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- Access to Finance is a key constraint for MSMEs.

e

-Lack of access to finance impacts smaller firms (-10%) more then larger
ones (-6%).

measure the two independently.
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Preference of bankers for Collateral rather than ‘Cash Flow’ based

lending —
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Serving the MSME involves higher transaction costs
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Social Market Economic Political Regulatory Enforcement
Context Context Context Context Context Context

- Access To Finance 4




Involves U

Social Market Economic Political Regulatory Enforcement
Context Context Context Context Context Context

Absorptive Capacity
(MSME have Weak Documentation skills, Lack of awareness of available schemes, or Financial products)
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Inderserviced Groups in A
involves U

Social Market Economic Political Regulatory Enforcement
Context Context Context Context Context Context

pread, Communication challenge, High transaction costs etc.

Sectoral Issues
(Typical requirements of each industry, sector, seasonality etc.)

Incentives within Financial Organizations ot
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gderserviced Groups in Accessing Finance
Involves U

Social Market Economic Political Regulatory Enforcement
Context Context Context Context Context Context
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-Import / Export potential
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Social Market Economic Political Regulatory Enforcement
Context Context Context Context Context Context
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Need for ‘Selling’ reforms
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Social
Context

naderservicea
involves U

Market Economic Political Regulatory
Context Context Context Context
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Enforcement
Context

Knowledge and Skills
(Competent Regulators, Judges)
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Context

naderservicea
involves U

Market Economic Political Regulatory
Context Context Context Context
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Enforcement
Context

Qualified and Competent Judges

(Intellectual property Taxation, Banking, Insurance, Company liquidation)
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N
Corruption

» About 42% SMEs in middle-income countries and 34% in low-income
countries perceive corruption to be a m’ajor obstﬁﬁle
» Corruption contributes to inequality.
» Corruption is negatively correlated with h =
_ » Corruption is negatively correlated N gr
> Corruption erodes trust in bankin
> Raises cost of capital. i
P Increases the impact of rlsks ; “H ”

> Dlscre ary powers given.t

. counter p a'di jve to flgh

§> Powerful supée ‘ Y, e to taptu\edmdqgmpulatlon
- regulat bence, tend to lower the

= “ihtegrity of bank
>“Private Monitofing works better for maintaining the integrity of bank
..-lending in countries with sound legal and bureaucratic institutions.
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