterranean countries:

A Access to Long Term and risk funding (in some countries in EUR)

A Focusing on the regulatory impediments to the development of
guarantees and risk sharing instruments (legal and land problems,
relationship problems with banks, guarantees recovery problems, etc.)

A Increasing competition between Fls by fostering financing innovation (e-
banking, e-payment, mutual guarantee funds)

A Tools to facilitate credit analysis, rating and creditworthiness assessment

A Focusing on training bank staff and management, implementation of tools
and sector knowledge

A Focus on financial and banking information for and on MSMEs
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Unlocking A2F for MSME

*

Raising awareness and facilitating MSME access to financing

*

Selecting small-scale action plan and implementation

*

Fine tuning actionable recommendations and defining work plans

x*

|ldentifying A2F Instruments - Policy recommendations
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Sub-dimension 61: Legal and regulatory framework
THEMATIC BLOCK 1: CREDITOR RIGHTS
THEMATIC BLOCK 2: REGISTER
THEMATIC BLOCK 3: CREDIT INFORMATION BUREAU
THEMATIC BLOCK 4: BANKING REGULATIONS
THEMATIC BLOCK 5: STOCK MARKET
Sub-di mensi on 6 2: Sour ces of exter nidg

THEMATIC BLOCK 1: BANKING LENDING PRACTICES AND CONDITONS
THEMATIC BLOCK 2: CREDIT GUARANTEE SCHEMES

Sub-di mensi on 6 3: Sour ces of external
THEMATIC BLOCK 1: MICROFINANCE INSTITUTIONS
THEMATIC BLOCK 2: SAVINGS AND LOAN ASSOCIATIONS (SLAS)
THEMATIC BLOCK 3: LEASING
THEMATIC BLOCK 4: FACTORING

Sub-dimension 64: Venture capital ecosystem
THEMATIC BLOCK 1: LEGAL FRAMEWORK
THEMATIC BLOCK 2: DESIGN AND IMPLEMENTATION OF GOVERNMENT ACTIVITIES
THEMATIC BLOCK 3: MONITORING AND EVALUATION
Sub-dimension 65: Financial literacy

THEMATIC BLOCK 1: PLANNING, DESIGN and IMPLEMENTATION
THEMATIC BLOCK 2: MONITORING AND EVALUATION
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Based on recommendations, SBA coordinators and A2F advisers identify
oneorseveralbaction(s) o

Then, identify the SBA theme under which the action falls

Take stock of the detailed questions of the relevant theme to identify
which of these questions will be addressed specifically

Appraise ex-ante the expected impact on the scoring of the theme and
on the dimension 6

This will help establishing the baseline for the monitoring of ex-post
impact
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) 8.3 How Is the action expected to address
SBA questions? Ex. Bank lending

Sub-dimension 62: Sources of external finance — Bank financing

THEMATIC BLOCK 1: BANKING LENDING PRACTICES AND CONDITONS
THEMATIC BLOCK 2: CREDIT GUARANTEE SCHEMES

Sub-di mensi on 62: Sources of external
THEMATIC BLOCK 1: BANKING LENDING PRACTICES AND CONDITONS

see statistics

OPEN QUESTIONS:

Which of the following incentive mechanisms existin SME lending:

Subsidised funding to banks for on-lending

Interest rate caps

Interest rate subsidies

Other (please specify)

THEMATIC BLOCK 2: CREDIT GUARANTEE SCHEMES

Does a public and/or public-private credit guarantee scheme existin your country?

If yes |[Does the private sector participate in the management of the public or private/public
credit guarantee schemes?

Do the credit guarantee schemes offer further complementary services?

Do the credit guarantee schemes offer assistance and training programmes for
SMEs?

Does an independent monitoring of the credit guarantee schemes take place?
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\) 8.4 Intervention logic framework

)

THEMATIC BLOCK 2: CREL Reg. Cur-
GUARANTEE SCHEMES Solu- reform|Resour Cham-| Stake- | Hori- | Feasi- rent
ISsue tion |Tools{needeq ces | pion |holders| zon | hility |Priority| score | Target

Does a public and/or public-
private credit guarantee
scheme exist in your country?

Impact on sub-questions As is now | Expected to be
Does the PS participate in the management of the public or PP CGFs?
Do the credit guarantee schemes offer further complementary services?
Do the credit guarantee schemes offer assistance and training programmes for
Does an independent monitoring of the credit guarantee schemes take place?
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\) 8.5 Intervention logic T An example

J

THEMATIC BLOCK 2: CREL Reg. Cur-
GUARANTEE SCHEMES Solu- reform|{Resour Cham-| Stake-| Hori- | Feasi- rent
Issue tion |Tools|needed ces | pion |holders| zon | bility [Priority| score| Target
Banks,
Central, .
busines
Bank /
: . " 5 Meur S
Does a public and/or public- | Insufficiently | Foster| Grant Non- .
: ] Grant associa
private credit guarantee developed [compet| sche| None money bank oS Jyeary 3 Y 2 4
. . ,) .-. ]
scheme exist in your country? |and monopoly| i-tion | mes LA |SUPEIV) poe
>0y rovide
body |
s
Impact on sub-questions Asis now | Expected to bq

Does the PS participate in the management of the public or PP CGFs?

Do the credit guarantee schemes offer further complementary services?

Do the credit guarantee schemes offer assistance and training programmes for
Does an independent monitoring of the credit guarantee schemes take place?
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)’ 8.6 Action plan: from diagnostic to action
s

Take advantage of the South-South exchange of good practices to
propose concrete actions

A Realistically assess the feasibilityof each recommended
A Evaluate the resources neededt o i mpl ement the 6act
A Involve decision makers / opinion leaders

A Organise dialogue platform / Mobilise champions

A One-pager action fiche developed for each action envisioned

A Technical assistance provided for implementation
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Thank you for your attention

Contact: Marie-Jo Char
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