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1 Research Approach The objective of the study was to survey, examine and document the main constraints faced by women engaged in formal business in selected Pacific Island countries with a view to inform the development of gender inclusive policies and strategies. Six Pacific Island countries were selected for the present study: Fiji, Papua New Guinea, Samoa, Solomon Islands, Tonga and Vanuatu.



Methodology The field research was carried out over a one-week mission in each country, with longer missions in PNG and Fiji. The research was carried out in one or two geographical areas in each country, rather than across the national territory1. The international consultant administered 90 out of the 120 questionnaires while national consultants conducted the remaining 30 in the two countries where they joined the fieldwork – Fiji and Papua New Guinea. The study is based on a survey of women entrepreneurs, focus group discussions, and individual interviews leading to case studies. In addition, numerous interviews were conducted with women and men, relevant stakeholders, including financial institutions, business development service providers and government representatives. The survey was designed to gather information on specific constraints on women-led SMEs, both financial and non-financial constraints. Of the 120 women entrepreneurs surveyed in the questionnaire, 32 were from Fiji, 29 from PNG, 7 from Samoa, 18 from the Solomon Islands Tonga and 16 from Vanuatu. Most of the respondents had registered businesses (91 percent); 68 percent were owners and 23 percent were co-owners of their enterprises. In terms of their sector of activity, 56 percent of the respondents were in the services sector, 19 percent in retail business, 12 percent in manufacturing and 3 percent in the construction industry. The vast majority of the respondents (70 percent) had operated their businesses for over three years, and 22 percent indicated that their enterprises had been in operation for less than 3 years. The questionnaire used in the survey, was tested in the field and adapted in the course of the field mission so as to reflect new insights gained in the course of administering it. Some changes were made especially in the first part of the field mission2. On gender, questions 1



In Fiji and PNG more time and resources were made available for the research. For instance in each country a local consultant contributed to the study and conducted interviews allowing for a larger geographical coverage. In the remainder, women entrepreneurs interviewed were from the capital city. 2 Of particular significance was the fact that the mission started in Samoa, a Polynesian country and continued in Solomon Islands, a Melanesian country. To ensure that all cultural aspects of gender in different Pacific Island Country contexts were taken into consideration the questionnaire was fine-tuned so as to reflect the
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were added to ascertain the nature of empowerment experienced by women as a consequence of being SME owners and leaders. The analysis was based on women’s selfworth and their ability to negotiate and bargain their gendered roles in the family and society. Fourteen focus group discussion sessions were held in eight locations across the six Pacific Island Countries (PICs) under review with women entrepreneurs and separately with relevant stakeholders, such as representatives from financial institutions, business development providers, private and public entities supporting entrepreneurs, and government bodies in charge of the private sector and SMEs and gender. NGOs active in economic development including women were also consulted. Focus groups were organized to supplement findings from the survey. Some of these interviews were also used as case studies on individual women to further probe the nature of constraints facing women entrepreneurs, potential solutions, and the challenges faced given in the family and business spheres. In the course of administering the questionnaire, the international consultant identified women in SMEs who could be featured in case studies. Criteria for selecting these women were as follows: did the business women employ at least 5 people3; was she a ‘representative’ of other businesswomen in her country; was the activity in a sector or line of activity that either conformed to, or was contrary to the gender stereotype; was there evidence of business success; did the range of business women selected reflect the diversity of profiles, including ethnic origin and use of banking services and non-financial services or lack thereof; and did the women, provide diverse insights into the profiles of women in SMEs in the six Pacific Island countries and their business constraints. A total of 24 case studies were compiled as part of the research. Whenever possible, interviews were conducted with women entrepreneurs in their working place, farm or shop, to better understand their environment and their business and when possible, relationships with employees and clients. This approach resulted in a more in-depth perception of the characteristics and features of women’s SME in different industries, economic sectors, and country contexts adding more content to the analysis and providing a better understanding of the issues at hand despite the time constraints inherent in a short-time study. Most of the business-women interviewed and surveyed in the questionnaire, or consulted for case studies were members of business associations or chambers of commerce when the latter did not exist in the country of focus4, or were referred by these organizations and other stakeholders.



socio-cultural norms affecting the role of women in business. For instance, it was evident that control and access to resources and inheritance based on matrilineality and patrilinearity were important elements that affected women’s business behavior and their propensity to be an entrepreneur. As such, questions on inheritance were integrated in the questionnaire. 3 Five out of the women featured in the Case Studies have less than five employees. They were selected to highlight an original feature that was representative: two in Vanuatu – where a large proportion of businesswomen encountered were foreigners, and one in each of the following countries: SI, Fiji, Tonga because their activities seemed to have growth potentials. 4 Of the six PICs of focus, only in Samoa and Vanuatu women in business organizations did not exist.
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The following themes have been explored through individual interviews, questionnaires, and case studies: 1) Socio-economic profile of women entrepreneurs: age, marital situation, education level and past employment information; ethnicity and inheritance category 2) Key data on the firm: company, status, history, ease of registration, type of ownership, management responsibilities, number of employees, profitability levels, sector of activity, competition level, type of service/product, ownership 3) Business profile of the entrepreneur and her responsibilities in the firm, her motivations to start the business; how she started the business, alone or with others 4) Women entrepreneurs’ position vs. finance, type of financial services used, constraints, challenges 5) Women entrepreneurs’ position vs. non-financial services, consumption, experience in using them, constraints 6) Gender aspects of being a woman entrepreneur: reconciliation of family and life responsibilities, how women entrepreneurs and their husbands are perceived in the family and the community as a result of their business role; empowerment effect of running a business; domestic violence 7) Cultural aspects that affect running the business: cultural financial obligations



SME Definition There is no single definition of an SME. Futhermore national statistical SME definitions may differ from those used by financial institutions5. In most countries small and medium enterprises (SMEs) are defined based on the number of employees, sales, or assets. A micro or small enterprise is defined in general as one with up to five (or six) employees 6. SMEs may also include unregistered and informal enterprises7, but for the purpose of this study the focus of the research was on formal, registered enterprises. Fiji was the only Pacific Island Country with an officially endorsed definition of SMEs. Table 1.1: Fiji Definition of MSMEs given by the Reserve Bank Criteria Medium Small No of (paid) employees 21 to 50 6 to 20 Annual Turnover/Assets 100,000– 500,000 30,000- 100,000 (FJD)



Micro 1 to 5 Less than 30,000



Among the six Pacific countries included in this study, there was no commonly accepted definition of the SME sector until recently. Tonga and Solomon Islands issued SME Policies in 2013 and 2014 respectively, while Samoa and Vanuatu announced plans to do so shortly. PNG already has an SME Policy which has recently been revised and is expected to be 5



A comprehensive definition of an SME is provided by OECD in Box 1 page 59, ADB-OECD Study on Enhancing Financial Accessibility for SMEs. 6 Snodgrass and Biggs, 1996; Cull, et all., 2006 7 http://www.microenterpriseworks.org
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released in the near future. As for Fiji, discussions with Reserve Bank representatives suggested that the country is working on one and plans to publish it before long. The SME definition helps identify the focus and target group for the policy. Identifying the group helps to create a basis for support and buy-in for the SMEs themselves but it mostly allows governments to focus their efforts on supporting that segment considered to be the engine of economic growth. In ASEAN Member States, for example, SMEs represent over 96% of all firms and account for 50 to 85 percent of domestic employment 8. Having an MSME (Micro, Small and Medium Enterprises) definition helps stakeholders establish thresholds for eligibility, allocate resources for the targeted group and encourage SMEs to meet qualification criteria. Moreover, countries use definitions that take into consideration their population and economy. Given differences in size among the six countries in this study, PICs definitions of SMEs will vary. The terms micro, small and medium enterprise are sometimes used in a confusing manner in the region, making it quite difficult to determine the actual size of each enterprise and to design appropriate solutions As previously stated, Tonga and Solomon Islands adopted SME Policies with definitions in line with the size of their economies. Table 1.2: Definitions of SMEs: Tonga the MSME Policy and Strategy, 2013 Criteria Large Medium Small No of (paid) employees Over 25 15 to 25 6 to 15 Annual Turnover (TOP) Over 200,000 100,000– 30,000 200,000 99,999



Micro 1 to 5 Less than 30,000



In some PICs, such as Fiji and PNG, different terms are used to refer to SMEs. In Fiji, for instance, the government authorities refer to "SMEs" as "Small and Micro Enterprises” instead of "Small and Medium Enterprises", while in PNG the term "MSME" is used to refer to "SMEs". In addition, financial institutions may use their own definitions of SMEs. Tonga Development Bank, for instance, defines SMEs differently from the Tongan government (Tongan SME Policy) when considering loans. Having a clear and uniform definition of the SMEs across the Pacific region would likely contribute to the support of the SME segment and will pave the way for the promotion of this sector. This will benefit SMEs owned by women. The table below presents the definition of SMEs adopted by the Solomon Island SME Policy: Table 1.3: Definitions of SMEs: Solomon Islands the SME Policy, 2014 Criteria Large Medium Small No of (paid) employees >50 >25 to 50 5 to 25 Annual Turnover (in millions >50 >10 to 50 >0.3 to 10



Micro 1 to 5 


8



http://www.asean.org/communities/asean-economic-community/category/small-and-medium-enterprises, consulted 20.01.2015.
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SBD) Net Capital Investment (in millions SBD)



>7.5



1.6 to 7.5



0.5 to 1.5
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2 Baseline of Women’s SMEs in 6 Pacific Island Countries The Regional Context



While the six countries covered by the study are diverse from a cultural, economic, social, and political viewpoint, they share many similar development challenges. Despite their differences, these countries have certain socio-cultural similarities. All Pacific societies traditionally have a communal socio-economic base, characterized by reciprocity and sharing. Traditional culture is centered around the extended family and, in many cases, Christian churches9. Similarly, women tend to have a lower status than men in Pacific societies, especially in Melanesia. In Polynesian countries, which are traditionally matrilineal, and where women have a higher social rank, the position of women in society seems to have been eroded over the last two decades. Men are the ultimate decision-makers across all countries, whether Melanesian or Polynesian. In terms of population, PNG, with an estimated seven million inhabitants, is by far the largest country. Fiji is the second largest, with over 880,000 people, followed by Solomon Islands with about 560,000 people. Vanuatu and Samoa have roughly two hundred thousand inhabitants each and Tonga slightly over 100,000. Most of the six countries are scattered over several islands, as most PICs are archipelagos. The Pacific region is prone to natural disasters, which destabilize economic actors, especially those who are most vulnerable, including women. Floods, earthquakes and tsunamis have periodically hit the region’s economies, often with damaging effects. An example in point is the recent flooding in Honiara, Solomon Islands, in early 2014. This inevitably increases the risks connected with running businesses, and is also reflected in the high costs of doing business, including the high costs of capital. Culturally, while four out of the six countries are Melanesian (Fiji, PNG, Solomon Islands, Vanuatu), two (Samoa and Tonga) belong to the Polynesian cultural zone. This cultural diversity needs to be taken into account in the study. The following factors have an impact on women’s ability to access financing in each country, albeit to varying degrees:



a. Access to land ownership and inheritance In the six PICs of focus and in the Pacific region in general, women tend to lack land rights. Their access to finance is limited as a consequence of having fewer assets to pledge as collateral on loans than men do. Customary ownership, where land belongs to 9



United Nations Division for the Advancement of Women, Violence against the girl child in the Pacific Islands region, 2006.
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the community but can be leased and used by individuals, is the dominant form of land ownership in the Pacific region. It accounts for more than 80 percentage of total land area in most countries under consideration. National land reforms are either underway or being considered in a number of countries, though this is a highly controversial issue. Some of these reforms involve measures to increase women’s access to land. For the most part, patterns of asset ownership and control make men more likely to inherit, own, and manage larger stretches of land, while women’s activities remain confined to small household plots. Women can acquire land through marriage and kinship ties, as well as inheritance. However, inheritance and marriage customs tend to protect male ownership and control over assets, and may be tolerated or endorsed by legal systems10. Even in matrilineal societies, where traditionally women are involved in decision-making and land is passed on from mothers to daughters, men have increasingly taken over the role of decision makers in land matters. While women might still be the legal landowners, men often become trustees, signatories and beneficiaries of royalty payments without proper consultation with women, creating an unequal distribution of benefits and leading to false claims of land ownership11. In Fiji women entrepreneurs have difficulty finding land and suitable premises 12. iTaukei13 land represents 87 percent14 of Fiji’s total land area and is owned by customary landowners who are not entitled to sell it15 but can make it available for commercial purposes16 through leases. Leases are issued to men as heads of households, registered farmers or business owners17. Most women are excluded from inheritance rights in customary land and do not receive land rents. Land inheritance is usually from father to son18. About 90 percent of land in Papua New Guinea is held under customary tenure. Women19 have rarely ownership rights over productive resources, although they have use rights to cultivate land, gather forest products and fish or collect marine or riverine resources20. Rights to water may be gendered, as they are associated with rights to land21.



10



When colonial laws were introduced in Fiji, Solomon Islands and Vanuatu, they contradicted communal approaches by enforcing private, often male, ownership. 11 K. Stege, R. Maetala, A. Naupa, J. Simo, Land and Women: The Matrilineal Factor, 2008 12 Pacific Islands Privae Sector Organisation (PIPSO), the first PIPSO regional conference for Pacific Women in Business, 2012. 13 iTaukei refers to indigenous Fijians. 14 www.tltb.com.fj 15 The new Fijian Constitution introduced in 2013 reaffirmed this situation. 16 ADB Fiji Private Sector Assessment, 2013, p 16. 17 http://aid.dfat.gov.au/Publications/Documents/pwpsd_fiji.pdf, Women in Businesss in Fiji, 2007. 18 See foot note 27. 19 This is so regardless of women’s descent and inheritance systems of patrilieneality or matrilineality. 20 PNG Country Gender Assessment, 2011-12. 21 Same as foot note 30.
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About 80 percent of land in Samoa is governed under customary systems 22. Samoan women have limited access to customary land are usually precluded from taking customary leases. Despite equal rights with men over freehold land, in practice women do not take advantage of them and often are not registered on the title as owner. Divorce and inheritance laws do not provide them with sufficient protection 23. In Solomon Islands customary land represents 90 percent of the total land area. In Solomon Islands culture, women’s power to make decisions has been undermined by their non-participation in forums and processes at the family, tribal, community, and national levels24. In Tonga, unlike men, women are not allowed under the constitution to own land. This has an immediate impact on women’s ability to access finance as land is the preferred form of collateral accepted by formal financial institutions. In addition it is a particularly constraining factor impeding women in business to compete on an equal footing with men. In Vanuatu, the existing land legislation is gender-neutral, but its implementation has adopted a male bias, increasingly marginalizing women. Women’s scarce access to land across the region has important repercussions on their economic roles, as well as their roles within the household. Access to land provides both physical and economic security by increasing women’s bargaining power and raising their status and voice within the community. International research suggests that women’s land parcels are generally of smaller size and lower quality than those owned by men 25. Furthermore global studies show that women who own land and housing command more respect in the community and are in a better position to improve their lives and those of their children. A study in India illustrates this point26. Research also shows that when women have control over land agricultural production increases27. b. Gender roles within the household and society Across the region, women carry the responsibility for the care of the household, children and the elderly, which represents not only an extra financial burden, but also reduces women’s ability to earn income and/or to run and develop their own businesses. Gender identities impact intra-household resource allocation. In rural Fiji, women tend to assume responsibility for the daily financial management, but men are usually responsible for major financial decisions and act as an interface between the household and formal financial institutions. As a consequence, while women were found to be more up to date on household budget needs and allocations, they were much less familiar with banks’ standard products than men.



22



www.inclusivedevelopment.net/asian-development-bank, 2014. Samoa, Gender and Investment Climate Reform Assessment, IFC in Partnership with AusAID, Country Reform Assessment, 2010 24 See foot note 21. 25 FAO, ‘Gender and Land Rights: Understanding Complexities, Adjusting Policies, Economic and Social Perspectives Policy Brief 8, 2010. 26 Research in Kerala, India found that from women who reported physical violence 49% did not own property while 7 percent did. 27 FAO, The State of Food and Agriculture, 2011. 23
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Several women interviewed in the course of this research contributed first to their husbands’ businesses before launching their own ventures. In many such cases the woman’s input seems to be underplayed; i.e. not valued at its full value or as it should be by the husband. Sometimes changes in life – such as the death of the husband or the father who owned the family business – prompt women to fully assume their entrepreneurial and leadership role in their businesses. As our research demonstrates, these women proved to be very good entrepreneurs28. In the case of a female entrepreneur from Samoa a recent severe flood obliged her to make a sound business decision, that of renting a shop in the center of town. If it were not for the flood she would not have dared to take the risk of renting a shop for fear of not being able to make enough sales to pay the rent and make a profit. She would instead have continued to operate her shop and café from her family house in the outskirts of Apia. She substantially increased her sales. Her risk avoidance and low confidence in her business skills prevented her from making the move earlier, missing out on opportunities afforded by the central location with increased visibility. c. Local culture does not encourage individual financial decisions The Pacific Island Countries rely on traditional community systems (called wantok, falavelave or other terms, depending on the country), which can essentially be seen as an unwritten social contract between people that speak the same language and help each other in case of need. In Fiji, rural households are estimated to commit approximately 20-22 percent of their income to the broader community29. In Samoa, contributions to church and village are the largest regular household expenditure 30. People help others because they know that when in need, they will be helped in return. In the long run, these traditional systems have sometimes had the unwanted effect of discouraging a savings culture, as kin become one’s cover ‘for a rainy day.’ As lending from friends and family is usually interest-free, this tends to make people quite sensitive to financial institutions’ lending costs. Just as women help disproportionately in the nuclear family, they also feel a stronger pressure to help out in the extended family and community than men do. This inevitably affects their ability to save and make individual financial decisions, which has negative consequences for their enterprises. d. Widespread violence against women Domestic violence is a very serious problem in the Pacific region, affecting every aspect of a woman’s life, including her ability to work and run a business. The incidence of violence against women varies among the Pacific Island Countries, but it remains significant in all of them, allegedly among the highest in the world31. Research undertaken in the Pacific region reveals that lifetime prevalence rates for physical and sexual violence by partners and non-partners among women is between 60 to 80 percent32, with patterns of violence against women differing by country and sub-regions. Women in the Solomon Islands, Fiji and Vanuatu report higher prevalence of partner 28



In case studies in Samoa and Tonga some of the women entrepreneurs featured illustrate this point. UNDP, PFIP, Financial Capability, Financial Competence and Wellbeing in Rural Fijian Households, 2009, p68. 30 Samoa Household Income and Expenditure Survey, 2002, p 30. 31 http://asiapacific.unwomen.org/~/media/Field%20Office%20ESEAsia/Docs/Publications/2014/6/EVAW%20Br ief%20June%202014.pdf 32 http://countryoffice.unfpa.org/pacific/2013/07/31/7502/violence_against_women_vaw_in_the_pacific/ 29
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violence than non-partner violence. In Tonga and Samoa the opposite occurs. In PNG intimate partner the common +770! +*1$, #-! #$" %&"violence ' #( &! )$" *$#is+' +& " , -#. most ! / $" #+" %#' &0), 4# form of gender-based violence. Community violence in market places is also prevalent33. Papua New Guinea has some of the worst domestic violence statistics in the world, with over two-thirds of women being assaulted by their male partners34. Similarly, it is estimated that over 60 percent of women in Fiji, the Solomon Islands and Vanuatu are victims of domestic violence. In Samoa and Tonga, as illustrated in the table below,35 the rate is over 40 percent.
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While several countries have introduced legislation to criminalize domestic violence and efforts are under way to challenge the general attitude that violence within the household is a strictly private matter, customary laws, which tend to be patriarchal with very traditional views of women’s roles, usually supersede recent legislation. The fact that many women seem to justify domestic violence in certain circumstances makes eradicating it more difficult and contributes to perpetuating it, as they pass on this attitude to their children. In the Solomon Islands, 69 percent of women found violence justifiable36. Various organizations engage men and boys as partners for ending gender-based violence in the Pacific with good results, as proved by the experience of the Fiji Women’s Crisis Centre and the Vanuatu Women’s Centre37. Results of the Timor-Leste Association 33



PNG Country Gender Assessment, 2011-12. Violence against women in PNG: How men are getting away with murder, Lowy Institute, 2014. 35 Same as footnote 41. 36 According to the 2007 Demographic and Health Survey in Solomon Islands, women found domestic violence acceptable in the following cases: if women neglect the children (58 percentage of responses); women go out without telling their partners (50 percentage of responses); women refuse to have sexual intercourse (13 percentage of responses); women argue with their partners (34 percentage); women burn the food (28 percentage). Source: Solomon Islands 2007 Demographic and Health Survey. 37 Violence Against Women in Melanesia and Timor Leste, AusAID, IRCW. 34
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of Men Against Violence (AMKV), in their efforts to sensitize men against gender violence, is good practice well worth replicating. e. Education & financial literacy In the six PICs of focus, the literacy rate of 15-24 year old men and women are the highest in Samoa and Tonga, where they are close to 100 percent; in Vanuatu this figure is close to 95 percent. In the three countries, male rates are slightly less than those for females. In the Solomon Islands this trend is reversed with female rates being lower than those of males, at 80 and 90 percent respectively. PNG has the lowest rate in the group, with female rates at 72 percent and the male rates at close to 65 percent38. In Fiji the female literacy rate at age 15 and over is close to 92 percent and the corresponding male rate is 95.5 percent39. With the exception of PNG (ratio of 0,84) gender equality at primary level is high40 in all the five PICs under consideration (higher than 0,95) 41. Secondary school female-male enrollment ratios are over 1.0 in Samoa, Fiji and Tonga, and less than 1.0 in Vanuatu, the Solomon Islands and PNG (in descending order)42. The ratio of women to men drops dramatically in tertiary education, often by as much as 50 percent. In Tonga and Fiji ratios are high (1.68 and 1.20) while in the remaining countries rates are below 1.0. Samoa (0.93), Vanuatu (0.59)43. In the Pacific region, apparently females tend to study longer than males. Low levels of financial education and financial literacy are common in the region among both men and women. There is a strong need for more work in this area. In rural Fiji, a study found that only 19 percent of women knew how a loan works and only 3 percent of them knew about overdraft financing44. Similarly, in remote areas of PNG, where people live predominantly in traditional wantok and kastom relationships, it is common to find a lack of basic knowledge of financial products and their benefits. The following private sector good practices from Asian countries underline the importance of education and financial literacy for female entrepreneurs’ business success: Box 2.1: Good Practice: Vocational education and training for girls45, Indonesia In Indonesia 48,000 girls received technical and vocational training in computer science, business and tourism and hospitality. Data show that from the 10,142 female students who graduated in 2011, 41 percent were employed and 12 percent started their own enterprises46.



38



Basic 2013 Statistics, ADB – MDG latest available year (2010). http://www.indexmundi.com/fiji/literacy.html. 40 ADB Key indicators for Asia and Pacific, 2009, “Goal 3: Promote Gender Equality and Empower Women”. 41 In theory the target under Goal 3 (Millennium Development Goals) is complete equality, i.e. ratios of 1.0; in practice ratios above 0.95 are accepted. 42 Same as footnote 50. 43 Same as footnote 50. It is worth noting that no ratios are given for Solomon Islands and PNG. 44 UNDP, PFIP, Financial Capability, Financial Competence and Wellbeing in Rural Fijian Households, 2009. 45 ADB, Gender Equality and Women’s Empowerment Operational Plan, 2013-2020. 46 ADB, Gender Equality and Women’s Empowerment Operational Plan, 2013-2020. 39
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Box 2.2: Good Practice: The Goldman Sachs 10 000 Women Initiative, Global Business management education and training for women entrepreneurs 10 000 Women is a global initiative launched by Goldman Sachs in 2008 with the aim of helping 10,000 underserved women across 43 developing countries improve their business skills. The Asian countries in the program are Afghanistan, China, India and Pakistan. A 2014 progress report shows that training and education for women entrepreneurs participating in the program positively affected their businesses’ success. 18 month after graduating 69 percent of the participants increased revenue; 58 percent added new jobs and 90 percent “pay it forward” by mentoring other women. Participants developed business skills as illustrated by the fact that 23 percent increased their confidence in making difficult decisions; 21 percent increased their confidence in their negotiation skills and 87 percent reported that networking with classmates helped grow their business47. NB. It would be highly useful to extend this program to the Pacific region, perhaps with financing from ADB.



Box 2.3: Good Practice: Helping Rural Women Break into Business, Philippines A pilot skills training program was recently developed in the Philippines to strengthen the positive impact on women of the ADB-supported conditional cash transfer program of the Philippine government, Pantawid Pamilyang Pilipino Program or 4Ps. The project sites cover 30 districts and 10 municipalities across the country. The skills training aims to improve employment and incomegeneration opportunities for women. As of September 2014, 563 women were being trained and 2,477 more are scheduled for training in basic computing, business skills, farming and vocational training. The program covers tuition fees, transport costs and meals48.



Government Policies on SMEs and women-owned SMEs SMEs account for the largest numbers of firms in most countries and have a signifcant share of employment. SMEs with female ownership account for 30 to 37 percent of all SMEs in emerging markets: 8 million to 10 million women-owned companies49. In Asia Pacific, SMEs and micro enterprises account for over 90 percent of total enterprises50. The contribution of SMEs and micro enterprises to the nominal gross domestic product and the rate of job absorption varies by country51. Bank lending to SMEs has gradually increased in Asia and the Pacific area as the result of public and private sector interventions, such as credit guarantees and mandatory lending.



47



“Investing in the Power of Women”, Progress Report on the Goldman Sachs 10 000 Women Initiative, Babson College, 2014. 48 http://www.adb.org/news/features/helping-rural-women-philippines-break-business 49 The World Bank, Expanding Women’s Access to Financial Services, 2014. 50



ADB/OECD, Emerging Trends in SME Finance and Policies, 2014. According to the ADB/OECD report, SMEs and micro enterprises contribute from job absorption rates vary from 28 percent in Kazakhstan to 97,2 percent in Indonesia in 2012. 51
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Bank lending volumes to SMEs vary by country52. Worth mentioning is the folowing initiative in Bangladesh aiming to increase SMEs access to bank financing:



Box 2.4: Good Practice: Government Initiative to implement a quota on minimum lending to women in SMEs and set a ceiling on interest rates, Bangladesh In 2007 the Bangladesh Bank (the central bank) issued a circular to all financial institutions entitled “Refinancing Scheme for Women in SMEs”, asking them to implement a quota of 10 percent on aggregate SME loans to women-owned SMEs at 5-10 percent interest rates on a collateral-free basis53.



When defining SME policies, governments recognize that SMEs are a key component of the national economy. SME Policy documents contain the local context for SMEs and the main challenges encountered by them. They also describe the vision and the measures intended to foster SME development, as well as the options, priorities and recommendations for implementation. SME policies spell out ‘who does it and when’ (the Action Plan) and provide definitions of MSMEs and performance indicators or statistics that need to be collected to monitor and analyze progress. International good practices are often referred to and used to inform SME policies54 and their implementation. In recent years fostering entrepreneurship, including for women, has been singled out as a key factor in promoting economic growth. SME policies may ideally contain national entrepreneurship strategies55. Gender is an important component of SME policies. Good practices worldwide suggest the importance of integrating gender in SME policies and strategies. Women entrepreneurs do not compete with men on an equal basis. This situation requires SME policies to be gendersensitive. Gender-blind SME policies do not encourage female SMEs to reach their full potential. A gender sensitive SME policy is needed “if the economy is going to work for women as well as men and benefit form both women’s and men’s intellectual, entrepreneurial and physical labour in the SMEs” 56. Problems of inequality exist in access to formal finance, marketing support and networks, technology, skills development,



52



In Kazakhstan bank lending rates to SMEs represent 4,7 percent while in the Republic of Korea they reach 38,9 percent in 2012. In an effort to increase SMEs access to Bank finance the central banks in Bangladesh, India have set annual credit volume targets for SME lending. In India banks have been advised to achieve a 20 percent per year growth of credit provision to MSMEs (ADB/OECD 2014). The Central Bank of Fiji issued a similar measure, as it will be indicated in chapter 4 of the present report. 53 The Bangladesh Women Chamber of Commerce and Industry, 2008. 54 For instance the Solomon Islands SME Policy lists the Singapore model of economic transformation, as a good practice to inform its policy, p 14. 55 UNCTAD, Entrepreneurship policy framework and implementations guidance, 2012, suggests the following key components of an entrepreneurship policy framework: 1) formulating national entrepreneurship strategy; 2) optimizing the regulatory environment; 3) enhancing entrepreneurship education and skills development; 4) facilitating technology exchange and innovation; 5) improving access to finance and 6) promoting awareness and networking. 56 Gendered Review of the SME Policy, ILO Country Office for Pakistan, 2011.
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international certification awareness and regulatory procedures by the Government 57. As an illustration, it is estimated that the Asia Pacific economy would earn an additional US$89 billion annually should women be allowed to achieve their full economic potential 58. Recent studies suggest that globally women’s businesses have unmet financial needs of between US$260 billion and US$320 billion a year59;



2.1.1 SME Policies and gender in the six Pacific Island countries of focus: Of the six countries under review, only the Solomon Islands and Tonga have an SME Policy in place. The remaining countries are either working on one (Fiji) or planning to release it shortly (Samoa, and Vanuatu), while PNG has revised its existing Policy and awaits Parliament’s approval on the new one. Also, Fiji and PNG have set up financial and nonfinancial strategies at government level to support the SME segment, and Fiji requires banks to lend at least a minimum amount of funds to SMEs. This reflects an increasing interest by PIC governments in the important role that SMEs play in their economies, and the need to support small businesses. In Fiji, since 2006 the Government has manifested a strong interest in promoting SMEs. It has mandated that all banks should at least have 4 percent of their lending portfolio in SME lending. It has also come up with a definition of SME s based on numbers of employees: micros hve less than 5 employees; small enterprises have between 5 – 19 employees; medium size enterprises 20 – 49 employees and large enterprises over 50 employees. The Fiji Development Bank has been using this classification ever since. In fact PICs have been tacitly emulating the Fijian classification before elaborating their SME policies with their own definitions. The following table provides information about the SME Policies in the six PICs of focus: Table 2.1: SME Policies Samoa Solomon Islands st st 1 policy In 1 policy process of released in being 2014 (in draft elaborated form)



PNG



Fiji



1st policy was released in 1998 No MSME definition exists



1st policy in process of being elaborated; SME Act and definition exist



Vanuatu



Tonga



1st policy 1st policy awaiting released in approval for 2014 being released



A new SME Policy and Master Plan (draft 2014) including MSME 57



Gendered Review of the SME Policy, ILO Country Office for Pakistan, 2011. http://www.adb.org/features/empowering-enterprising-women-asia, quoting UN Women report 2011-2012 Progress of the World’s Women: In Pursuit of Justice. 59 The World Bank, Expanding Women’s Access to Financial Services, 2014. 58
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definition to be released



The fact that SME Policies and Strategies have been issued or are in process of being issued in the six PICs is promising for the economies of the region, as these policies will certainly acknowledge and promote SMEs. It is hoped that they will also encourage the effective participation of women. 2.1.2 SME Policies of Solomon Islands and Tonga and gender At the time of this research only two SME Policies were readily available: “Tonga Micro, Small and Medium Enterprise Policy and Strategy, elaborated in 2013 and, still in draft form, “The Solomon’s Island Micro, Small and Medium Enterprises (SMEs) Policy and Strategy”, written in 2014. Overall, few PICs appear to consider SMEs as a business segment that needs promotion measures if they are to compete with large companies. Even less attention seems to be given to women’s SMEs and their need to be supported with specific measures in order to ‘level the playing field’. From the six, Fiji and PNG are the only countries which have established programs intended to promote SMEs, and only PNG, for the time being, has a specific program to address women in SMEs, through the PNG National Development Bank. The Tonga SME Policy and Strategy is gender blind60 in that it does not consider women SME owners as a sub-group with specific needs and constraints, and it does not propose initiatives, measures or institutions adapted to female entrepreneurs’ needs. The Solomon Islands SME Policy and Strategy is not really “gender-sensitive”, despite the fact that gender is mentioned on page 38 as being one of the four principal cross-cutting areas relevant to SME policy, along with youth, ICT and the environment. In the Introduction to the SME Policy, the government stresses that SMEs’ represent a national development priority. Its intention is to facilitate “an inclusive, accessible economy where Youth and Women play a critical role”. It further acknowledges that “through SMEs all the Solomon Islanders of working age can have meaningful employment and can move from the informal economy into active, more productive formal businesses”61. It also notes that the establishment of a Financial Inclusion Unit within the Central Bank and the creation of the Ministry of Women, Youth and Culture are proof of empowerment programs through which gender mainstreaming is implemented. Despite all these references to gender there is no hint of any concrete measures intended exclusively to help females entrepreneurs. The SME policy refers to women several times, but always by bundling “women with the youth62. This “dilutes” the gender aspect to a large extent. Women and youth have common 60



No mention is made of women entrepreneurs in the SME Policy and Strategy other than once, on page 44 referring to the fact that South Pacific Business Development (SPBD), a microfinance institution, targets only women groups (p. 44). 61 Solomon’s Island “Micro, Small and Medium Enterprises (SMEs) Policy and Strategy” Draft, p 5. 62 The Solomon Islands SME Policy mentions women and the youth several times. On p21 to refer to the need to scale up TVET accessibility to address their needs; or on p22 to suggest that the Ministry of Agriculture and Husbandry establish a farming entrepreneurship and farm management program with particular emphasis on women and the youth; on p 29 to suggest that the government develop a program aiming to give preferential
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characteristics but they also have many differences. For women in business to reach their full potential, they need to be supported with specific measures addressing their unique needs and constraints. Several concrete measures are suggested to promote youth, such as the establishment of a Young Enterprise Scheme and the Young Enterprise of the Year Award (p21), but no measure is mentioned whatsoever for women entrepreneurs alone. Unsurprisingly, gathering sex-disaggregated statistics on women in business is not included as a performance indicator for SMEs in neither one of the two above mentioned policies.



Number of Women’s SMEs and sex-disaggregated data collection In addition to the importance of knowing the number of women owned SMEs and their dynamics, sex-disaggregated data collection on SME and entrepreneurship financing, including on women, is important for a number of reasons. For instance suppliers of finance can have a better understanding of their clients’ needs and are able to design appropriate financial products and services; policy makers can design more appropriate interventions and subsequently evaluate the effectiveness of policies. Furthermore better data can provide a basis for a more informed public discussion63. No reliable exhaustive information on the number of registered SMEs and women owned SMEs could be found in all the countries under review. National data on total number of SMEs registered were available only in some PICs (such as the Solomon Islands) but it was not sex-disaggregated. Overall, there is a lack of key statistics on small and medium enterprises – number of businesses registered, of employees, sales and assets volumes, and use of finance. Most relevant studies (the World Bank, OECD, etc.) tend to bundle Asia and the Pacific region, making it difficult to access information on the latter. In addition, various types of SMEs differing in size, sector and business characteristic exist ini Asia and the Pacific region, making homogenized grouping of SMEs difficult across the region 64. Obtaining sexdisaggregated information is even more difficult and ultimately, only very partial and basic data on women entrepreneurs in the Pacific region seem to exist. These data originate mostly from studies commissioned by different stakeholders for specific sectors or industries and tend to be narrow in scope – certainly not able to show a comprehensive picture of the women’s SMEs in the six Pacific Island Countries under study. Global collection tools at firm level such as IFC’s Enterprise Surveys were conducted in only four (Fiji, Samoa, Tonga, and Vanuatu) out of the six countries, and are quite dated (2009). Additionally, the gender data collected in these surveys is very minimal and provides only partial information. Women’s networks – when available – can be a useful source of information on their women in business members, but again the information collected can only give a partial picture of the entire spectrum of women involved in SMEs in their



access to government procurement contracts to women and youth-owned SMEs; on p30 it stresses the need to promote women and youth’ access to modern and appropriate technology. 63 ADB-OECD Study on Enhancing Financial Accessibility for SMEs, 2014. 64ADB-OECD Study on Enhancing Financial Accessibility for SMEs. Lessons from Recent Crises. ADB 2014,
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countries of operation. In some cases, industry networks or regional bodies are not willing to share information65. In the absence of better sources, national censuses, household income and expenditure surveys can provide an idea of the percentage of the population involved in business or selfemployed. Sex-disaggregated statistics collected by banks indicating the number of SME clients using their financial services could be utilized as a proxy to indicate numbers of women in business. However, most probably all the national development banks active in the PICs66 collect data regarding SME clients, they do not make such information public, nor do they report it on a routine basis to the central bank or to other public authorities. Moreover it is not clear if these banks’ statistics are sex-disaggregated. For example in Fiji the Fiji Development Bank (FDB) and all the commercial banks operating in the country are required to comply with a minimum quota on lending to SMEs, yet data on clients is not publicly available. FDB indicated that SMEs represent 19,3 percent of the bank’s total national loan portfolio of approximately FJD 350 million in 2013 and apparently women make up hardly 5 percent or so. By extrapolation this information could be interpreted as meaning that women SMEs may represent approximately 20 percent of total registered SMEs in the country67. A 2007 study suggests that women make up 20 percent of registered micro and small businesses in Fiji68. As many stakeholders suggested in the course of our research that women SMEs are on a rise in Fiji, it might be inferred that the ratio of women to men owned SMEs could be in fact higher than 20 percent. Across the six focus countries, there are about 2 million women (approximately 49 percent of the population). About 60 percent of adult women are employed 69 and 40 percent of them are in self-employment70. There are a considerable number of small-scale female entrepreneurs with non-registered businesses and increasingly, women in the Pacific region are emerging as active SME business owners and managers in the formal economy. As indicated in the section on SME policies above, it would be worthwhile for all stakeholders involved, as well as international development institutions such as ADB, to gain access to sex-disaggregated statistics on women-owned enterprises.



65



PIPSO, an entity aiming to support private sector development across the Pacific, refused to meet with the consulting team undertaking the field study in Fiji where PIPSO is headquartered, because according to them too many consultants take time from entrepreneurs for their studies, without giving much back and there are already too many studies and too much money is spent on studies rather than on supporting SMEs. 66 This author could not obtain from commercial banks or development ones, such as PNG National Development Bank or Fiji Development Bank statistics reflecting numbers of women and men SME clients and loan amounts taken. 67 This numbers vary by region; for instance FDB Lautaka indicates that SME loans represented in 2013 almost a third of the total loan portfolio (29 percent) of the branch and 4 percent of this portion represented loans extended to women. 68 Fiji Ministry of National Planning, 2010 69 Annex 3 presents employment data on the six PICs of focus. 70 Self-employment jobs are those jobs where the remuneration is directly dependent upon the profits (or the potential for profits) derived from the goods or services produced (where own consumption is considered to be part of the profits). The incumbents make the operational decisions affecting the enterprises, or delegate such decision while retaining responsibility. (In this context "enterprise" includes one-person operations.) http://ilo.org/global/statistics-and-databases/statistics-overview-and-topics/status-in-employment/currentguidelines/lang--en/index.htm
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ADB Private Sector Development Initiative (PSDI) is undertaking Company Law Reforms 71 in four of the six PICs covered in this study. For instance in the Solomon Islands under the Company Law Reform, all existing businesses had to register with the Company Haus, the government office responsible for administering the registry. In June 2013, there were 1,525 formally registered companies, yet it is not disclosed how many of them are women-owned. While transparency of information and public access to data on SMEs is assured under the new law, it is to be hoped that in the future sex-disaggregated statistics on SMEs will also be made available. All registries created with the help of ADB PSDI could publish sexdisaggregated statistics on the numbers of existing, newly created and closing SMEs, thus contributing to increasing knowledge, including with a gender angle, of the SME sector in various PICs. Women are estimated to head about 40 percent of businesses in Samoa, most of them microbusinesses. The Samoa Chamber of Commerce and Industry (SCCI) has a total of 282 members72, and at least 14 out of them are female owned SMEs73. A World Bank research paper, ‘SME Market Assessment in Vanuatu, Samoa and Tonga’74, suggests that in Samoa there are 3,835 total registered businesses of which 3,774 are estimated to be SMEs75. The Tonga Chamber of Commerce and Industry (TCCI) has a total of 150 members but only 95 are active. Of the active members, 35 are women (37 percent). A World Bank research paper76 finds that in Tonga there are 2,885 total registered businesses, all of which are estimated to be SMEs77. Using this data and following the assumption of the 2010 study already mentioned, it could then be inferred that in Tonga there are about 8,700 informal businesses and a total of 11 600 formal and informal enterprises. An earlier mentioned study78, indicates that in Vanuatu there are 1,660 total registered businesses of which 1,573 are estimated to be SMEs79. In addition there are 2,535 estimated tourism informal SMEs. Using these data and following the assumptions of the study already mentioned, it could then be inferred that in Samoa, Solomon Islands, Tonga and Vanuatu the numbers of SMEs, registered and informal, are as presented in the following table. Based on the assumption that women owned SMEs own 40 percent of enterprises, one may conclude that in four out 71



These countries are Samoa, Solomon Islands, Tonga and Vanuatu, ADB PSDI Progress Report, 2013. Samoa Chamber of Commerce and Industry, Annual Report 2013, p43 73 SCCI provided a list of 14 women in SMEs members to this mission. 74 http://www.forumsec.org/resources/uploads/attachments/documents/FEMK.11%20%20Regional%20Facility%20to%20Assist%20with%20SME%20Financing.pdf 75 SMEs covered in the study included businesses registered with government authorities, with a turnover AUD$50,000 to AUD$1,0 million and/or with 5 to 50 employees. 76 http://www.forumsec.org/resources/uploads/attachments/documents/FEMK.11%20%20Regional%20Facility%20to%20Assist%20with%20SME%20Financing.pdf, ‘SME Market Assessment Vanuatu, Samoa and Tonga. 77 SMEs covered in the study included businesses registered with government authorities with a turnover AUD$50,000 to AUD$1,0 million and/or with 5 to 50 employees. 78 http://www.forumsec.org/resources/uploads/attachments/documents/FEMK.11%20%20Regional%20Facility%20to%20Assist%20with%20SME%20Financing.pdf 79 SMEs covered in the study included businesses registered with government authorities with a turnover AUD$50,000 to AUD$1,0 million and/or with 5 to 50 employees. 72



of



in of



of



25



of the six PICs there are approximately 15,900 women owned enterprises. The Solomon Islands data was added to the list based on the Company Haus information of registered businesses, and the number of informal women businesses was estimated using the same calculation as the one proposed by the study on Samoa, Tonga and Vanuatu. Table 2.2: Estimated Number of registered, informal and women owned SMEs Status Samoa Solomon Is Tonga Vanuatu Registered 3,835 1,525 2,885 1,660 Est.SMEs 3,774 2,885 1,573 Est.Informal 11,400 4,600 8,700 4,800 Total Formal, 15,100 6,100 11,600 6,300 Informal Women 6,100 2,500 4,700 2,600 owned SMEs 40%



The following good practice on disseminating statistical information on women entrepreneurs in France, an OECD country, could be used as a model by PICs: Box 2.5: Example of Good Practice in Collecting and Disseminating Gender-disaggregated Data on Women entrepreneurs in France In France, for example, the Ministry of Social Affairs, Health and Women’s Rights annually disseminates a document titled ‘Key figures on equality between women and men’, which has a section that provides statistical information on ‘Women and enterprise creation’. This data is presented on a national and regional basis80.



Asian countries collect and disseminate data on SMEs as well. The box below shows an example of how the Reserve Bank of India (RBI) obtained sex-disaggregated statistics on public sector banks lending to female entrepreneurs. However data collection under this model is not exhaustive, as of course not all women’s businesses access credit from the public sector banks mentioned in the example. Box 2.6: Example of a Good Practice in collecting sex-disaggregated statistics on lending to women entrepreneurs in India. In 2000 the Reserve Bank of India (RBI) asked public sector banks to disaggregate and report the percentage of women within their total lending activities. In 2001 it became apparent that women were receiving 2.36 percent of total lending volume. RBI instructed public sector banks to allocate a target of 5 percent of aggregate public sector bank lending to women borrowers and report annually the percentage of their total lending to women. In 2009 net bank credit to women increased to 6.3 percent with 25 banks reaching the target81.



The Indian example is a good practice on two accounts: first, it shows how a public body can enforce data collection and reporting on lending and second, it describes how RBI 80 81



http://femmes.gouv.fr/ IFC Strengthening Access to finance for Women Owned SMEs in Developing Countries, 2011.
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contributes to increasing the volume of lending to the women SME segment by setting up a minimum lending floor. Practices to increase lending by targeted segments are also used in some of the six PICs, as will be described in section 2.4.



Credit Access for Women’s SMEs in the six PICs Discussions with representatives from financial institutions and various stakeholders in the six PICs showed that with the exception of the larger economies in the group, Fiji and PNG, SME financing and its subset, women SME financing do not constitute a priority in the banking community of the PICs. SME financing is far from being acknowledged in the PICs as a driver of economic growth. However, as became apparent in the course of the current study, SMEs are a growing segment of the economy in all the six PICs and several public sector actors and private sector financial institutions are in the midst of taking action to adapt themselves to this reality. Commercial and national development banks in the six PICs today cater mostly to large private companies and state owned enterprises. PNG, Fiji, Samoa, Vanuatu issued various types of public measures and have financial institutions whose stated aim is to increase credit access for SMEs, However, so far only PNG has launched gender sensitive initiatives in this direction. The population of the six PICs is largely unbanked. In PNG for example it is estimated that less than 15 percent of the inhabitants have access to financial services. However, increasingly more Pacific Islanders open bank accounts as the result of mobile banking, making the region a pioneering area for these developments82. Fiji and PNG are the only countries in the six PICs that have government support programs intended to increase credit access for SMEs. Fiji has established minimum quotas for all financial institutions for lending to SMEs - without distinction to gender - in an effort to increase SMEs access to finance and hence to foster SMEs83. PNG is the only PIC from the set that has financed the establishment of a women-only bank and through its National Development Bank it launched a gender sensitive credit facility dedicated to SMEs, as outlined below. 2.1.3 National Development Banks Throughout the six PICs development banks seem to be the financial institution of choice for SMEs including for women-owned ones. Fiji Development Bank (FDB) SME department provides two government-backed financial products to clients: guarantee loans and an export facility. The Government provides a subsidized interest rate of 6 -7.5 percent for well-secured loans. The current market interest 82



Several international development institutions – ADB, IFC, UNDP have financial inclusion programs that support financial institutions in their drive to expand banking services to remote populations, including women. 83 Fiji Development Bank (FDB) appears to be the most popular bank for SMEs; discussions with FDB bankers in three locations of the country (Suva, Nadi and Lautoka) suggested that about 20-25 percent of FDB lending to SMEs goes to women entrepreneurs. The latter tend to take loans of smaller amounts then those taken by male clients. FDB collects client information but they did not make it available to this author.
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rate is 10.2 percent per annum. FDB has no policy to support women in SMEs, and does not provide training and advisory services to clients (although it used to do so in the past). Instead, it gives clients referrals to business development service (BDS) providers84. In PNG the National Development Bank (NDB) has put in place a special credit facility for women in SMEs called “Women in Business Loan”, which includes a bank guarantee covering 70 percent of the loan amount. NDB has established this facility as a result of research it undertook in 2010 and 2012 which showed that female entrepreneurs need bank guarantees to access credit. It further stressed that women in SMEs cannot access finance under the same conditions as men, because they are less resource rich then men are85. Worth highlighting here is the fact that NDB designed a package where loans and guarantees are complemented by business development services (BDS). Ample global research has demonstrated that when financial products are complemented by BDS, clients’ businesses have higher chances to succeed. The Development Bank of Samoa (DBS) is a government-owned bank. Like other PIC development banks such as in Fiji, PNG, Tonga, DBS attracts many SMEs, including women owned ones. The Samoa Development Bank can use the Samoa Business Enterprise Center (SBEC) Business Loan Guarantee Scheme. SMEs represent up to 20 percent of the DBS’s loan portfolio while the majority of DBS’ clients are large enterprises. Guarantees provided cover 80 percent of the loan amount while the borrower has to provide 20 percent as personal guarantee and/or term deposits or other assets. To obtain the guarantee, businesses must contribute at least 33 percent of business set-up costs and they have to have completed SBEC training for Business Management. SBEC has supported over 1,000 businesses with this mechanism since its inception. The Solomon Islands SME Policy states that no institution is fully dedicated to SMEs nor there is one responsible for overseeing a comprehensive SME intervention. In Tonga a government-owned bank, Tonga Development Bank (TDB) serves the low-income market and is the only bank with branches in outer islands and the only one that lends to start-ups. TDL serves a very small number of women entrepreneurs. Over the first half of 2014 there have been only 6 loans extended to women’s SMEs, representing less than 1 percent of the total number of accounts and 4 percent of women’s portfolio. 2.1.4 Commercial Banks Most banks in the six PICs serve large enterprises and international corporations and in some cases do not target SMEs at all, let alone women-owned ones. However, in recent years banks are increasingly looking at SMEs as a profitable business segment. It is worth mentioning that increasingly commercial banks in some of the six PICs featured in this research plan to start lending to SMEs.



84



These providers include: The Cooperative Department, the Cooperative College and NCSMEC (all under the umbrella of MIT), MSWWPA, Ministry of Commerce, SPBD (provides open sessions to non-clients against fees) 85 NDB also serves men SMEs; howver bank guarantees are not available for men clients.
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Our survey shows that few women entrepreneurs use commercial bank finance. They do so mostly for mortgage finance and for business purposes once their enterprises are well established. Westpac in Fiji has cultivated an image of being ‘women-friendly’ and it supports women entrepreneurs in various ways, such as giving yearly awards to successful women in business with the aim to promote women as leaders and entrepreneurs. In addition it provides financial literacy training and basic business workshops to clients, including in rural areas through branchless banking. In PNG Westpac and ANZ Bank have SMEs desks and seemingly serve mostly medium sized, large enterprises, and less so small and micro enterprises. Bank South Pacific (BSP) opened a MSME department in 2013, and it is serving both women and men clients, which illustrates its interest for this market segment. None of these banks have women dedicated financial products. In Samoa banks participating in the SBEC Business Loan Guarantee Scheme are: ANZ, DBS, Samoa Commercial Bank, the National Bank and Westpac. Reportedly 40 percent of the enterprises who took loans under the SBEC guarantee facility from Westpac were women. In Solomon Islands no banks have dedicated SME lending facilities at the current time, with the exception of Westpac. Some, such as Bank South Pacific (BSP), are planning to do so in the near future. Tonga: Westpac, ANZ and MBF are commercial banks active in Tonga. Westpac representatives indicated that 50 percent of their loan portfolio is lent to SMEs and about half of that (or 25 percent of the bank portfolio) is taken by women entrepreneurs. Vanuatu: ANZ, Westpac, and BRED are international banks active in the country, along with two domestic state-owned banks (National Bank of Vanuatu (NBV) and Agricultural Development Bank). As elsewhere, during the field research it appeared as a clear trend that most of the respondents initiated and developed – at least in the initial phases - their business with internal capital. 2.1.5 Microfinance South Pacific Business Development (SPBD), a microfinance institution modeled after Grameen Bank, established operations in the Pacific region in 2000. It currently operates in Fiji, Samoa, Solomon Islands and Tonga and it has several thousands of borrowers in each. SPBD lends mostly to women. In addition to credit it also provides clients with business literacy and some business development services. SPBD has come under public criticism in several PICs for its high interest rates (24 per loan term, usually five months) but its growth despite the cost of taking credit seems to indicate that there is appetite among women for quick borrowing without collateral requirements. PNG: Three microfinance institutions are active in PNG: PNG Microfinance Ltd., National Microfinance Bank (NMB), and PNG Microfinance Women Ltd – launched in 2014 and dedicated only to women. The first two ones cater to both women and men. Worth 29



mentioning, 90 percent of Nationwide Microfinance’s clients are savers and only 10 percent are group and individual borrowers. Samoa: In addition to SPBD, WIDBI Inc. runs a microfinance program focused on women entrepreneurs in rural areas. It supports them formalize their business and ‘graduate’ to access finance from commercial banks. Vanuatu: Vanuatu National Bank has microfinance loans totaling less than 1 percent of the total lending portfolio of the bank; there are 10,000 borrowers of whom 25 percent (2,500) are women. VANWOOD is a microfinance institution perceived as complementing NBV’s microfinance activities. Worth noticing for the present study, VANWOOD has launched in 2013 a SME desk for “graduating clients”86 and it extends credit to them.



Mapping of Women’s SMEs 2.1.6 The Population Surveyed A total of 120 people were interviewed across the six PICs, 119 women and one man (a restaurant owner, interviewed in Fiji). With the exception of two interviewees representing support organizations, all the people interviewed were entreprneurs. A few of the people interviewed were foreign women, in general long time residents in the PICs. Some of the youngest women interviewed were natives of the PICs who had returned home to make a living in their home countries and start a business. PNG and Tonga, countries with the largest economies and numbers of inhabitants, were also those with the highest numbers of interviewees. Several men were interviewed informally during meetings with women entrepreneurs87. In addition, the author of this report had extensive discussions with male stakeholders who provided useful information on men’s views with respect to entrepreneurship in general and to women in business in particular. Table 2.3: Total number of interviews by country Country Fiji PNG Samoa Solomon Tonga Vanuatu Total



Total Number of Interviews 32 29 7 18 18 16 120



86



A term used in microfinance to refer to clients who have taken repeat loans and who have developed their businesses to a point where it is possible for them to “graduate from microfinance” and access bank finance. In general microfinance institutions (MFIs) tend to keep these clients, when they are equipped to do so, as the clients have an established a credit history (hence are considered to be “low risk”) and are likely to take larger loans which is more profitable for the MFIs. 87 In several PICs this author had meetings also with men husbands and business partners of women entrepreneurs interviewed on several occasions. In Vanuatu on two occasions these meetings took part on the business premises, a shop and a boat. In Samoa, the author met the brother of one of the women interviewed, who is also her business partner; they own jointly a restaurant and a coffee shop. The latter was also the case in Solomon Islands, where a meeting took place at the couple’s motel with both owners, husband and wife.
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2.1.7 Socio-economic Profile The wide majority of respondents are married (65 percent) while 16 percent are single; 9 percent are widows and 8 percent are divorced. Over half of the respondents (59 percent) come from medium income families and about a fourth from low-income ones (27 percent). Only 7 percent state that they were poor prior to starting their company while 6 percent say coming from high-income family. Most of the respondents to the questionnaire were over 36 (52 percent), about a third (34 percent) over 50 and the smallest group, 14 percent, between 21-35 year old. 2.1.8 Human Capital Human capital is comprised of education and salaried work experience and skills. Worldwide research on entrepreneurship points out to the importance of human capital for business success. As it can be seen below, the women interviewed have extensive human capital. Most of them have completed higher education and many had many years of working experience prior to engaging in entrepreneurship. Over half of the women (55 percent) had tertiary education, 28 percent had completed secondary school and only a small minority, 3 percent, had primary level education. As pointed out elsewhere in the report this indicates that the women entrepreneurs interviewed in the course of this survey are part of a relatively small group at country level in terms of their advanced education. Table 2.4: Level of Education Table 2 Level Education No data other primary secondary tertiary Grand Total



of



Country Fiji 0% 3% 6% 26% 65% 100%



PNG



Samoa



Solomon



Tonga



Vanuatu



4% 11% 4% 15% 67% 100%



17% 0% 0% 50% 33% 100%



17% 0% 0% 28% 56% 100%



6% 17% 0% 22% 56% 100%



0% 13% 6% 56% 25% 100%



Grand Total 5% 8% 3% 28% 55% 100%



Chart 2.2: Education Levels of Women Entrepreneurs Interviewed



The vast majority of women interviewed indicated having worked in salaried employment prior to establish their enterprises (77 percent).
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Table 2.5: Prior Salary Work Experience Table Salary/wage worker n.d. No Yes Grand Total



Country Fiji 3% 25 % 72 % 100 percent



PNG



Samoa



Solomon



Tonga



Vanuatu



Grand Total



0% 22 % 78 % 100 percent



0% 17 % 83 % 100 percent



0% 11 % 89 % 100 percent



0% 22 % 78 % 100 percent



0% 31 % 69 % 100 percent



1% 22 % 77 % 100 percent



Almost a third of them (30 percent) worked between 6-10 years prior to creating their firm while 43 percent, worked for over 10 years before becoming entrepreneurs. Only 15 percent had worked for up to 5 years. As mentioned earlier, having high levels of education and prior experience in wage employment emerge as drivers of success for women in business, and play a determinant role in the longevity and growth of their enterprises, as it has been showed in worldwide research on women entrepreneurship. Moreover, in-depth interviews revealed that many used to have substantial responsibilities in their previous jobs.



Chart 2.3: Years in previous salary employment



Some women were high-level professionals in their sectors of activity (human resources manager, lawyers, public health specialist; pharmacist, real estate manager, accountant, banker and some of them indicated having had important managerial responsibilities. Few used to work as public servants (librarian). Several of them had studied abroad – especially in Australia, Fiji, New Zealand, PNG) – and or gained working experience abroad, including in management. Unsurprisingly, employment experience and education (human capital), together with exposure abroad, especially in larger, industrialized economies, such as Australia and New Zealand are a common thread for women who are successful in business. This is in line with global research on women entrepreneurship. It is worth noting that most of the women interviewed send their children to study abroad, mainly in these two countries. Time is considered to constitute together with human capital “internal assets”. Women lack time especially in industrialized countries where this represents a serious impediment for women wishing to start and develop their business. Most women interviewed explained that their extended family - which is prevalent in the six PICs of focus - helped them in general meet their domestic obligations while attending business. However it is to be noted that
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socially constructed norms put a substantial toll on women entrepreneurs’ time as compared to men



2.1.9 Company Information Unsurprisingly, almost all people interviewed in the survey have registered companies (91 percent) and only 6 percent state have not done so. The reason is the way in which the selection was done, as most people interviewed were either members of a women in business association or the chamber of commerce and industry or were referred by business development services organizations and financial institutions (of which they were clients) or other female entrepreneurs. About a third of them registered their business as a company, another 27 percent as sole trader, and 9 percent as partnership. The remainder did not provide this information. Women’s names appeared on average in about half of business registrations, ranging from 44 percent in Tonga to 66 percent in Fiji. Overall only slightly above a quarter of the total sample (27 percent) found the registration process difficult, although this varies from a very low 11 percent in Solomon Islands to a worryingly high 44 percent in Papua New Guinea. There may be a correlation between the fact that in four of the PICs of focus (the exceptions were Fiji and PNG) ADB PSDI is conducting business law reform work which includes setting up business registries and easier, streamlined procedures. Over two thirds of the women interviewed (68 percent) fully owned their business, while 23 percent reported that they were co-owners, most often with their spouses. Sometimes this is due to women getting involved in their husbands’ enterprise or to their husbands providing financial support or helping with their business strategy and management. It is also quite common to have other family members involved in the management of the business or as employees. Vanuatu respondents had the highest full ownership rate in the sample (81 percent). This is also the country where there was a highest proportion of expatriate women in the sample interviewed. Chart 2.4: Ownership Level



Over fifty percent of the sample is comprised of established businesses, i.e. businesses that have been in place for over 5 years. The largest share (36 percent) has been operating for 633



15 years and another 16 percent for over 20 years. Only about a fifth of the sample (22 percent) was start-ups, having been in business for less than three years. Over half of the women interviewed work in the services sector (56 percent) while 19 percent are active in the retail business. Smaller proportions of the interviewees stated that their businesses operate in the manufacturing (12 percent) and wholesale (6 percent) sectors. Chart 2.5: Years in Business



Almost half of women in our sample (47 percent) employed 5 people or less; 32 percent have 6-20 employees; 16 percent have 21-50 employees; and 3 percent has no employees. This might suggest that women tend to mostly run small businesses in the countries surveyed – as tends to be the case worldwide too. However it is hard to draw conclusions given the small size of this sample and the fact that accurate, sex-disaggregated basic data on businesses was not available in any of the six countries. 2.1.10 Access to Finance Very few of the women interviewed had their own funds to invest in their start-ups. Given the constraints in accessing finance (high interest rates, and collateral, long and convoluted process to obtain a loan; lack of specialized financial products) a common characteristic is that women entrepreneurs prefer to grow their business with savings, salaries, or retained earnings rather than by borrowing capital. This is a common feature of many women entrepreneurs around the world but seems particularly strong in the Pacific region. Out of the total sample, 64 percent started their business with their own capital, 11 percent with partner’s capital, and only 10 percent of them with bank financing. Many women started their business on their home premises so as to limit the capital needed to finance it and indeed they might have started their business with the equivalent of a few hundred dollars. They grow their enterprise ‘organically’ financing it with retained earnings or small borrowings from husbands and other family relations until they reach the level when they can access bank capital. Namely they state that it was hard to impossible to access finance when they started their business – as it is the case in most countries around the world - but once their enterprise built a successful record it became easier to do so. Among reasons indicated as barriers to access finance, respondents mention too high interest rates (34 percent), lack of securities (19 percent) and inadequate loan amounts (6 34



percent). It must be stressed that the same is true for men entrepreneurs as financial institutions are not ready to lend to them more than they do to women at business start-up stage. However men possess in general more assets they can pledge then women do, which might make it easier for them to take credit. They also tend to have more business networks and contacts able to provide them with sound counsel then women do. In contrast to them, as research on female entrepreneurship has shown, women entrepreneurs favor mostly networks of friends and relatives who may not contribute good business advise. In PICs the above seems true. In recent years, more women in business networks were created but they are still not available everywhere. Of the six PICs of focus only in Vanuatu there was no women in business network. Overall, there appears to be a strong focus on saving financial costs by presumably accessing cheaper sources of capital (retained earnings, salary, savings) without accounting for the fact that this most often translates into slower growth and reduced income. Table 2.6: Reasons for not accessing bank finance



In general women entrepreneurs see bank personnel as mostly lacking the requisite knowledge and skills to serve their segment appropriately and to anticipate, provide for, and monitor risks associated with the segment’s varied business operating cycles. On the other hand, there might also be unrealistic expectations about banks’ ability to finance small and sometimes even very small businesses, fundamentally stemming from a lack of familiarity with commercial banks’ business model and operations. Over half of the women interviewed (59 percent) say they can access financial services as needed. These can be business and mortgage loans, overdrafts, savings, etc. On average less than 40 percent of our total sample has a credit line with a commercial bank, although this figure is as low as 19 percent in Vanuatu and as high as 67 percent in Samoa. As indicated above, as much as possible women entrepreneurs in the countries under study prefer to run their business with savings, salaries, or retained earnings rather than borrowing. Table 2.7: Access to Financial Services
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As indicated in focus group discussions with bankers, most of the commercial banks in the



region have not yet looked at the SME segment as a strong business opportunity, and are yet to conduct market research to determine the segment’s market size and business potential. SME-specific factors, such as informality, poor financial sophistication, lack of sound business plans and credit histories, and lack of adequate collateral, were a significant or very significant barrier to their engagement with SMEs as were the lack of legal framework enabling banks to take possession of pledged assets88. In addition bank employees are not trained in SME lending. Banks will have to make an effort in this sense if they wish to enter this market segment. 2.1.11 Access to Business Development Services Of the women interviewed, few have participated – or are interested - in training and capacity building courses but close to sixty percent of them have mentors – mostly through the Pacific-wide mentoring program sponsored by New Zealand Aid. Many women consider very important to have a good mentor and indeed in countries like Fiji or Solomon Islands, the percentage of women that have a mentor is very high – 72 and 78 percent, respectively. Some programs, such as the Pacific-wide mentoring program sponsored by New Zealand Aid, support local entrepreneurs finding a mentor among qualified professionals from New Zealand but the demand seems to exceed the supply and there remains a need for more mentors. The latter are retired business executives or business people who guide the mentees in how to better run their companies. They are not teachers or trainers but “down to earth” advisors who can intervene in areas where entrepreneurs mostly need support, such as with business systems, logistics, marketing, selling, finding suppliers, etc. Sometimes mentors may use their private contacts and networks to help their mentees. They meet once or twice a year but keep in touch at a distance. One of the challenges in fulfilling the need for mentors is that there is a clear preference in most countries surveyed for having a “foreign mentor” ideally from New Zealand or Australia. This is not only due to the desire to learn about business practices from a more developed setting but it also stems from local entrepreneurs’ fear of competition from other local entrepreneurs. Sixty-one percent of women interviewed see their markets as highly competitive and another 26 percent as moderately competitive. Only 10 percent of the sample believes competition is low. Table 2.8: Women Entrepreneurs in a Mentoring Relationship



88



In addition, as a banker in Tonga explained to this author, the local market is so small, even if banks repossess assets pledged as loan security by defaulting clients, they have no guarantee they can find a suitable buyer for the assets.



36



Over sixty percent of women entrepreneurs interviewed have accessed business development services (BDS) in Fiji, Solomon Islands, Tonga, and Vanuatu. In Papua New Guinea it is the case for only 40 percent of the sample and information is not available for Samoa. Overall, discussions with entrepreneurs have highlighted that BDS are not always available across the six PICs, not sufficiently adapted to the needs of female entrepreneurs or easily accessible, and might not be of good quality. Indeed, over a quarter of women interviewed do not know what business development services are, and only less than 20 percent found them useful. Specifically, Fiji and Vanuatu are the countries where women seem the most positive about the value of business development services (27 and 25 percent, respectively), while women in Papua New Guinea are the most negative about it (only 7 percent found them beneficial, out of the 44 percent that received support). A third of women interviewed in Solomon Islands indicated that business support services are not available. On the other hand, or possibly a reason for their mild interest to BDS, most women report that their businesses are doing well (57 percent are profitable and 24 percent are breaking even) and are very positive about future growth. Access to key resources such as information, markets, and networks are also crucial factors highlighted by the fieldwork, in line with international experience. Some of the women whose businesses have attained a certain level of development find themselves limited in their expansion drive by lack of information, business contacts and networks. Knowledge of markets abroad and export/import practices further hampers their attempts to reach out to new markets, especially a critical need in smaller economies, such as Vanuatu, Tonga and Samoa. Value chain development project such as ADB’s newly launched agricultural project in selected PICs seem to be particularly needed by women-led SMEs, including in other sectors of the economy such as transportation, light industry, tourism. Advocacy groups and networks for the promotion of women’s SMEs – such as WISE in Tonga - have been put in place in some PICs. Some cover both women in employment and female entrepreneurs and some are dedicated to women in SMEs or to women operating in the informal sector and microenterprises. These networks need though to be consolidated under umbrella organizations at country and regional levels and cooperate more with one another. Some initiatives, such as PIPSO, already exist. However this seems to be an area that needs additional support. When looking at the impact of running a business on women’s empowerment, we found mostly a positive outlook. Sixty-one percent of women stated that running a business is an acceptable occupation for women and only 19 percent suggested the opposite. The largest share of the respondents indicate that their image in the community improved since they are engaged in business (78 percent); 12 percent say that it does not make a difference. For almost a half of the respondents say that since they are running their business their position in the family improved (47 percent) but for 43 percent it has not done so. A large number of them (67 percent) state that they feel empowered – more confident and with an increased
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sense of self-worth - as a result of being entrepreneurs; while for 14 percent it does not make a difference. 2.1.12 Legal Concerns Over Property Rights and Company Ownership A common problem tends to be that when the woman’s husband who is also a shareholder in the company dies or when the woman gets divorced, they lose their rights to the company business. Often the, shared properties passes on in accordance to customary inheritance laws to their deceased husband’s clan. Women who have joint ownership, through shareholding, of companies do not fully understand their property rights and obligations and as such, are not be able to protect their financial interests. Property rights and transmission of property seem to be “taboo” subjects but worth tackling by women in both patrilineal and matrilineal groups. 2.1.13 Observed Trends in Women’s Entrepreneurial Behavior Many people interviewed appeared to be “very cautious entrepreneurs”, i.e. started their businesses on a part-time basis while employed somewhere else and quit salaried employment only when business appears to be sufficiently solid – often keeping the two occupations in parallel for many years. One woman interviewed indicated that at one point she had to take a leave of absence from her salaried job to attend to her budding business. At the same time, as it happens in other parts of the world, some women encountered in the course of the field study as stakeholders, indicated having “side businesses” run by relatives or paid managers, while keeping their wage employment. An example is a woman working as a government official this author encountered during meetings with stakeholders89. Given the size and challenging geography of most countries under review, many women entrepreneurs feel it would be too much of a risk to give up a salary for the unknown of setting up and running their own business in a small market. Cultural expectations assigning to mothers the main responsibility for their children and the increasing rate of single parenthousehold can also be a factor contributing to this preference. The key reason however might be to have access to a regular income stream that can be used to finance their business. 2.1.14 Cultural Considerations Another risk factor is the family obligations weighing on business people, which can be quite hard for women to resist. Pacific region cultural norms dictate that the clan and the family have to be served no matter what. These obligations take precedence over business and banks know that clients may not repay their loans on time because of conflicting family
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As an anecdote revealing of the wantok culture and the perils sometimes associated with it, a woman public servant recounted how she had started two businesses (a grocery shop and subsequently a transportation enterprise) on a side – she was not planning to let go of her salaried job – and how they grew to be successful until her wantoks started taking advantage of their privilege to the point that she had to close both down. It is worth mentioning that the majority of the women entrepreneurs surveyed mentioned that they have a strategy to keep wantoks at bay in a responsible way that not only it does not endanger their relationship with them but it helps them become autonomous.
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needs90. Several women interviewed had to close down their businesses because their family took advantage of them (e.g. a grocery shop that closed down despite initial success because family members insisted on shopping without ever paying; or a bus operation that was terminated for the same reason in Vanuatu; in PNG a woman who later on became a successful entrepreneur decided to leave her banking job because all her salary was used by her family). A full list of the constraints to lending to women’s SMEs is listed in the table below:
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This particular situation was explained to this author by a banker in Samoa, in the context of the clients benefitting from loan guarantees. It appears to be common practice at his bank that some of these borrowers, women and men entrepreneurs fail to make repayments on their loans on time but do repay their loans in full subsequently. Their loans are not in default.
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Table 2.9: Key Constraints affecting SMEs and Women’s SMEs General constraint Women’s specific constraints Access to finance  High loan interest rates  Have less financial wealth than men do (fewer assets) hence they find it harder to borrow money  Are more conservative then men and more risk averse  Future cash flows are not taken into consideration  This is a common constraint to men and women as security in lending practices to SMEs – as banks alike sometimes do with large companies (and as it is practiced in microfinance)  SME borrowers are considered a ‘high risk’ by  This is a common constraint to men and women banks, hence few banks lend to SMEs. In some alike countries banks do not lend to SMEs at all, as is the case in Solomon Islands



Recommendations for banks  Offer special schemes lower interest rates for women SME borrowers, as PNG NDB does  Take future Cash Flows into accounts in selected situations  Modulate security requirements to include character and business history –  Train bankers to learn how to attend SME borrowers



 The character of the owner is not taken into  Have ‘more odds against them’ when launching  Banks should take into account gender disparities consideration (‘character’, one of the famous 5 Cs and conducting business – as the banks and other and give an ‘increased weight’ to successful of credit) stakeholders tend not to understand women’s women’s SMEs in calculating more favorable term needs and constraints and not to be used to see loans for them than for men her as an entrepreneur  Bankers, administrations and other stakeholders  Husbands may be jealous as their wives spend involved with SMEs should take gender sensitive time in privacy with their banker you can’t just say training so as to better understand their biases banks are not “women friendly” or “gender and SME women clients; they should also sensitive” – you have to be specific by giving clear participate in discussions with women clients to examples so that there can be specific better understand their needs and constraints recommendations.  Women in the six PICs and elsewhere have  May feel intimidated to talk to a male banker expressed and interest in having dedicated banks  May rather prefer to have a woman banker who or branches where they can be attended by women bankers these are too general – you “can better understand her” should give specific examples of how they should  May feel intimidated to even go to a bank be gender sensitized.  Need training in financial literacy  Have less experience and knowledge on accessing  Give them access to bank accounts and financial
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bank finance – although in most cases they are services to make them conversant with bank savvy ‘finance managers’ of their household finance finances  Provide sufficient information on bank services  Tend to have less knowledge than men of especially to women clients (who may feel investment options intimidated to ask) I don’t think simply giving them bank accounts will make them conversant with bank finance – there needs to be specific training involved  Have a respectful, friendly yet professional attitude  Organize specific training as needed  Need to ‘defend their case’ vis-à-vis the bank with  Lack business management skills a good business plan that ‘they own’  Tend to have less human capital than men (education and professional wage employment experience) Access to non financial services  Need good high quality, relevant, easily accessible  Most women in SMEs tend to be educated and to BDS have worked in wage employment yet:  Face vertical occupational segregation – known as the ‘glass ceiling’ or ‘sticky ‘ floor’, - meaning that most often they do not occupy leadership positions, which are left to men - this has a negative impact on their professional networks, self-confidence and income  Face horizontal occupational segregation meaning that they are in general occupied in a more limited array of sectors of the economy than men (mostly in services, education and care related ones) that tend to pay less and are considered less ‘valuable’ – which again affects negatively their self-esteem and their income  The two types of segregations conduct women to



 Promote entrepreneurship education disseminate information about business



and



 Government should launch programs promoting women in economic activities and introduce gender equality measures for all – including equal rights, equal pay, combat gender stereotypes and gender violence; sex related harassment; dismantle occupational segregations against women  Advocacy campaigns and lobbying at the larger society level but also in schools, government, especially SME stakeholders (banks, administrations, BDS providers…) about utilizing bank services including by women in business  Women in business should become visible – through the media, campaigns, publicity  Successful women involved in SMEs should be made visible as role models; banks could
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become involved in the same - limited - numbers of sectors of activity in which they were formerly employed (as the vast majority of women who launch their SMEs were formerly professionally employed) – which are usually less financially rewarding sectors of activity Are less able to reach out to business advise and mentoring than men Have less professional networks Have less business acumen Have in general less ease in dealing with authorities, administrations, bankers – hence are prone to being badly served, abused, take longer time to solve matters Culturally speaking their place is ‘at home’ not in the public space Gender norms in general require them to have a ‘second place’ and to be subordinated to men Even in matrilineal societies and in Polynesian countries where women occupy a stronger place in society, women still have to ‘be modest’, like in Tonga or not have decision power over their of their assets



communicate intensely about them, create the Business Woman of the year award; woman bank ambassador to talk other women into using bank services  Banks could use women pictures on their flyers and promotion material to familiarize their audience with the fact that women can be SME owners or bankers  Hire more women bankers and give them higher managerial positions  Ensure women sit on the bank boards; as such they will be in a better position to influence their institution strategy so as to better meet women in SMEs needs 
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The following example of good practice shows how a financial institution responds to the constraints women entrepreneurs experience:



Box 2.7: Good practice: The Establishment of a Women Dedicated Bank, Pakistan The First Women Bank Ltd (FWBL) in Pakistan is a commercial bank established in 1989 as a development financial institution to foster the socio-economic empowerment of women in urban and rural areas and to meet their banking needs. 90 percent of its capital was contributed by public sector banks and 10 percent by the federal government. In addition to financial services FWBL has set up business and training centers that provide women clients with business development services, legal advice and information on taxation. FWBL is the only financial institution targeting women; in 2011 the bank operated through 38 branches in 23 countries91.



Across the six PICs there are several initiatives aimed to foster SMEs worth mentioning as good practices. Some of them are intended to women only as indicated in the table below: Table 2.10 A summary of Good Practices Promoting Women in Business in the six PICs Initiative/Year started Finance BDS Women Women/ Country Only Men Women Microfinance Bank x x PNG SIBEC Loan Guarantee x x Samoa PNG NDB’s Women Guarantee x x PNG Scheme Minimum floor on bank lending x x and export finance Mentoring Programs x Six PICs Tourism promotion x x x x Vanuatu Women’s Chamber of Commerce x x PNG and Industry Women in Business networks in x PNG PNG
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IFC, Strengthening Women’s Access to Finance for Women Owned SMEs in Developing Countries, 2011. 43



3 Papua New Guinea Government’s role in promoting women in SMEs The Government of Papua New Guinea recognizes the importance of the SME segment of the economy and, increasingly, of the female segment. ADB92 and the World Bank93 have contributed to this work.in several ways. The Papua New Guinea Vision 2050, released in 2011, stresses the importance of the SME sector for the economy of the country 94. It states that agriculture, fishing, community forestry, artisanal and small scale manufacturing and mining are important sources of subsistence and cash income in rural PNG and that the sector is constrained by an unfriendly investment climate, absence of entrepreneurial and relevant technical and managerial skills. The document mentions that the Government and its responsible agencies “have been slow in facilitating a conducive business environment to overcome issues such as: “law and order situation leading to high security and insurance costs, poor infrastructure, high transportation costs, ineffective customs services, unfavorable pricing arrangement for certain inputs”95. It is further stressed that lack of education and skills development have contributed to a dependency mentality among the population, which has prevented PNG people from taking advantage of small business opportunities; entrepreneurship and skills development are singled out as priorities to be pursued96. The development of the SME sector has emerged as one of the key priorities of the PNG Government. “Countries such as Malaysia and Indonesia have been held up as examples for



92



ADB is PNG’s second largest development partner (around US$ 1 billion portfolio of current projects) and it prioritizes infrastructure, private sector development (PSD) and regional cooperation. ADB is running the Private Sector Development Initiative (PSDI) with five focus areas in PNG: access to finance, business law reform, competition policy, economic empowerment of women and state owned enterprise reform (www.adbpsdi.org).). Since 2008 PSDI has worked with the Government to develop a public-private partnerships so as to promote commercialization when privatization is not an option. ADB runs the PNG Microfinance Expansion Project (since 2010). It ran the Smallholder Support Services Pilot Project (1999-2009) to increase access to technical assistance support for smallholder agriculture.(Options for Growth, PSD Strategy in PNG, ODI, 2013). 93 The World Bank Country Partnership Strategy aims to promote private sector and structural transformation by supporting policies and reforms. Funding includes IDA/IBRD. The World Bank is also facilitating regulatory reform to encourage foreign direct investment in key sectors and state owned enterprise reform. It plays a role with the Extractive Ibdustry Transparency Initiative and it provides studies on financial competncey, working with the Bank of PNG to develop financial products especially for low income households and informal sector SMEs. Among its specific projects: The Selpf-Reliance Program for Women in Mining and Petroleum Communities, The PNG_SME Access to Finance Project (especially relevant for the study at hand and which includes support to the PNG Department of Commerce and Industry for SME strategy modernization); The Urban Youth Employment Project, PNF Productive Partnerships in Agriculture. IFC, the private sector arm of the World Bank supports business in PNG through investments and advisory services and is working with the Government to support easy formalization of enterprises and growth. (Options for Growth, PSD Strategy in PNG, ODI, 2013). 94 http://www.treasury.gov.pg/html/publications/files/pub_files/2011/2011.png.vision.2050.pdf 95 http://www.treasury.gov.pg/html/publications/files/pub_files/2011/2011.png.vision.2050.pdf, p 23. 96 http://www.treasury.gov.pg/html/publications/files/pub_files/2011/2011.png.vision.2050.pdf p 67.
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PNG to follow and SMEs have been proposed as the key mechanism to create jobs, drive growth and develop non-extractive industries”97. PNG government institutions supporting the SME sector are currently using the terms “micro, small and medium size enterprise” or “MSME” when referring to their targets for intervention, as indicated in section 3.1.4. The draft SME Policy offers for the fist time in PNG a definition of micro, small and medium size enterprises: Table 3.1: Definition of MSMEs in PNG Criteria Micro No of Employees (paid) 1 to 5 Annual Sales/Turnover < K200,000 and 


Small >5 and  K200,000 > K200,000 and 


Medium >20 and K5mm and  K10 and 


Source SME Policy Working Draft, 2014



The PNG Government has approved a 12-point SME Stimulus Package at the end of 2012 that includes taxation incentives, easier registration procedures, state buying commitments, the provision of subsidized finance, proposals to restrict foreign investment. The package took into account the interests of women entrepreneurs, as suggested by the PNG Women Entrepreneurs association98. PNG Government support to the private sector development seems to take the form of promoting the local SME sector through a new Small and Medium Enterprise (SME) National Policy and Master Plan99, yet to be released100. The document, currently in draft form, and available for consultation, was elaborated with support from the World Bank101 and it included contributions from ADB102. This is the second SME policy in PNG; the first one was issued in 1998. The SME Policy working draft suggests the government’s confidence in being able to achieve 500,000 SMEs (almost a tenfold increase from the current level of 49,500 registered SMEs) and 2 million jobs by 2030. The PNG Women Chamber of Commerce and Industry (PNGWCCI) indicated that PNG business women consider that their concerns were not sufficiently addressed in the SME document and that it plans to “spend as much time as needed to get the SME Master Plan improved to support women entrepreneurs in PNG”103. The Investment and Promotion Authority (IPA) houses the Companies Office, the Securities Commission, and the Intellectual Property Office of PNG. IPA was established to facilitate trade and investment promotion and business registration.
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http://www.adbpsdi.org/2013/11/getting-settings-right-on-sme-policy-in_11.html https://grauchinkagawa.wordpress.com/tag/sme-stimulus-package/ 99 Options for Growth, PSD Strategy in PNG, ODI, 2013. 100 The PNG SME Policy was initially planned to be released before the end of 2013. 101 As mentioned in an earlier note in this section referring to the World Bank’s initiatives in PNG. 102 The ADB contributed to the Policy through the membership of a national working group. http://www.adbpsdi.org/2013/11/getting-settings-right-on-sme-policy-in_11.html 103 http://www.pngloop.com/2014/10/27/sme-master-plan-needs-ensure-inclusion-women-owned-businesses/ 98
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At the current time SMEs are sustained mainly through the Small Business Development Corporation (SBDC), an Agency under the Department of Commerce and Industry, established by an Act of Parliament – The SBDC ACT 1990. SBDC was created to “promote and encourage small to medium enterprises to enable indigenous Papua New Guineans to be self-sufficient, thus improving their standard of living and contributing to the economic development of the country”104. Under the new SME Policy, the SME Corporation of PNG (SBDC)105 will be the agency responsible for implementing the SME Policy and Master Plan, playing as secretariat to the SME Council which will be chaired by the Prime Minister. Other institutions established by the government to promote the SME sector are the Industrial Centres Development Corporation (ICDC) and the National Institute of Standards and Industrial Technology (NISIT). While ICDC106 was established to facilitate regional development through industrial development centers, NISIT was set up to establish and regulate technical standards and ensure conformity with international standards and to promote safety practices in industry and environment protection. The PNG Government, through its Department of Commerce and Industry and the PNG National Development Bank has set into place various initiatives aiming to support women entrepreneurs in MSMEs with financial and non-financial services. These encompass business development support services and access to finance for MSMEs – including with a gender dimension – and are mainly conducted through the ‘Women in Business Desks107’ of the PNG National Development Bank (NDB) – for financial services, and under SBDC for business development services support. Both were established in 2009-10. In addition, over the years, the PNG government has made several attempts to promote female-owned businesses, such as sponsoring a business exhibition in Lae in 2010, a Forum for women entrepreneurship in 2012 and most recently, providing support to PNG Women in Business Microfinance Institution Ltd, a bank launched in mid 2014. Furthermore the PNG Government shows its commitment to support women, and women owners of MSMEs in particular, access financial services, in its National Financial Inclusion and Financial Literacy strategy 2014-2015108. The first109 key strategic objective of the strategy aims to: “reach out to one million unbanked low-income people in PNG and micro 104



SBDC Act, quoted in the SME Policy Working Draft, 2014. SME Policy Working Draft 2014, p49/55. It is not clear from the text whether this agency is the same as the previously mentioned homonym agency. 106 The SME Policy and Working Draft 2014 lists the center in Lae, Morobe province as being fully operational and one in Rabaul, East New Britain province as being partially developed. 107 NDB departments dedicated to financing women MSMEs are called ‘Women in Business Desks’ 108 The PNG National Financial Inclusion and Financial Literacy strategy 2014-2015, p5, released in 2013. 109 The other six key strategic objectives of the PNG Financial Inclusion and Financial Literacy Strategy 20142015 are: ii. To lead efforts to create a financially competent generation of PNG people through financial education and youth-focused financial products and financial literacy; iii. To support the innovative use of technology for scaling-up access to services and financial literacy; iv. To strengthen consumer protection by issuing prudential guidelines; v. To integrate financial inclusion in local and national government; vi. To promote regular collection and use of financial access data to inform policy making and vii. To optimize these results through knowledge sharing and coordination of stakeholders, including development partners. 105



46



and small enterprises, with a diverse range of services. Fifty percent of people reached will be women”. The PNG Draft SME Policy and Master Plan 2014-2030 indicates the creation of the SME Council which the Prime Minister will chair “to ensure that the National Government drives the economic development agenda” and that the document will realize the objectives and aspirations as outlined in the Development Policy of Vision 2050. SMEs are planned to assume a greater role in the economy as key driver of growth while at the same time achieving inclusive and balanced growth. The Master Plan promotes public-privatepartnerships which implies shared responsibility and accountability between the Government, private sector and the civil society. The following table reproduced from the SME Policy Working Draft 2014-2030110 provides an overview of the expected contribution of the SME sector to the PNG economy over the fifteen years encompassed: Table 3.2 Summary of changes in the SME sector contribution to the economy up to 2030



Women are mentioned in one of the SME policy guiding principles: “there must be full participation of women and youth” in the SME sector” and in Appendix 4, as one of “The eight point plan for PNG”: “A rapid increase in the active and equal participation of women in all forms of economic and social activity”. While these are important statements, no concrete measures to encourage female SMEs are announced. The SME Master Plan Working Draft addresses together “Women, Youth and Disadvantaged Groups”111.It underlines that women and youth comprise over 60 percent of the PNG population and are able to form the engine for SME development in the country. Along with challenges faced by all, women are recognized as experiencing significant additional ones, such as cultural barriers and mindsets in a male dominated society. The text recognizes that women are constrained when it comes especially to: access to finance, skill and entrepreneurship training, access to information and markets, lack of support from government agencies. An unfair business environment for women is also deplored. The government will ensure that the above groups are given equal opportunity to SME development. Specifically SME providers will design special programs for women (youth and disadvantaged people) and identify factors inhibiting them from going into business, and design programs to address these factors. The PNG National Development Bank will allocate a percentage of its loan portfolio for women; special financial products will be designed; processes and procedures will be simplified to ensure women’s (and the other groups) 110 111



SME Policy Working Document Draft, 2014, Table 7, page 24/55. SME Master Plan Working Draft, p 49/100.
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access to credit. SBDC will design appropriate training and mentoring for women (and the other groups). While it is good that women are hailed as a group encountering special constraints when it comes to participating efficiently in the SME sector, the measures suggested in the policy do not seem strong enough to sustain the expectations on female entrepreneurship development announced in the document. The planned actions are not specific enough to women and are not supported by budgets dedicated to women only and supported by indicators aiming to measure and monitor the pace of women’s involvement in the programs112. This is to be deplored, as wide evidence elsewhere has shown that without specific, fullybudgeted, indicators supported and monitored gender measures women’s entrepreneurial activity is not likely to develop rapidly to its full potential.



The Country Context and its Impact on Women Entrepreneurs PNG has a population of over seven million113. While English is the official language, about 715 distinct indigenous languages are spoken, reflecting a high cultural diversity. Almost fifty percent of the population is under the age of 20 and the number of young people is expected to double in the next 20 years. UNDP’s 2013 Human Development Report ranks PNG as 156th out of 186 countries and places the country in the ‘Low Human Development’ category, one of the lowest performers in the Pacific region and the worst among the six PICs of this study. These indicators suggest that the country’s growing mineral wealth did not so far impact the quality of life and for the population. The PNG Medium Term Development Plan recognizes gender inequality as a “threat to future development”114. Recent estimates indicate that approximately 40 percent of the population lives on less than 1USD per day115. It is worth mentioning that there are higher variations in the annual per capita consumption between urban and rural and between provinces than between women and men116. These disparities are also reflected in differentiated standards of living data as 112



Some of the indicators could be: a target number of women owned SMEs by 2030; measures set into place conducing to this might be: target numbers of women trainers and female trainees participating in business development courses, benefitting form insurance and guarantees for loan with lower than market interest rates, number of women in SMEs participating at overseas trade fairs, engaged in exports, prize winners in business contests, etc. Furthermore it would be important for the authors of the report to consult women-inbusiness groups to ensure that they define the SME Policy taking into account women’s needs and grievances. The PNG WCCI is asking precisely for this – as noted in this report. It announced its intention to lobby and advocate the government so as to ensure that the SME policy is gender sensitive. It would be necessary for such consultations to include not only predominantly urban businesswomen but also women entrepreneurs from the provinces and from rural and remote areas. 113 Total population 1.05 male(s)/female (2014 estimates, 2015 CIA World Factbook. 114 PNG Country Gender Assessment 2011-2012, p30. 115 Papua New Guinea Household Income and Expenditure Survey 2009-2010. National Statistical Office. 2012. 116 The annual per capita consumption for men and women measured in PNG Kina (K) is K 2,585 for men vesis K 2,506 for women, Papua New Guinea Household Income and Expenditure Survey 2009-2010. National Statistical Office. 2012.



48



well as in access to financial services as it will be shown subsequently in this report in the section on access and usage of financial services. Gender roles are constraining PNG women entrepreneurs. In most cultures in PNG males have higher status than females and traditional gender relations reflect inequality and the subordination of women117. This perception has been largely confirmed by women interviewed in the course of the field mission, both during individual exchanges and as part of focus group discussions. Some men have also mentioned the existence of this stereotype and the fact that it negatively influences women’s ability to succeed in business. As a consequence, women have a limited voice in decision-making118. As a result violations to human rights and violence against women and girls is common across the country and is usually considered socially acceptable, as it was suggested by various women interviewed. Polygyny (marriage to more than one wife) is still practiced to various extents across the country119. Traditional societies in PNG stress however reciprocity in gender relations with both sexes as partners in a system of production and reproduction. Women produce wealth that is controlled by men, thus losing out on prestige, defined in terms of wealth distribution. Under traditional norms women in PNG – as elsewhere - bear heavier burdens than men in terms of reproductive, productive and community management work. However women build their own strategies on the margins of men’s politics 120. Gender roles have seemingly evolved over time, with women appearing in recent years to take on leadership roles outside their homes at the local level, especially in church groups. Gender inequality translates in violence against women’s and girls. Females have poorer levels of education than men and a lower access to health care services, as it will be shown in the following paragraphs. Unsurprisingly, these challenges restrict women’s access to economic opportunities, be it as employees and as entrepreneurs. High levels of gender-based violence is present in PNG as it is in the other Pacific Island countries under the current study. The issue underlying gender-based violence is the low status of women in the country121. A UN study conducted in PNG found that 67 percent of interviewed women had experienced domestic violence. Economic dependence on a male breadwinner makes it difficult for a woman experiencing violence to report the abuse or leave her husband122, showing the importance to PNG women’s health, wellbeing and safety that entrepreneurial development could bring. Although public expenditure on education has increased over the last decade reaching close to international benchmarks PNG still falls behind on performance indicators such as literacy rates123. Furthermore there is a significant gender gap when it comes to education, as shown 117



PNG Country Gender Assessment 2011-2012, published 2013. IFC PNG Gender and Investment Climate Reform Assessment, 2010. 119 Polygyny rates across the four regions of PNG vary from 10 percent in the Southern region to almost 29 percent in the Highlands region, as indicated in PNG Country Gender Assessment, 2011-2012, p30. 120 PNG Country Gender Assessment 2011-2012, p 31. 121 PNG Country Gender Assessment 2011-2012. 122 UN Women, Ending Violence Against Women and Girls 123 IMF Country Report, 2014. 118
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in the PNG Country Gender Assessment 2011-2012 (CGA), page 48. Female net enrolments rates in basic education lag behind males (73 percent compared to 77 percent in 2010). Of those enrolled, only 59 percent of girls and 64 of boys complete a full primary cycle. There are larger disparities at regional level, for instance in the Highlands region there were 85 girls in primary school to 100 boys. The gender lag is maintained in secondary education (Grade 9 to Grade 12) albeit with lower ratios: at around 39 percent for females and 50 percent for males. Gender inequalities persist at tertiary levels including technical and vocational education and training (TVET), thus contributing to gendered horizontal and vertical segregations in the labor market. Women lag behind men in literacy levels (15-24 year age group) as well: 70 percent of males and 65 percent of females in PNG are literate. All five countries under study have higher literacy rates, while Samoa, Tonga and Vanuatu have the highest rate, as depicted in Annex 2, in line with Pacific region averages in this age group of 92 percent for males and 91 percent for females. As human capital (education attainment and working experience) play a key role in entrepreneurial success, women’s low education levels represent a serious threat to their abilities to subsequently succeed in their entrepreneurial endeavors. The government’s National Health Plan 2011-2020 suggests that health services present deteriorating health indicators, particularly for rural populations. PNG has the lowest spending on health services per capita in the Pacific region at 3.2 percent of GDP124. PNG has a ratio of 0.58 health workers (doctors, nurses and midwives) per 1,000 population, compared with 2.23 in Fiji and 2.74 in Samoa.132125. PNG Household Income and Expenditure Survey (HIES) 2009-2010 data indicate that access to health services is more constrained in rural areas than it is in urban ones. Given the existence of strong gendered roles in PNG, poor access to health services has a stronger negative impact on women than on men, especially on rural women. As an illustration, in 2006 maternal mortality rate is 711 per 100,000 live births in urban settings and 741 in rural ones ; total fertility rate is 3.6 children born per woman in urban areas and 4.5 in rural areas. While 88 percent of urban mothers delivered with professional assistance, only 47.5 percent of rural mothers did so. Infant mortality rate within the first year of life per 1,000 birth was 31 in the city and the double in rural areas, i.e. 62 percent126. Health status statistics indicate a maternal mortality ratio of 733 deaths per 100,000 live births, second after Afghanistan in the Asia-Pacific region and a strong difference exists between rural and urban areas. Malnutrition is widespread in PNG affecting especially women and children. This entails more suffering on anemia by women, who, given their lower status vis-à-vis men, when food is scarce, are less likely to have access to food high in protein and rich in fat127. The PNG economy has two segments, the formal sector and the informal one. As shown by CGA, work and labor force participation is differentiated by sex across PNG’s two tiered 124



STATISTICAL YEARBOOK FOR ASIA AND THE PACIFIC, UNITED NATIONS ECONOMIC AND SOCIAL COMMISSION FOR ASIA AND THE PACIFIC, 2011. 125 PNG Country Gender Assessment 2011-2012, quoting the National Department of Health, 2010. 126 PNG Country Gender Assessment 2011-2012. 127 PNG Country Gender Assessment 2011-2012.
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economies, the formal one, dominated by exports, capital-intensive mining, forestry and plantations and the informal one. 2009-2010 HIES data suggest that 43 percent of men compared to 23 percent of women nationally hold a wage job in the formal sector. In rural areas the rates are 36 percent and 18 percent respectively. In the formal sector women are more likely to be employed in the public sector128, Total workforce employed (age 15-64) is 3.8 million129. The unemployed represent 1.9 percent; the PNG population employed in the formal sector of the economy is 12 percent and the remainder, 82.1 percent of the labor force is engaged in the informal sector130. Approximately 85 percent of PNGs rural population relies on subsistence farming131. The informal sector is central to women’s lives. Households can be regarded as “microenterprises in the informal economy”132. They represent “incubators” leading to formal economy activities. PNG HIES 2009-2010 indicate that 53 percent of men and 59 percent of women reportedly are engaged in agricultural production and selling and men’s reported earnings were twice as high as those reported by women. Men are more than three times as likely as women to report being self-employed and about 20 percent more likely to be involved in agriculture-related business activities. The CGA points out that “to participate equally in the workforce and economy, women need the same legal opportunities that men have”133. PNG is ranked 113 over 189 countries in the World Bank Doing Business 2014, Understanding Regulations for Small and Medium-Size Enterprises report. This is the lowest overall rank compared to the six Pacific Island countries of the study (Annex 6 presents a comparison across the six countries). PNG ranks 101 in terms of ease of starting a business and 86 when it comes to getting access to credit. This suggests that starting and growing a business is not an easy undertaking in PNG. However women are more constrained than men when it comes to engaging in business; especially they have more difficulties to access finance and business development services as it will be shown later in this report. PNG’s recognizes both formal and legal and customary legal practices. Legal gender parity in the formal system has not been achieved, as it is the case in many countries, and customary legal practices can be detrimental to both sexes134. In reality, as noted in the CGA, the customary system prevails and is most likely to discriminate against women. “In systems of traditional tenure, differences between the rights of men and women might best be 128



In PNG the public sector employs the largest proportion of workers in the formal sector. In 2007 it employed 76,000 public servants, 24 percent of these were women. Only 12 percent of the women employees had executive positions. 129 CIA World Fact Book, January 2012. 130 Draft SME Master Plan 2014. 131 PNG Country Gender Assessment 2011-2012. 132 Schoefffel, P. 2012. Gender and Food and Agricultural Production in the Pacific Islands: A Concept Note. United Nations Food and Agriculture Organization, Apia, 2012, quoted by PNG Country Gender Assessment 2011-2012. 133 PNG Country Gender Assessment 2011-2012, p 79. 134 As explained in the PNG Country Gender Assessment 2011-2012, p 56, in the absence of a will, customary inheritance practices are applied. These can be equally discriminatory for women and men depending upon the prevailing inheritance system matrilineal (discriminatory against men) or patrilineal (discriminatory against women).
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understood in relation to authority over land and fixed assets; rights of control generally reside with men, regardless of whether the social system of descent and inheritance is matrilineal or patrilineal. Where land has been commercially exploited (for example, for logging or mining leases, and other commercial purposes) women have generally had little say in the decision-making process and have reaped few direct benefits. Women are less likely to hold land under the formal system of registration135. As producers of food, women have traditionally access to land, which is mostly customary land and it cannot be bought or sold136. However as shown above, women rarely have decision-powers over land across the cultures of the country. As underlined in the CGA, “one gap in the enabling environment that has significant potential to impact positively on women is permitting movable assets, such as machinery, jewelry, and other household objects, to be used as collateral. Opening up this type of financing would benefit all businesses and entrepreneurs, and would be of particular benefit to women who do not have formal title to collective/customary land because this type of financing allows them to unlock access to formal credit markets. In 2012 a draft law on this issue is being discussed at cabinet level in PNG to create the legal authority for an asset registry, thus making it possible to use moveable assets as collateral”. ADB/PSDI is particularly well placed in this respect as it has been introducing business law reform, including on registry design and implementation – across the Pacific region. In PNG, among other initiatives, ADB/PSDI is working with the PNG government on the Personal Property Security Act, which was passed in 2011137. The Act is not yet operational but .ADB PSDI indicated plans to commence operation of the framework and registry in 2014. Women entrepreneurs are more penalized than men as they bear the blunt of gender inequalities when engaging in business. For instance when they formalize their businesses and have to pay taxes they report feeling threatened by tax officials and authorities. Once the environment will become more enabling women are likely to ripe more benefits than men138. Women dominate the service sector, retail marketing and rural semi-subsistence food production, and they report a greater extent of problems than their male counterparts do. These include physical insecurity and violence and poor sanitary and personal safety conditions in markets139. Business registration: Women in PNG faced more constrains than men when formalizing their businesses. Issues such as lack of capital, lack of assets to pledge to access credit, 135



PNG Country Gender Assessment 2011-2012, p 79. PNG Country Gender Assessment 2011-2012. 137 ADB Pacific Private Sector Development Initiative, Progress Report 2013. 138 PNG Country Gender Assessment 2011-2012, quoting World Bank 2010. Gender Dimensions of Investment Climate Reform: A Guide for Policy Makers and Practitioners. Washington DC. P. 114. 139 PNG Country Gender Assessment 2011-2012, quoting United Nations Entity for Gender Equality and the Empowerment of Women (UN Women) 2011. Pacific Markets and Market Vendors: Evidence, Data, and Knowledge in Pacific Island Countries, UN Women, Suva and Japan International Cooperation Agency, 2010. 136
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information about formalization processes and logistical problems related to registering their business, including transportation. In addition, aspects of running a business such as contract enforcement, getting access to market, finding partners, exporting can be more daunting undertakings for women that for men. Women tend to lack business related information or knowledge on how to get it. Over the last years, an encouraging development for women in business is the creation of informal and formal networks and organizations / institutions, catering to them. They provide members with fora for advocacy and lobbying. In addition they offer platforms for information exchange and for finding business partners. Few of these initiatives were created in the provinces140; the majority are city-based, with most of them in the capital, Port Moresby and the other larger cities. For example the Women Chamber of Business and Industry, the Women Micro-Bank were launched in Port Moresby in 2014. However it remains to be seen how effectively will these organizations support women entrepreneurs and especially those from rural and remote areas. A growing body of empirical literature from around the world demonstrates that promoting gender equality is good economic development policy, including when it comes to women in SMEs. Indeed, the literature shows that greater gender equality in endowments, access to economic opportunities and agency can (a) contribute to higher productivity, income growth and poverty reduction; (b) improve the opportunities and outcomes of the next generation; and (c) enhance development decision making. As it has been shown in the previous section, the PNG government recognizes the importance of women in MSME’s contribution to the economy and over the last years has increasingly taken steps to encourage and promote their business activities.



A Review of Women’s SMEs 3.1.1 Methodology Primary data was collected during a one-week field mission to Port Moresby, PNG from July 5th to July 13th 2014 by the international consultant and subsequent interviews with women entrepreneurs from various provinces led by the local consultant. The fieldwork included meetings and interviews with over 50 stakeholders from a variety of sectors, including women involved in SMEs, government, and NGO representatives, donors, business associations, financial institutions and business support providers. The research included focus group discussions, individual interviews, case studies, and a survey tool to collect information on women’s businesses, access to and usage of financial and non-financial services. A total of 29 questionnaires were completed, some of them at the end of the focus group discussions with women entrepreneurs in Port Moresby and some in the province. The purpose of the questionnaire was to collect baseline data and to get a comprehensive view
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An example in point is the Simbu Women in Business Association, created by one of the women entrepreneurs interviewed and featured in a Case Study, Christina Tambagle in her native province.
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of the drivers and obstacles encountered by women in SMEs when starting up and growing their companies. Two focus group discussions (FGD) were held in Port Moresby, one with 8 women entrepreneurs and one with 10 men and women representatives from various institutions supporting the SME sector. The FGDs were organized with the help of ADB PSDI representative in PNG and were held on the premises of the WBG information center. Four Case studies were compiled based on in-depth interviews with women in SMEs. The list of participants to the two FGD sessions is presented in Annex 5. This study attempts to analyze the characteristics and features of women’s SME in different industries and economic sectors in PNG. However, time constraints enabled the consultants to interview 29 women involved in SMEs active in the capital city and across the national territory. As such, our findings provide some anecdotal evidence of women entrepreneurs’ needs and preferences regarding financial services, but cannot be considered conclusive to draw definitive patterns about the population’s financial behavior. The primary and secondary research was complemented with information collected through consultations with various SME stakeholders including financial institutions representatives and business development service providers, that offered additional and useful insights on businesses’ access to and usage of financial services.



3.1.2 Number of SMEs PNG has 49,500141 formally registered SMEs. The draft PNG SME Master Plan indicates that 24.8 percent of the 49,500 registered SMEs in 2013 are owned by women142. As indicated in the SME Policy draft, the PNG government does not have an in-depth insight in the SME segment of the economy. The fact that there was no clear definition of SMEs prior to the draft SME Policy 2014 contributed to it. Reportedly, women SMEs143 represent a growing segment of the private sector in PNG yet they are not sufficiently visible144. Many PNG women - jointly with their families or independently - own and manage SMEs and some large enterprises, yet their numbers and characteristics are not fully known. PNG’s private sector is mainly made up of very small and informal enterprises, with many of them based on family units in village communities. More than 90 percent of private 141



Investment Promotion Authority Database 2013. As noted in section 3.3.2 in this report it is not clear to this author whether one third of the 49,500 registered SMEs in 2013 or of total enterprises surveyed (comprising 86.9 percent of the sample) are women owned, cf Table 2, p 7 of the draft Masterplan. 143 SMEs is used here and elsewhere in this report as generic terminology designating a segment of the business spectrum that comprises micro, small and medium enterprises, defined in PNG according to Table 3.1. above. No information is provided in the survey regarding co-ownership by men and women. 144 Comprehensive national data & statistics on women SMEs do not exist. Available information is patchwork or entirely missing. Some studies exist, such as the ones referenced here, but they are not public information i.e. they unfortunately cannot be consulted. 142
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enterprises are micro and informal enterprises with their main activity being subsistence and smallholder, market-based agriculture145. Overall women’s businesses tend to be smaller (in terms of assets, number of employees and turnover or sales) and less profitable than those run by their male counterparts.146. In this women-owned PNG MSMEs align themselves to global trends147. Other enterprises in the economy include large multinational corporations, large national businesses, micro enterprises and the informal sector. The formal sector represents 15 percent of the economy, with respectively 13 percent SMEs and 2 percent large companies, while the reminder, 85 percent, is the informal sector. A baseline survey was conducted by SBDC in 2012148. It provides the following information about the SMEs surveyed (made mostly of informal businesses): they contribute K2.5 billion or 13,3 percent to GDP; 24.8 percent are female owned; 66.8 percent of them have owners who are older than 34 years; 68.3 percent are in retailing, wholesaling and farming; 55.8 percent have Highlands ownership149; 86.9 percent are informal while 13.1 percent are registered businesses. The vast majority of the SMEs surveyed (94.4 percent) have never obtained any form of loan and the government assistance has been given to only 2.5 percent of the enterprises surveyed. Prior to 2012 several actions meant to promote women’s entrepreneurship – especially led by Janet Sape, a woman entrepreneur herself and a strong advocate and lobbyist for women in business – took place in PNG and were voiced in regional conferences across the Pacific as well. In 2012 the PNG National Development Bank (NDB) organized the country’s first forum on women entrepreneurs; the demand was much higher than anticipated and the conference could not accommodate all the women in SMEs who indicated their interest in attending150, which suggests that there are far more female business owners than the NDB estimated. Janet Sape is one of the most visible and vocal woman advocates for female entrepreneurs in PNG. A successful business woman, she participated at the first national fora on women in business and lobbied the government to recognize the importance of female entrepreneurs in PNG and to support them. She started her own microfinance institution and advocated the government for financing a women micro-bank, which opened in mid 2014.
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IFC PNG Gender and Investment Climate Reform Assessment, 2010. IFC PNG Gender and Investment Climate Reform Assessment, 2010. 147 Global Entrepreneurship Monitor (GEM) 2012 Women’s Report. 148 The information regarding the baseline survey is the SME Master Plan Working Draft Table 2, p 7. It appears that SBDC has included in their surveyed companies only 13 percent of registered companies. Or the aforementioned table suggests that the number of companies surveyed was 49 500. However, these are registered companies, hence the data is not clear. 149 The remainder regions are represented as follows: Southern 12.4 percent, Momase 19.4 percent, NGI 11.9 percent. In addition expatriates own 0.5 percent. 150 As communicated privately to this author in July 2010 by Ester Igo, the consultant hired by the NDB to undertake a market study on women entrepreneurs and organize the event. Unfortunately she could not share the study. 146
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Based on information from women business owners interviewed in the course of the field mission, the aforementioned forum galvanized female entrepreneurs throughout the country giving them visibility and the motivation to exchange information amongst them and to form women in business networks. Some did so in their province, such as Christine Tambagle, interviewed in a case study, who recounted how upon return from the forum, together with other women entrepreneurs she set-up (in Simba province) - Simba Women In Business Association (SWIBA) that counts with 500 members. This anecdotal evidence shows the need female entrepreneurs have in PNG to end their isolation and reach out to other women in business for support and also to engage in advocacy and lobbying for their cause, as SWIBA and other similar organizations do. There has been a remarkable growth of women in business organizations in 2013-2014, as described further below, suggesting that the female business sector is becoming stronger and more visible.



3.1.3 Summary of Findings – Baseline study Table 3.2 below provides a summary of the socioeconomic and business characteristics of the women interviewed in PNG. The majority of the women interviewed, i.e 16 women (56 percent) are in the age bracket 36-50 years old, while about 8 (26 percent) are over 50 and the smallest group, 5 (19 percent) are between 21-35 year old. The wide majority of respondents, 18, are married (63 percent) while 3 (11 percent) are widows, and 4 (15 percent) are single. Of the women interviewed, 9 (67 percent) have tertiary education, 4 (15 percent) have completed secondary school, and 1 (4 percent) had primary level education. As pointed out elsewhere in the report their relatively high education attainment indicates that they are part of a relative small group at country level in terms of education. The vast majority of the respondents (78 percent) declare having had prior working experience before starting their business. Of those who were employed before becoming entrepreneurs, 15 worked for over 10 years before starting their business and 11 were employed for 6-10 years prior to creating their firm. Only very few (3) had worked for 5 years or less. Having high levels of education and prior experience in wage employment (human capital) emerge as major assets for women’s entrepreneurship, and play a determinant role in the longevity and business success of women enterprises, as it has been showed in numerous studies worldwide. Moreover, in-depth interviews revealed that some of the women used to have responsibilities (mid-level or managerial positions) in their previous jobs. This is likely to help them in their business endeavors. Some of the women interviewed worked in the same business sector as the one chosen for their entrepreneurial activities, such as Linda Paru, formerly a Human Resources specialist who established her company, Business Solutions, in the same field of business. In contrast to Linda Paru, Jennifer Kelaga Bu, a lawyer by training, set up her enterprise in a totally new sector of activity for her: car and truck renting and transportation, while Mary Rose Maur, a banker by training, established several successful retail businesses.
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19 respondents indicated that they are owners of their enterprise and 6 are co-owners mostly with their husbands. 28151 of the women interviewed incorporated their businesses (96 percent). While 14 of them (48 percent) indicated that the registration process was relatively easy, slightly less, or 13, (44 percent) mentioned that it was not. Out of the sixcountry study, PNG has the highest percentage of women that found the registration process challenging. More than a half of the interviewees, or 16 respondents registered their enterprise under their name (56 percent); 9 respondents (30 percent) own 100% of the shares, while 8 (26 percent) own 50% and 6 women (19 percent) own less than 15%. Over half of the respondents, i.e. 16 women have registered their business as a company (56 percent), the most utilized type of business registration in the group; 6 (22 percent) as a sole trader and 4 (15 percent) as a partnership. Over half of the women interviewed work in the services sector (56 percent of the respondents) while 11 percent are active in retail, in construction, and in manufacturing. Almost a third, i.e. 9 women (30 percent) have been in business for less than 3 years, 4 for 35 years (15 percent); 12 (26 percent) for a period comprised between 6-15 years, , and another 4 (15 percent) for >15 years. This suggests that most women in the sample were involved in well-established enterprises, while the second largest group where in the initial phase of their business cycle, the most vulnerable one, with globally established high business mortality rates. The majority of women in our sample, 13 respondents (44 percent) employ up to 5 people; 5 (19 percent) employ between 6-20 people; 10 (33 percent) have between 21-50 employees, and (4 percent) have no employees. Based on the PNG SME definition this means that 14 respondents are involved with micro enterprises, 5 with small ones and 10 with medium size enterprises152. Most of the respondents qualifying for having medium size enterprises employed just above twenty employees. Only one was co-owning a company with 100 workers. Table 3.3 Summary of socioeconomic and business characteristics of the women interviewed in PNG



151



This question was irrelevant as one of the respondents is not an entrepreneur, but works for a government institution that provides business development services to SMEs, hence only 28 respondents are women in SMEs. 152 The questionnaire was designed without taking into account the PNG SME definition, which was not available at the time of the questionnaire design. PNG, by far the most populous country in the study has a SME definition that is adapted to its size, i.e. it considers larger companies in terms of numbers of employees that the other five PICs.
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Owners’ age



36-50 16



21-35 5



Marital status



Education Previous working experience (wage employment)



>50 8



Yes



No



Widows



18



4



3



Primary



Secondary



Tertiary



1 < 5years



4 6-10 years



19 >10 ears



11 15



Ownership



Single owners



Co-owners



19



6



Ownership Share






50%



100%



6



8



9



Registered businesses



Yes



No



Type registration



27 Under own name of 16



Type of legal entity



Company 16



1 Under different name 13 Sole trader



Partnership 4



6 Enterprise age Number of employees






3-5 years



6-15 years



>15 years



9



4



12



4



0 employee



1-5 employees



6-20 employees



21-50 employees



1



13



5



10



During two focus group discussions (FGD) held in Port Moresby as part of the field study, the following factors that constrain women’s active and equitable participation in economic life in PNG were identified: Table 3.4: Factors constraining women’s financial inclusion in PNG 1. Human Capital  Lack of literacy and numeracy (which may reinforce the constraints listed below)  Access to formal employment
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Representation on corporate and private sector boards and senior management teams



2. Financial capital  Access to financial services and credit 3. Access to economic resources/assets & know-how  Control over land and productive assets  Access to negotiating processes and venues, which would lead to voice in use of minederived benefits  Competing responsibility for home work in addition to economic activities  Knowledge of bureaucratic and ‘modern’ processes and entry points for permits, licenses, etc.  Access to and cost/safety of transportation  Skills in business management  Dissonance within groups and/or competition/jealousy between women 4. Access to information and markets  Access to information about market opportunities  Increased costs and decreased access to markets and opportunities  Lack of a clear collective goals across members of women’s associations  Access to communication channels  Access to good advice  Access to decision-makers to advocate to them 5. Cultural attitudes vis-à-vis women  Views about women's participation in local decision-making  Attitudes about women’s voice over resource use  Cultural obligations (bearing an unequal burden for women)  Lacking a sense of common purpose with other women  Attitudes about women’s role in family decisions  ‘Melanesian attitude towards business’ where individual gain is claimed by entire family (not only women!)  Attitudes of husbands and brothers and fathers; belief that women’s role is to create wealth for men to allocate and use  Confidence and sense of self-worth 6. Women’s rights enshrined in the legislation and Government position vis-à-vis women  Formal legislative framework and/or customary law  Law and order: gender-based violence  View by D.P.s of women’s groups as ‘unproven’



In the same FGDs the following measures were identified as being exemplary initiatives taken in the public or private sectors that sought to remove the constraints described in Table 3.4 above. Table 3.5: Exemplary initiatives to remove constraints to women’s financial inclusion/strategies that appear to work 1. Human Capital  Proactive recruitment of women into jobs, including with managerial and leadership responsibility, previously dominated by men, and wide publicity of those ‘success stories’ (financial institutions, mining companies, ports, and fire department recruiting women into technical jobs)
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Nurturing young women as potential leaders in business and public service (scholarships, support groups, etc.)  Scholarship programs in management and finance that target a minimum percentage of female participants; adult and continuing education programs that provide adequate terms to allow for child care, and partner participation  Integrating women-targeted infrastructure (markets) with additional interventions like training to take over market management  Literacy and numeracy and other general support and training in basic skills that help women exercise their voice  Specific education and training in skills needed for economic and productive activities 2. Access to economic resources/assets & know-how  Targeted interventions that support women already active in economic areas of endeavor (Mama Lus Fruit in oil palm areas, women inmates learning sewing in PNG)  Mentoring programs  Gender-sensitive infrastructure development (sanitation blocks, location and lighting of markets, etc.) 3. Access to finance, information and markets 



Credit guarantee program for women in MSMEs (PNG National Development Bank program)







Financial institutions’ support mechanisms in favor of women clients (dedicated manager Women in Banking at Nationwide Microbank; a women only bank, Women Microbank)  financial education targeted to women market vendors (Port Moresby Chamber of Commerce)Provision of business development services (Small Business Development Corporation)  Introduction of ATMs on market premises (Port Moresby) 4. Women’s rights enshrined in the legislation and Government position vis-à-vis women  Advocacy for reform of legal or regulatory barriers that discriminate against women’s involvement in economic life of the country  Creating legal and administrative structures that open doors for women in business (affirmative action, quotas, targeted programs) 5. Change in cultural attitudes vis-à-vis women  Networks of support and peer solidarity for women in business, women in government, women in politics, etc. (Women in Business Expo, Women Chamber of Commerce & Industry, etc.)  Coordination with churches and non-state groups to promote women in business  Highlighting and publicizing success in any of the above-listed efforts in the newspapers and on the radio (highlighted by the participants)



3.1.4 Access and Usage of Financial Services Compared to the other PICs of the study and to the Pacific region, PNG has a diverse and modern financial sector, but equity capital markets remain underdeveloped. As of July 2013 there were 4 commercial banks with 111 branches, more than 390 ATMs153 and over 13,000 EFTPOS154, 4 microbanks with 27 branches, 771 commercial bank, microbank and Post PNG



153 154



Automated teller machines. Electronic funds transfer at point of sale.
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agents, 21 savings and loan associations (few actively operating) 6-8 NGOs-MFIs155, 4 superannuation funds, 2 Investment Managers, 3 Fund Administrators, 4 life insurance and 18 general insurers156. The only financial institution dedicated to women was launched in 2014: PNG Microfinance Women Ltd. The population of PNG is largely unbanked; approximately 85 percent157 of the adult population is excluded from financial services. Discussions with men and women interviewed in the course of the field study confirm this information. They suggest that moneylenders (especially in urban areas) and wontoks are the finance providers who meet the needs of most PNG people. Findings from primary research suggest that banks serve mostly medium sized, large enterprises and international corporations, and less so small and micro enterprises. However, banks are increasingly looking at SMEs as a profitable business segment. An example in point is BSP who opened a MSME department in 2013 to cater to this market. Our survey shows that none of the female SMEs respondents had financed her business with bank finance. Instead the vast majority, 16 over 29 women in business (89 percent) indicated having financed their company start-up with their own capital and 1 of them (4 percent) with partner’s capital. Another 1 (4 percent) indicated having done so with guarantee financing. The respondents that indicated having used guarantee financing to start their business took most probably a ‘Women in Business start-up package’ – one of two NDB financial products dedicated to women in MSMEs. Slightly more than half of the respondents indicated being able to access financial services as needed: 16 women (56 percent) but only 14 (48 percent) have a line of credit from commercial banks. Those that have not been able to access finance indicate the following reasons: high interest rates (41 percent); lack of security (19 percent); inadequate loan amounts (7 percent). Over half of the business women interviewed (56 percent) mention that it takes over three weeks to obtain a loan, 19 percent respond that it takes two weeks and only 4 percent say they can obtain the loan in one week. The National Development Bank (NDB) is the only bank in PNG that provides access to finance to women in SMEs through specially designed financial products: loans and guarantees called ‘Women in Business’ loan packages. There are two types of loan packages: ‘start-up loan’ and ‘grower loan’ and they target only women-owned and managed businesses. Table 3.6: Tailored Financial Products for Women’s SMEs at PNG’s National Development Bank Type loan package



Loan amount



IR p.a.



Collateral as % of loan amount



Start-up loan



K 5,000 – K



6%



20%



Guarantee secured under the scheme Up to K 50,000



Term Years



Age of client



2-15



18-55



155



Microfinance institutions. National Financial Inclusion and Financial Literacy Strategy 2014-2015, p 8. 157 Various sources: National Financial Inclusion and Financial Literacy Strategy 2014-2015, the SME Policy, ADB, (as of 2011 estimates that nearly 85% of the country’s population did not have access to financial services, http://www.oxfordbusinessgroup.com/news/png-extends-financial-services-rural-areas). 156
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100,000



Grower-loan



> K 100,000



6.5%



(equity=cash) + security or 30% w/o security 40% (equity); fully secured loans only 


2-20



18-55



The product is called ‘package’ to indicate that the loan comes in a package with a guarantee and BDS provision. Under the two types of loans NDB provides business support as indicated in Box 3.1.



Box 3.1: Tailored BDS for Women’s SMEs at PNG’s National Development Bank NDB provides BDS: business training/seminars, mentoring, networking clubs, awards and incentive programs NDB offers ‘Women in Business’ loan packages throughout its 17 branches scattered across PNG. Approximately 5% of the women borrowers employ 5 people. Men benefit from the same conditions as women do. The only difference is that men do not have access to the guarantee and have to provide 70 percent of the loan amount in security. The rationale of the bank is that men tend to have more security than women. A research undertaken on behalf of NDB in 2010 and 2012 confirmed the fact that women need a guarantee in order to access credit and informed the design of the ‘Women in Business’ loan products which is adapted to women borrowers’ needs. NDB’s product dedicated to women in SMEs is a good practice, exemplary for our study as it is the only financial measure targeting specifically women across the six PICs. NDB’s rationale for setting it up conveys an important message: women in MSMEs cannot access finance under the same conditions as men, because they are less resource rich then men are. As NDB did, financial institutions need to elaborate products adapted for women, such as loan guarantees or more flexible loan terms if they wish to tap into the ‘SME women market’. Government and donors willing to promote women entrepreneurship could contribute by earmarking funds dedicated to women and by helping banks design pioneering products adapted to women. Moreover, NDB is a government owned bank, other than the business interest in attracting a clientele otherwise unreachable banks may lack the ‘social’ motivation to cater at a cost for them to the women in SMEs market. For that they might need the financial support of governments and donors. The other point worth highlighting here is the fact that NDB designed a package where loans and guarantees are complemented by BDS. Ample research has demonstrated that when financial products are complemented by BDS clients’ businesses have higher chances to succeed.



BSP is the only commercial bank in PNG to have launched a SME special product for both women and men. After conducting a base-line survey – including on female enterprises (not released). BSP has launched in 2013 “Smart Business” a division dedicated to SMEs, suggesting the bank’s increased interest in this segment. BSP’s vision is to help SMEs grow.



62



Box 3.2: BSP’s “Smart Business Banking Solutions” SME Product The entry to using the financial products is: 1) to open a bank account with BSP and engage in electronic banking; 2) use value adding services such as: EFTPOS and BSP agents; 3) after 12 month account use access a ‘smart business’ loan. Loan requirements are: bank statements past 12 months; business license; completed forms. Loan amounts vary between K 5,000 – K 250,000; have flexible interest rates (depending on cash collateral available) and terms; fees are: 1.5 percent of loan amounts or minimum K500; IPA1 search fee of K60. As indicated by BSP, most SMEs in PNG do not have an IPA. Interest rates vary depending upon the value of security pledged as collateral by the borrower, from 14,5 percent p.a. to 31,5 percent. Monthly repayments cover both interest and principal. Interest rates on 4-year deposits are 4 percent p.a. In 2013, 590 loans have been disbursed; less than 25 percent of the portfolio is composed of women’s SMEs; the average loan amount is K 60,000. The product is available through BSP’s 34 branches in all 22 provinces of PNG.



BSP does not offer special treatment for women. Although BSP’s SME product is not ‘gendered’, it is worth noting that BSP is making efforts to encourage female applicants, at least this seems to be the implication of the many bank advertisements about the product featuring women. BSP identified the biggest constraint for SME borrowers both women and men as being the capability of providing audited statements (balance sheet, income statement, cash-flow report). The reasons are that client in-house business management is in general reduced and the number of auditors limited. The majority of SMEs in PNG are situated at the lower end of the formal sector. Women owners of SMEs interviewed as part of the survey seemed quite skeptical about the BSP product, as they found it expensive and impractical, since it requires borrowers to open an account with BSP and wait 12 months prior to become eligible for a loan. However it is the first attempt by a bank in PNG to address the SME market, and as such it has merit. Moreover, discussions with the BSP’s SME Manager indicated that the product has attracted a large number of clients, women and men. The launch of the SME product by BSP sets a trend as increasingly commercial banks – not only development ones - in the region enter the SME market. Reports from Solomon Islands indicate that BSP SI is planning to follow suit. Once banks start to compete for the SME market chances are that their terms and conditions will increasingly become more flexible and more adapted to the needs of SME borrowers. Perhaps some banks might start dedicated products to female MSME borrowers. As an example in point, a microfinance institution, Nationwide Microbank, is likely to increasingly provide financial services to women clients graduating from the informal to the formal sector and from microenterprise to SME. Its ‘Women’s Banking’ activity launched in 2012 proved to be a success in attracting women clients; it is a pioneering initiative likely to be replicated by other financial institutions keen to develop a female clientele. Of particular interest is its financial literacy activity in connection with its credit activity and the fact that it provides financial services in remote areas including to women. Box 3.3: Nationwide Microbank Nationwide provides three types of loans: MiCash, group loans, and individual loans. Approximately 90 percent of the clients are depositors and the remainder 10 percent are borrowers. Nationwide Microfinance offers loans based – partially - on yields to cash crop farmers (cocoa, coffee, vanilla, palm and coconut). Land surface owned/used and machinery and other assets in the possession of the borrower are also taken into account in the calculation of the loan terms. Nationwide provides financial literacy to clients. Sessions are one hour long and are given over three consecutive days. Approximately 60 percent of Nationwide’s clients are barely literate.
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In addition to providing BDS, which is its main mandate, SBDC provides grants for women in business through WIB Small Grant program, launched in 2010. It has available Kina 1 million to fund 10 women businesses and for the time being it has sponsored 7 women in the garment business for Kina 230,000 (in 2010). Table 3.7: PNG Financial products for MSMEs and for Women in MSMEs Financial institution SME Products offered Women specific NDB Men Business loan packages’ ‘Women in Business loan Loans of two types a) ‘start-up packages’ loan’ and b) ‘grower loan’ 2 types of loans and guarantees: a) ‘start-up loan’ NB: no guarantee and b) ‘grower loan’ Limited to women less than 55 years old SME desk No program dedicated to ANZ women SME desk No program dedicated to Westpac women SME loans: ‘Smart Business No program dedicated to BSP Banking Solutions’ accounts women Business model linking bank account to a debt card in mobile banking Options include internet/mobile banking + savings account attached to a smart business loan Microfinance mostly & potential No program dedicated to Nationwide Microbank MEs women “Women’s Banking”, but MiCash (mobile banking), group not specific products for loans and individual loans; savings women PNG Microfinance Women, Ltd. SBDC/DCI



NA



It services only women – information not available (started in July 2014)



NA



WIB Small Grant program Grants for women business



3.1.5 Business Development Services Interestingly enough, the 29 respondents did not access business support services or business development services (BDS)158 prior to starting their companies. 18 respondents (62 percent) do not access BDS regularly, and only 3 of them, (12 percent) reported that they do.



158



The questionnaire inquired about the following business development services: business plan, marketing, cash management, business strategy, human resources, value chain approaches; presence to fairs and exhibitions, export promotion.
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The Department for Commerce and Industry has a BDS division with a dedicated “Women in Business” desk that organizes BDS trainings and business counseling throughout the country. However, discussions with women entrepreneurs indicated a lack of sufficient facilities Box 3.4: The Small Business Development Corporation/DCI: BDS for Women SBDC has a mandate to support female SMEs through it Women in Business (WIB) Desk. It works closely with NDBs bank officers who provide BDS to clients. Recognizing that women in business face specific challenges in PNG, it also establishes linkages with women in business and it provides contact points for dissemination of information and other related services to women entrepreneurs.



providing business support and a demand that exceeds its supply. Some women, like Jennifer Bu, featured in a case study, have been successful in sharpening their business skills by reading books and attending seminars abroad rather than from local provision. Others are not very familiar with BDS initiatives and how tailored business support may help them better run their enterprises. This suggests the need for sensitization campaigns to BDS.



Box 3.5: BDS Packages available Start Your Own Business (SYOB) and Improve Your Own



Business (IYOB) Since 1996 with support from AusAid, ILO, UNDP, SBDC provided training using ILO developed traijning packages such as SYB and IYB. Some results as outlined in the SME Policy:  3,000 potential and existing entrepreneurs trained  25 master trainers  150 trainers  100 networks of partners established In addition 15 gender trainings were given to over 600 women (as of March 2013). Garment and Textile training as well as Trade fairs support.was also made available for women entrepreneurs.



Other organizations providing BDS are worth mentioning:  Institute of Banking and Business Management (IBBM) it’s an institution created initially by the banking sector to train new employees in banking. Subsequently it became a business development service training provider not only for banks but also for other organizations  The Entrepreneurial Development Training Centre (EDTC), provides financial literacy and personal viability training in rural PNG  Appropriate Technologies for Development Inc., offers training in managing personal finance  GHD, provides vocational, skills training and BDS to private sector entities and NGOs



65



Several organizations were launched recently, in 2013-14 with the aim to support professional and businesswomen in PNG, mostly in the capital district. Among them are: PNG Women’s Chamber of Commerce and Industry, Coalition for Women in Business, PNG Focus on APEC Women’s Economic Empowerment, presented in boxes below. Box 3.6: Port Moresby Chambers of Commerce: BDS for Women Port Moresby Chamber of Commerce (POM COCI) has several programs targeting women in business. One of these is its Women’s Advisory Center that offers training for women in business. In addition POM COCI facilitates mentoring services, especially to women, under the Pacific Mentoring Program financed by New Zealand, involving retired entrepreneurs and business executives and managers from New Zealand. Women entrepreneurs represent 20% of the 70 people involved in mentoring. Mentoring was singled out in many discussions with women entrepreneurs as being a particularly important business development service for the growth of their enterprises. Unfortunately the program is available only in Port Moresby, which leaves businesswomen in the province without access to it. POM CCI works closely with Ginigoada Bisnis Development Foundation, a skills and business training organization whose activities are described in the Annex.



Box 3.7. PNG Women’s Chamber of Commerce and Industry Established in 2013 with funding from DIFAT and aim to advance women in the private sector, the PNG Women Chamber of Commerce (WCCI) has four areas of focus: 1. Eliminate violence against women 2. Promote women’s leadership 3. Create gender equality by offering ‘gender smart procedures’ – templates and tools, and advisory services 4. Create opportunities for women in business, such as value chain approaches and setting up a database with statistics on women enterprises.



Box 3.8: PNG Focus on APEC Women’s Economic Empowerment PNG Focus on APEC Women’s Economic Empowerment, created in 2013 is a public-private



partnership working closely with PNG APEC Secretariat. Its aim is act as an information center, to coordinate women’s attendance to APEC conferences and to promote their business. It further encourages women in Papua New Guinea to have a voice on relevant government and commodities bodies, and helps to ensure fair representation of women in these fora. Several institutions are represented on the board: PNG APEC Secretariat, Department of Commerce and Industry SME Desk; Small Business Development Corporation (SBDC); Technology Sector for Higher Education; PNG Investment Promotion Authority; National Development Bank; Intellectual Property Organization; Community Development Women and Development Desk, PNG Women’s Chamber of Commerce & Industry, Women SME members of the Indigenous Business Council, PNG Business Council, Manufacturers Council, etc. N.B.: Its Chief Executive Officer, Linda Paru, is featured in one of the Case Studies



presented in the report. This rich civil society activism seems to be promising for the SME sector. An umbrella body to ensure they all are coordinating their actions would be a good addition. As advocacy and
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lobbying are important functions of the civil society and especially needed by women in PNG including in business, it remains to be seen how these groups will find a solution to work together. In addition, all the country is not seemingly ‘wired’ into these networks, which suggests that some women in SMEs may be left out of this ‘movement’ to promote and help them. Several other networks of professional women and women in business exist in PNG. Below is list of some of the more prominent ones: Box 3.9: Women in Business networks in PNG  Business Professional Women (BPW) – an international NGO counting with some 25,000 members worldwide, with a branch in PNG organizes events to promoting women entrepreneurship among others. In 2011 it organized jointly with POM CCI ‘Women’s Advisory Centre’ (known as Help Desk) provision of training to support women in business.  PNG Women in Business Association, established by Janet Sape has five branches across the country  Simba Women In Business (SWIB) network (a provincial network)  PNG Women in Agriculture  PNG Women Ltd  Melanesian Women PNG Ltd and Melanesian Women Foundation
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4 FIJI Government’s role in promoting women in SMEs Fiji does not have a SME Policy but it is working on one and planning to release it shortly. Nonetheless the Reserve Bank of Fiji (RBF) issued a definition of MSMEs in 2009 making Fiji one of the few Pacific Island countries to do so159. The Fijian government is now in the process of elaborating the Financial Sector Development Plan for the first time in the country’s history.160 The plan is allegedly aiming to align the banking and the financial systems so as to serve efficiently the SME sector, which is considered to be a priority. As part of this strategy, the RBF, which oversees the Financial Inclusion Agenda, has taken measures to increase banks’ lending operations to the SME sector by issuing in 2012 a directive requiring all commercial banks “to hold 4 percent of their deposits and similar liabilities in loans to the agriculture, including fisheries and forestry and 2percent their deposits and similar liabilities in loans to the renewable energy161. In addition, the Government has launched several SME dedicated facilities, such as: a) a SME Credit Guarantee Scheme in place since 2013162; and b) an export credit facility (interest rate ceiling is 4percent p.a.) for loans not exceeding FJD 500,000. The government has provided a total allocation of FJD 4 million to fund the SME Credit Guarantee Scheme, which will be administered by RBF. Under the scheme the government will guarantee to pay 50 percent of the principal amount outstanding on defaulted SME loans of up to FJD 50,000 per business. The scheme is accessible to commercial banks, licensed credit institutions, and the Fiji Development Bank (FDB). Loans with interest rates over 10 percent163 are not covered by the scheme or loans taken to finance property investments. To be eligible all financial institutions should submit to RBF monthly reports with the names and amounts borrowed. This last part suggests that RBF will be able to closely track all lending to MSMEs – including on a sex-disaggregated basis164. Under the current Financial Inclusion Agenda, there are three working groups: microfinance, financial literacy and statistics. RBF plans to introduce SMEs as an additional working group, highlighting the importance given to this segment. This is an interesting development suggesting that SMEs could be targeted as a segment that needs urgent support in addition 159



Under the definition, a microenterprise employs less than 5 employees and has assets or turnover not exceeding FJD 30,000. Similarly SMEs are defined as follows: a) a small enterprise that employs between 6 and 20 employees and has assets or turnover between FJD 30,000 and FJD 100,000; b) a medium enterprise that employs between 21 and 50 employees and has assets or turnover between FJD 100,000 and FJD 500,000; c) a enterprise that employs between 21 and 50 employees and has assets or turnover between FJD 100,000 and FJD 500,000. 160 This information is based on meetings held with RBF officials charged to elaborate the Financial Sector Development Plan and the SME Plan in August 2014. 161 RBF Press Release 2012, effective from February 2012. 162 RBF, SME credit guarantee scheme Guidelines, January 2013. 163 Seemingly RBF considers that in the current market, interest rates on loans to MSMEs should be capped at the present time at 10 percent. The current market interest rate reported by FDB is 10.2 percent. 164 No statistics regarding SMEs /women involved in SMEs could be obtained from the RBF or from the National Statistics Office.
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to the unbanked and informal economic players and be targeted by financial inclusion groups as such. This policy could well be extended to other financial inclusion groups that have been created across the region with the aim to include SMEs and women SMEs as priorities for financial inclusion. RBF was aware of the lack of statistics on SMEs including sex-disaggregated ones and it also considers business development services (BDS) as being a ‘missing link165’ suggesting that in the future actions will need to be taken to remedy this situation. The government supports MSMEs with business development services through the National Centre for Small and Medium Enterprises Development (NCSMED) - a statutory body under the Ministry of Industry and Trade (MIT) which works in partnership with various stakeholders such as provisional and town councils, NGOS, university/schools, WWF, donor agencies, and other government departments. It is worth highlighting that there is no program or plan to elaborate a specific initiative to support the women segment in MSMEs neither with access to finance nor with BDS. However, several BDS programs conducted under MIT aim to increase women’s participation in their overall activities and MIT’s output and performance targets include an increased participation of women in Cooperative Business Training and a larger participation of women in management, and number of trainings conducted for women. Gender equality is a crosscutting priority of the government’s Road map for Democracy and Sustainable Socio-Economic Development 2009-2014 and it is articulated in the 2010-2019 Women’s Action Plan and 2014 Gender Policy. The latter identifies 19 specific areas of policy work that will be the responsibility of central and sector ministries166. The Women & Poverty Alleviation (WPA) under the Women’s Department of the Ministry for Social Welfare, (MSWWPA), subcontracted NCSMED to design and implement its Income Generation Program (IGP) aiming at helping women clients graduate out of poverty. WPA does not target directly women’s SMEs as part of its female economic development and empowerment programs, however its IGP supports enterprises with potential of becoming SMEs in the future. The Women and Poverty Alleviation department has received a cabinet allocation of FJD 1.2 MM for 2014, representing a noticeable budget increase compared to the previous ones, which were FJD 150 to FJD 200,000 per year. This augurs well, suggesting an increased interest on the part of the government to support women, and in particular women entrepreneurs. The current director who came on board recently introduced research activities and monitoring and evaluation mechanisms, a positive step in view of the scarce statistics and gender information currently at hand.



The Socio-cultural Context and its Impact on Women Entrepreneurs Fiji has a diverse population, which is reflected in different gender relations across the various social, economic, and religious groups. The main ethnic groups are in descending order: Fijian, Indo-Fijian, other, and Rotuman. While for the majority a Melanesian country and classified as such, Fiji comprises also Polynesian groups. It could be interesting for future 165 166



Based on meetings held with RBF officials in August 2014. ADB Gender Assessment, 2014
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research in women’s entrepreneurship to study existing possible correlations between ethnicity and women’s propensity for creating SMEs – as women’s participation to the labor force are strongly differentiated by ethnic group with the highest participation by Fijian women and the lowest by Rotuman. UNDP’s 2013 Human Development Report ranks Fiji as 96th of 186 countries in the ‘Medium Human Development’ category. Women attain high education and gender parity levels compared with other PICs but the quality of education is lower in rural areas than in urban ones. At tertiary level, women have higher enrollment rates than men but anecdotal evidence suggests that more women drop out before completing their education than men167. At the secondary degree, in vocational and technical education women are channeled into gender stereotyped tracks. Gender-based violence against women and girls is very common, as indicated in a recent survey168. A large proportion of women (64 percent) reported having experienced physical or sexual violence in intimate relationships from their partners. Girls since the age of 15 reported experiencing physical or sexual violence (31 percent) by non-intimate partners. The survey suggests high social and economic costs of gender-based violence, especially domestic violence, which often has negative effects on women’s physical and mental health. It is not hard to imagine these having also a detrimental impact on women involved in business. Men have a high degree of control on women’s access to health services and participation in income generation activities. Gender inequalities are strong in economic opportunities and occupational sectors and women also earn less than men, which strongly contributes to diminishing their chances of enterprising on a level playing field with men. Women contribute to the economy and domestic life but their role is often to support men’s economy and they suffer financially for the domestic and care work they do. For instance, women carry out 52 percent of total work in the economy, but receive only 27 percent of the total income169. At household level they contribute about three times more than men, i.e. 76 hours per week vs. 24 hours for men. More women were in poverty than men; among wage earners 50 percent of women vs. 38 percent of men and among salary earners the ratios were 10 percent for women and 2 percent for men. Overall, the study found that not sufficient information is available on successful women entrepreneurs, although there are several women running strong businesses, including some that founded and own successful large enterprises. Westpac’s awards fill out this gap to some extent. A few years ago Westpac launched annual highly publicized events meant to promote women in business in Fiji, and in other PICs such as Tonga. They consist of several awards given to carefully selected successful women in business/management/leadership. In addition a recent government (DWA and MIT) initiative to set up the first exhibition on women entrepreneurs took place in Suva in the summer of 2014 and contributed to raising the profiles of women entrepreneurs in the media and vis-à-vis the public opinion and reportedly gave an important impetus to women entrepreneurs. This exhibition will from 167
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now on become an annual event, which is expected to further promote women’s entrepreneurship in the country



A Review of Women’s SMEs 4.1.1 Methodology The research was conducting using qualitative and quantitative methods, including focus group discussions, individual interviews, case studies, and a survey to collect information on women’s businesses, access to and usage of financial and non-financial services. A total of 32 questionnaires were completed, mostly at the end of focus group discussions with women entrepreneurs. The purpose of the questionnaire was to collect baseline demand driven data and to get a comprehensive view of the drivers and obstacles encountered by women in SMEs when starting up and growing their companies. A total of four focus group discussions (FGD) with women entrepreneurs were held in Fiji. Two FDGs took place in Suva and Nadi and included some of WEBC members. Two other FGDs were held on the FDB branches in Nadi and Lautoka and involved some of the bank’s SME clients. In total four Case studies were compiled based on in-depth interviews with women in MSMEs, out of which 2 were conducted on their business premises. Two focus group discussions were also held with different support organizations. The list of participants to the two FGD sessions is presented in Annex 5. This study attempts to analyse the characteristics and features of women’s SME in different industries and economic sectors in Fiji. The inteviews were conducted in Suva and in Nadi and Lautoka region rather than across the national territory. As such, our findings provide some anecdotal evidence of women entrepreneurs’ needs and preferences regarding financial services, but cannot be considered conclusive to draw definitive patterns about the population’s financial behaviour. The primary and secondary research was complemented with information collected through consultations with various SME stakeholders including financial institutions, representatives and business development service providers, that offered additional and useful insights on businesses’ access to and usage of financial services. Primary data was collected during a one-week mission to Suva, Fiji from August 14th to 20th and respectively two weeks to Nadi from August 21 st to September 4th 2014. The fieldwork included meetings and interviews with over 70 stakeholders from a variety of sectors, including women involved in SMEs, government, and NGO representatives, donors, business associations, financial institutions and business support providers. Annex 5 provides details of the sectors and people interviewed.
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4.1.2 Number of SMEs A 2007 study suggests that women make up 20 percent of registered micro and small businesses in Fiji170. However the study does not clarify the size of these enterprises or the number of workers employed. Another 2007 study171 – from which this data seem to have been taken - suggests that out of 3,263 employers, 617 (19 percent) are female, without giving additional information about their companies. In addition, it indicates that 23,105 (about 25 percent) of a total of 91,818 are self-employed, suggesting a higher proportion of women involved in economic activities that could in time lead to MSMEs. Given that these numbers are based on a survey undertaken in 2004-05, it is most probable that the number of women’s SMEs is now higher. Some additional information on the level of activity of women involved in SMEs was obtained through discussions with financial institutions, and in particular Fiji Development Bank (FDB) who provided some unofficial statistics about their lending activities to women. MIT, RBF and the National Statistics Office could not provide any additional information concerning the number of SMEs/women in SMEs. This is despite the fact that financial institutions have statistics about MSME loans captured in their databases and consequently could retrieve statistics for analysis, including sex-disaggregated ones. Discussions with financial institutions’ representatives highlighted some of the general changes they observed in the behavior of women, such as that they are increasingly moving out of their traditional roles in the household and starting microenterprises or becoming market vendors. Suva, the capital, and Nadi, the second largest urban center172 in Fiji, after Suva, are two urban areas with the most vibrant women’s SMEs in Fiji. While it was reported by the WEBC coordinator173 during a focus group discussion that in Suva many women involved in SMEs tend to be older, fully employed, part-time entrepreneurs, in Nadi they appear to be younger, full time, dynamic entrepreneurs. In the course of the present research this impression was confirmed. The booming women’s SME sector in Nadi could perhaps be related to the fact that the tourism sector is concentrated in this area, along with a sizeable airline regional hub which contribute to boost business. As a matter of fact many of the women’s SMEs interviewed in Nadi operated businesses in the tourist sector. In Fiji – as in the other PICs of the study – women entrepreneurs are in majority urban dwellers (70 percent). In addition reportedly most women entrepreneurs are active in informal sectors, and non-registered business activities hence it is more difficult to have information on them and also to reach out to and support them. Fiji ranks 62nd out of 189 countries in terms of ease of conducting business; 126 th with reference to starting a business and 55th in getting credit174 suggesting that the country’s highest challenge is to start a business and not to get access to credit or run the business.
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4.1.3 Summary of Findings – Baseline study Most of the women interviewed were over 36 with almost half (47 percent) of them between 36-50 years old, a third (34 percent) over 50 and the smallest group, 19 percent, between 21-35 year old. The wide majority of respondents are married (69 percent), 3 percent are widows, and 16 percent of them are single. Over half of the women interviewed (65 percent) had a university degree, 26 percent had completed secondary school and 6 percent had primary level education. As is the case in some of the other countries reviewed, the sample interviewed had higher education levels than the national average. About 72 percent of the respondents had prior working experience with the largest group (44 percent) working for over 10 years before becoming an entrepreneur and close to 30 percent about 6-10 years. Only 16 percent had worked for 5 years or less. Having high levels of education and prior experience in wage employment emerge as major assets for women’s entrepreneurship, and play a determinant role in the longevity and business success of women enterprises, as it has been showed in numerous international studies. Moreover, in-depth interviews with some of them revealed that many of them used to have substantial responsibilities (mid-level or managerial positions) in their previous jobs. This is likely to help them in their business endeavors. Almost three quarters of the respondents (74 percent) indicated that they are owners of their enterprise and slightly over a quarter are co-owners - mostly with their husbands. The vast majority incorporated their businesses (94 percent) and three quarters of them indicated that registration was easy (75 percent)175. The majority of the respondents (45 percent) registered their business as a company, 39 percent registered as sole trader, and 13 percent as a partnership. Less than half (41 percent) has been in business for 6-15 years, 22 percent for a period comprised between 3-5 years and 16 percent for less than 3 years. Over half of the women interviewed work in the services sector (69 percent of the respondents) while 16 percent are active in retail. Smaller proportions of the interviewees (16 percent) stated that their businesses operate in the manufacturing sector. The majority of women in our sample (45 percent) employed 5 people or less; 35 percent have between 6 and 20 employees, and 16 percent employ between 21 and 50 employees, while the remaining 3 percent have no employees. It is worth mentioning that the women in our sample represented the main ethnic groups found in Fiji: Fijian, Fijian-Indian, and Rotuman.



Access to Finance The development of the financial sector (and not only) in Fiji was hampered by the political situation, as was PSDI’s activity in Fiji, preventing it from contributing to private sector related reforms that could have eased the operations of MSMEs. PSDI’s largest support to 175



During FGD women in SMEs mentioned that registration process was difficult for women residing in rural areas; as most respondents to the survey are urban based, it is not surprising that they indicated that registration was easy.
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the private sector in Fiji was in the area of access to finance (59 percent of funds spent)176,177. Four commercial banks are active in Fiji, all foreign: ANZ, Westpac, Bank South Pacific, and Bank Baroda; 3 credit companies for consumer and home lending, Fiji Development Bank (FGB) with rural and some microfinance loans. In addition there are 3 microfinance institutions (MFI), 4 village banks and a cooperative program supported by NCSMED. Vodafone mobile money service, M-PAISA and Digicel launched a mobile money service jointly with Post Fiji and Westpac (in 2010). ANZ has a Rural Banking program intended to help it reach out to rural populations. Westpac is working with the Pacific Financial Inclusion Program (PFIP) and BSP has received grants from PMI178 to reach out to the rural underbanked population, especially women with mobile banking. Their joint efforts have led to an increase in the numbers of people who access bank services, including women and in time it is likely that these developments will have a positive impact on women in SME development. These developments do not seem to have a large impact on the SME owners who participated in the survey, as 63 percent indicated not using mobile banking. This is so most probably because the responding SMEs were urban-based. Banks indicated that they couldn’t meet the government-mandated target of 4 percent of lending to SMEs because clients do not meet collateral criteria. None of the financial institutions have dedicated lending programs for SMEs or for women’s SMEs. Access to finance is costly in Fiji. Value of collateral needed for a loan is about 220 percent of the loan amount, a much higher value than the regional and global value of about 150 percent as estimated by the WBG. Some 38 percent of Fijian firms utilize bank financial services, and some 95 percent have checking and savings accounts, both indicators in line with regional and global levels179. The Fiji Development Bank (FDB) has a department dedicated to SMEs and it is active in several locations across the country, making it a very popular bank. FDB’s lending volume to this client segment increased reportedly over the years but no data was available to show the levels of the increase. Nor was it possible to obtain a breakdown of number of loans and amounts taken by different sized companies owned by men and women. Box 1 provides some statistics on the volume of lending to SME, which represent almost a fifth of the bank’s total portfolio with women accounting for about a fifth of total SMEs loan. Data from the field research show that almost three quarters of the responding SMEs (74 percent) are using financial services as needed. Like everywhere across the six PICs of the study, most SMEs surveyed – in the case of Fiji 50 percent - financed their start-up with their 176



ADB PSDI Progress Report 2013, total funds spent in Fiji US$ 353,799, p58 PSDI was involved along with PFIP in a study on microinsurance demand in Fiji resulting in the first community-based microinsurance program in 2012 and published a Private Sector Assessment of Fiji in the same year. 178 IFC Pacific Microfinance Initiative. 179 IFC Enterprise Country Survey, Fiji 2009 177
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own capital, and only 19 percent with bank debt; the remainder used different forms of external finance such as partner’s capital, (13 percent), informal debt (6 percent), grants (3 percent). Almost half (47 percent) of the SMEs surveyed reported using a commercial bank line of credit, while 50 percent indicated not doing so. Asked about the reasons preventing them from accessing finance 26 percent indicated that interest rates are too high, 13 percent invoked the lack of security and 10 percent mentioned loan amounts being inadequate. The remainder did not specify their reason. Interviews with women SME owners in Fiji pointed out that there is a real difficulty in accessing finance especially during the first years of business operation. Once their business takes off and they have a good credit history this is likely to change, as it was the case with Neelam, who was able to access small loans to grow her company. But she earned a salary, and chose to be a part-time entrepreneur at the beginning stages of her cleaning company, which was a luxury other businesswomen do not have. For instance Seema has to revert to moneylenders to obtain costly funds as working capital as she cannot access bank credit at the current time, given that all her assets are tied up in a bank loan. Half of the businesswomen interviewed (50 percent) say that not having the cash and security required by banks makes it more difficult for women to obtain a loan than it is for men; 38 percent however do not see a difference. Box 4.1: Fiji Development Bank (FDB) FDB’s SME department provides two government-backed financial products to clients: guarantee loans and an export facility. SMEs represent 19,3 percent of the bank’s total loan portfolio of approximately FJD 350 million in 2013 and apparently women make up hardly 5 percent or so. SME loan sizes range from FJD 1,000 to FJD 500,000 with microloans of FJD 500 to FJD 5,000 (a previously separate microfinance department was absorbed into the SME unit in 2011). The Government provides subsidized interest rate of 6 -7.5 percent for well-secured loans. The current market interest rate is 10,2percent p.a. FDB does not provide training and advisory services to clients (although it used to do so in the past); it gives clients referrals to business development services (BDS) providers180. FDB Lautaka indicates that SME loans represented in 2013 almost a third of the total loan portfolio (29 percent) of the branch and 4 percent of this portion represented loans extended to women. Loans sizes to women range from FJD 2,700 to FJD 47,200, smaller than for men. This suggests that the majority of Lautaka branch women clients were microentrepreneurs and small enterprises holders. FDB has no policy to support women in SMEs. Box 4.2: Westpac Bank Westpac has carved a place within Australia as a bank committed to women and in the Pacific region it has conducted actions to promote women in leadership and in business. In Fiji it supports women in various ways and has cultivated an image of being ‘women-friendly’. As mentioned earlier, WEBC is chaired by a Westpac woman manager; the bank gives yearly awards for successful women in business or enterprise, women leaders, women who employ the largest number of women workers, 180



These providers include: The Cooperative Department, the Cooperative College and NCSMEC (all under the umbrella of MIT), MSWWPA, Ministry of Commerce, SPBD (provides open sessions to non-clients against fees)
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etc. in an effort to promote women as leaders and entrepreneurs. The bank also organizes periodically a popular market in Suva attracting mainly women in informal business. In addition it provides financial literacy training and basic business workshops to clients. Westpac works with the Pacific Financial Inclusion Programme (PFIP) to expand to rural areas through branchless banking. The bank has operations in rural areas and increasingly women start opening bank accounts and using other financial services in addition to loans. Westpac has an active role in the Financial Inclusion Task Force – as in Solomon Islands – and is a member of PMI IFC181. It conducts financial literacy trainings across Fiji (and the Pacific region).



South Pacific Business Development (SPBD) is an important player in microfinance in the Pacific region and in Fiji, counting with several thousand borrowers, mostly women. In addition to credit it also provides to clients business literacy and some BDS. Overall, while some of the challenges identified in the survey are common to both sexes, women still face more difficulties than men when starting up and growing a business, as it was indicated in the course of the FGDs held with women SME owners. They are summarized below: Table 4.1: Key constraints identified by women entrepreneurs Financial constraints Access to BDS  Lack of access to finance as they tend to lack assets to pledge as collateral more than men  Lack of information on processes related to business registration, particularly for those based outside the main cities  High costs of starting a business  A preference for accessing family finance for fear of not being able to repay loans on time  Suggestion to have a bank for women with services adapted to businesswomen’s needs, where “officers see how you conduct your business, not only on paper”; a clear preference for women bank officers, as experienced showed that at ANZ/Westpac women bank officers are more sympathetic than men, they understand women’s needs better than their male colleagues  IR are too high: 13 – 19%



 There are not enough trainings available  Lack of tailored BDS training/advisory services, such as diagnosing  Combine practical training with classroom one – ‘have BDS advisor visit the business to tackle concrete issues’  Lack of training in banking and financial discipline  Lack of networking skills and actions to sensitize businesswomen about the importance of networking – seen as a forum to share information receive and give support, and conduct business among women  Lack of adapted information concerning various requirements – environmental, compliance with standards - (they are prepared to pay for it, now they get ‘blanket information’



4.1.4 Business Development Services In addition women voiced discontent over the legislation, which imposes rules and regulations constraining their businesses, such as conducting their business from an office rather than from home (considered to be illegal); streamline registrations process. One of the challenges for conducting business raised by the women in SMEs was their difficulty to find skilled and reliable employees. There is seemingly a lack of work ethic with many employees and absenteeism is a major concern for conducting business. Some women owners recounted that they developed parallel pools of employable people whom they 181
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would contact when their employees are not coming to work, which seemingly happens quite often. Vera, the owner of several second clothes stores around the country is an example in point. Neelam, featured in as Case Study, who runs a cleaning services company for businesses, mentioned that women workers’ absenteeism is a common problem, often caused by domestic abuse. She has resorted to hiring only women and to the extent possible, female heads of households, as it turned out that they were very motivated to earn their salary and furthermore they did not suffer from domestic violence more common to women living in couple. In addition she resolved to have only women in her stuff as her former male workers sexually harassed their colleagues. Another problem related to employees is their high turnover. To ‘loyalize’ them Krystel, who runs the ROC Café in Suva, featured in a Case Study, is offering her staff the possibility to participate at skills trainings with specialists from abroad. The Ministry of Industry and Trade has the mandate to be the leading provider of SME nonfinancial support services in Fiji through its National Centre for Small and Medium Enterprises Development (NCSMED). As it was mentioned during the FGDs in Suva, Nadi and Lautaka, women in SMEs feel the business development offer is not sufficient not adequate. While many of them, 69 percent declare taking BDS they feel they need improved services. Only 16 percent of them have taken BDS prior to starting their company. Among reasons for not taking BDS some respondents indicate not knowing BDS (16 percent) 16 percent mention that BDS are not available, 13 percent believe they are inadequate, for 9 percent they are time consuming, 3 percent of the SMEs indicate that they are too expensive, and other 3 percent estimate that they don’t need them. Only 32 percent of the respondents declare accessing BDS regularly. This suggest both a deficit of understanding of the merits of BDS on their businesses and as many complained an offer of BDS that is less than conducive to successful SMEs. BOX 4.3: The National Centre for Small and Medium Enterprises Development (NCSMED) NCSMED provides training in: Entrepreneurship; Business incubator; Northern development programme in Vanua Levu; Business mentoring for existing and potential entrepreneurs. It works closely with local NGOs and other partners such as Fiji Association of Women Graduates, religious bodies and organizations, which have an interest in developing income generation programs for women. Northern Development program (NDP) is designed to encourage entrepreneurship with a provision on grant equity assistance. NCSMED is trying to encourage more women to apply and qualify for such programs. In addition the Centre provides technical training and inputs especially to rural women through various agricultural and horticultural projects dedicated to women, such as: floriculture, bee farming



Another BDS provider also operating under the umbrella of MIT is the Cooperative College of Fiji. The Cooperative College is planning to start a school that will partner with other BDS training entities such as the National Training and Productivity Centre of Fiji National University and University of the South Pacific (USP).
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Box 4.4: The Cooperative College of Fiji The Cooperative College of Fiji provides training in the following areas: Start Your Own business; leadership training for board members and general members; bookkeeping and basic accounting; skills training such as bee keeping, jewelry making and flower arrangement. It also provides business training for women’s branches of large cooperatives whose members wish to start a business. Sometimes the Cooperative training college representatives are also invited to meetings organized by various NGOs to share information with women at the village level.



Other BDS providers worth mentioning are the Suva Chamber of Commerce and Industry, the National Training & Productivity Centre (Fiji National University, Nasese Campus). Interesting from the view point of SMEs is that several women participants at baking and cookery trainings have apparently opened cafés/coffee shops or small-scale canteens. Another area which has gained popularity amongst the young women is Fashion Design through Fiji Fashion Week which allows young women designers to show case some of their designs. Some of these women are likely to become successful entrepreneurs. A case in point is Moira John featured in a case study, who has a microenterprise selling her designed items via Internet. Box 4.5: The National Training & Productivity Centre (NTPC) The National Training & Productivity Centre has three divisions: a) business and IT; b) executive management and hospitality services, and c) technical training. The centre provides the following training: finance; accounting, total quality management, Human Resources, sales/marketing, cookery and hospitality. In terms of reaching out to women in Fiji, it was noted that the hospitality services training are most popular amongst the women. Training includes garment, fashion, and catwalk designs. A women’s entrepreneurship program workshop is planned for November 2014. A Management Development program for women has been in place since 2009.



Amid the other players is PIPSO, an interesting organization given its regional mandate to promote women’s entrepreneurship – yet it is not a major player: Box 4.6: Pacific Islands Private Sector Organization (PIPSO) Financed by DIFAT, PIPSO has a strong regional focus and it counts with 14 members, including the Chambers of Commerce and Industry from the six PICs of the study. WEBC is also a member of PIPSO. It has a Women in Business group, oriented towards the informal sector in microenterprises, which provides training in marketing, quality assurance, and financial management to members in addition to small grants for study visits – mostly regionally. PIPSO has organized some conferences on women in business across the region, which were appreciated for giving PIC women the possibility to meet with one another and exchange information.



Several women in networks exist in Fiji as indicated below. Some like WEBC in Suva and Nadi are new, indicating a clear need on the part of businesswomen to have support organizations dedicated to them. Another newly launched network, Women of West Business Network in Nadi has about 20 members who benefit from exchanging information and mutual support. It is interesting to notice that in Fiji some of the women’s business networks tend to become ‘national’ and have branches in the largest urban centers.
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Box 4.7: Women’s Entrepreneurs and Business Council (WEBC) WEBC (2012) was recently created in Suva and it is hosted and coordinated by the Fiji Commerce and Employers Federation (FCEF), and headed by a women banker from Westpac. WEBC is an umbrella body to women entrepreneurs supported by ILO and funded by the government of Norway. WEBC counts with 40 women members from SMEs and the informal sector and is growing rapidly, expecting to reach 100 by the end 2014. WEBC is a member of PIPSO and WIB and it has a branch in Nadi, the second most economically active urban locality after Suva. WEBC offers mentoring services funded by New Zealand, and some training to members and non-members. In addition it tries to revive the Women’s chapter of the Young Entrepreneurs Association with support from ILO. The latter has commissioned a study on women entrepreneurship in Suva, which has not been released. Box 4.8: Women in Business Network (WIB) WIB has been in place since the late 1990s and its main mandate has been to host and implement women in business awards in partnership with Westpac for over ten years. The awards started with ‘Business woman of the year’ but widened to include ’Executive woman of the year’ ‘Woman manger of the year’, ‘Aspiring woman entrepreneur of the year, and starting in 2014 ‘Employer of most women’. A rigorous screening and selection process it leading to the nominations for the award.



Several markets exist in addition to the city market in Suva. They are either monthly or weekly events and are sponsored by various entities, such as a popular café, the ROC Café – operated by Krystel, a woman entrepreneur featured in a case study or by banks, FDB or Westpac. These are important outlets to boost sales for some MSMEs and mostly for women in the informal sector. It points to an effervescence of business, which goes with the larger size of the country, when compared with the other PICs, with the exception of PNG and to a lesser extent Solomon Islands.
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5 Solomon Islands Government’s role in promoting women in SMEs The government has taken a few first steps to encourage financial inclusion. The first SME Policy was released in 2014 by the Ministry of Commerce; a financial inclusion task force was set into place under the banner of the Central Bank in 2011; and requirements for opening bank accounts were streamlined in order to make it easier and faster for people to open bank accounts. The task force brings together actors from the government, financial institutions and multilateral organizations, such as ADB, in an effort to provide increased access to banking services to the unbanked in remote areas of the country. While the SME Policy document is gender blind and does not contain any specific approach or recommendation to support women in business, the creation of the taskforce is likely to have a positive effect on women – as most of the unbanked tend to be women – and to encourage entrepreneurs to graduate to the formal sector into larger business. The rapid development of mobile banking services in the Solomon Islands makes such efforts easier to implement. Programs, such as the IFC-supported Pacific Microfinance Initiative, contribute to this development and especially to ensuring women get access to opening bank accounts by providing performance based grants to commercial banks in the region182 and setting gender targets of 40-50 percent women for their partner banks’ new clients. The Ministry of Women, Youth, Children and Family Affairs (MWYCFA) has also undertaken a National Development Strategy for improving women’s status in Solomon Islands (SI) as part of its 2012 Annual Plan. As part of this Strategy, it has highlighted 30 priority actions to improve women’s condition, including their economic status (Outcome 2). However, lack of resources and commitment from key stakeholders including concerned government bodies has hindered so far the implementation of the Strategy. A recent review of the economic empowerment part of the Strategy has suggested a number of needed improvements183.



The Socio-cultural Context and its Impact on Women Entrepreneurs An ADB PSDI gender study undertaken in 2013184 points out to the adverse effect of customary law and practices on women. The document, as well as several other studies185, underline that “violence against women is a serious concern in SI” and that domestic violence is pervasive. A 2009 SI Family Health and Safety Study revealed that 64 percent of the women aged 15-49 had experienced physical or sexual violence, or both, from an intimate partner. In addition, 37 percent of the respondents mentioned that they had experienced violence before the age of 15, indicating that sexual abuse of children is commonplace186. This is likely to have repercussions throughout the lives of women and negatively impact also their capacity to conduct business successfully. An anonymous test 182



Fiji and PNG are part of PMI Review of Women’s Economic Empowerment Status in the Solomon Islands, Cossar, Jan, February 2013 184 ADB/PSDI - Solomon Islands – Gender diagnostic, Nagarajan, Vijaya, 2013 185 Violence Against Women in Melanesia and East Timor, AUSAid, 2007 183
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administered under the current research as part of a focus group discussion revealed that out of 14 women business members of SIWIBA, only five do not experience domestic violence. Although not statistically relevant this test is symptomatic for the women’s wellbeing in SI. All the participating women indicated that domestic violence is omnipresent, “you hear it in the neighborhood and sometimes even on the market place women vendors are abused”. UNDP’s 2014 Human Development Report ranks SI as 157th out of 186 countries and places the country in the ‘Low Human Development’ category, one of the worst performers in the Pacific region. Interviews and discussions held during the fieldwork provided further evidence on the suffering of women from domestic violence from husbands and other male family members (brothers, sons). Unsurprisingly this has a negative impact on women’s business activities, both from a psychological and financial perspective. The prevalent cultural stereotype is that of men as breadwinners, earning a wage while women stay at home to look after the family. As one informant summarized it, “men in front, women in the back” – women often manage the family finances, making ends meet and quite often as the income at their disposal might be too small, they complement it with income they earn through economic activities, mostly in the informal sector, such as selling cooked products, setting up transportation businesses, tailoring, etc. Despite the prevalence of traditional gender roles and stereotypes, men are very supportive in general of their wives’ income generation activities, which helps women become more confident. This seems a practical response to Solomon Islands’ rising living costs, where one income is often not sufficient anymore to support a family’s needs. At the same time, men are still considered the heads of the household and as such, they see it as their role to manage and control all income generated within the household. Domestic violence sometimes develops when women refuse to give money to their husbands. This acts sometime as a disincentive for women to develop their business, they instead save money.



A Review of Women’s SMEs 5.1.1 Methodology The research was conducted using qualitative and quantitative methods, including focus group discussions, individual interviews, case studies, and a survey tool to collect information on women’s businesses, access to and usage of financial and non-financial services. A total of 18 questionnaires were completed, mostly at the end of the focus group discussions with women entrepreneurs. The purpose of the questionnaire was to collect baseline data and to get a comprehensive view of the drivers and obstacles encountered by women in SMEs when starting up and growing their companies. Two focus group discussions (FGD) were held in Honiara, one with women entrepreneurs and one with representatives from various institutions supporting the SME sector including women. The former was organized by the Solomon Islands Women in Business Association (SIWIBA) and it involved women members. Four Case studies were compiled based on indepth interviews with women in SMEs, out of which 2 were conducted on their business 81



premises. The FGD held with support organizations was organized at the ADB office with the help of the PSDI representative in Solomon Islands. The list of participants to the two FGD sessions is presented in Annex 5. This study attempts to analyse the characteristics and features of women’s SME in different industries and economic sectors in Solomon Islands. However, time constraints enabled the consultant to interview only a small sample in the capital city rather than across the national territory. As such, our findings provide some anecdotal evidence of women entrepreneurs’ needs and preferences regarding financial services, but cannot be considered conclusive to draw definitive patterns about the population’s financial behaviour. The primary and secondary research was complemented with information collected through consultations with various SME stakeholders including financial institutions representatives and business development service providers, that offered additional and useful insights on businesses’ access to and usage of financial services. Primary data was collected during a one-week mission to Honiara, Solomon Islands from June 29th to July 5th 2014. The fieldwork included meetings and interviews with over 60 stakeholders from a variety of sectors, including women involved in SMEs, government, and NGO representatives, donors, business associations, financial institutions and business support providers. Annex 5 provides details of the sectors and people interviewed. 5.1.2 Number of SMEs There are currently 2,238 companies on the national company registry187. In the first six months of 2014 there have been 158 registrations while in 2013, 331 companies have been registered. Since the SI government has promulgated the SI Companies Act 2009 and ADB PSDI has undertaken business law reform in SI, including setting up an electronic company registry, registration processes have improved. The data on new incorporations shows that the rate of company registration has more than doubled since the business law reform conducted by ADB/PSDI commenced in 2010188. During 2004-2009 new company registrations averaged 124 per year. In the 3.5 years following the reform 1,008 new companies have been registered. The annual number of registrations doubled to reach an average yearly rate of 288 new registrations. “The average time taken to form a company has reduced from three months to less than 36 hours”189; most women interviewed in this research pointed out that in recent times it became easy to register their companies. Unfortunately sex disaggregated data is not published although the database collects some valuable information, such as number of women directors, number of women who have ownership stake, or women registering the company in their names. Women’s economic contribution to Solomon Islands is strong and growing. Women play an important role in the national economy Honiara Central Market, where women are 187



Information sheet provided by Company Haus and accessed in July 2013. The Company Haus, part of the Ministry of Commerce, Industries, Labour and Immigration is the responsible agency for the administration of companies and business names in SI and it hosts the companies’ electronic registry. 188 ADB Pacific Private Sector Development Initiative, Progress Report 2013 189 ADB PSDI Progress Report 2013, p43
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responsible for up to 90 percent of its activity, generates up to US$16 million/year190. However, data from the SI company registry shows that only 22 percent of directors are female191. Like in the majority of the Pacific Island countries, men own and control the majority of formal businesses whereas women are mainly active in the informal sector and are home-based, in line with cultural norms, and involved in subsistence agriculture, marketing of agricultural products, and petty trading192. Seventy-one percent of women as opposed to 51 percent of men are engaged in subsistence agriculture and are mostly active in the informal sector in rural and urban settings, operating as petty traders or even microenterprises. The larger proportion of women as compared to men are generating income through selling ‘something’ in informal markets - 80.4 percent as compared to 75 percent, whereas men outnumber women as 9.5 percent of them do so as compared to only 7.9 percent of the women193. Cultural norms play a role in discouraging women to formalize their business activities, as prevalent stereotypes do not portrait them as successful entrepreneurs. Furthermore in entrepreneurship as in wage employment women have to balance work with family and community obligations, a triple burden. This translates into a much heavier workload – women work three times as many hours as men in the Solomon Islands194 - and consequently have less chances than men to develop successful businesses. Furthermore women tend to lack technical skills, which limits their ability to start and expand businesses and most of them have not received training in financial matters such as savings, financial management, and investment. Some statistics are conclusive: women make up slightly over a fifth of the attendees (21 percent) at vocational and technical training institutions in SI; 2.5 percent in key sectors (fisheries, industrial development, agriculture and resource management); 31 percent of students in junior secondary school and 17 percent in senior secondary school. At tertiary level only 30 percent of scholarships are granted to female students195. This illustrates clearly that women and men are not operating on an equal playing field and hence women have fewer chances of establishing businesses in technical areas that are most likely to generate larger revenues and instead tend to converge to stereotypically women’s sectors such as petty traders, small retail, market vendors, services providers. Annex 2 provides comparative information across the six PICs on major economic and social indicators including literacy rates and employment data. Worthwhile mentioning, SI is the only PIC in the group of 6 which recently emerged from civil conflict, which puts an added burden on the development of the private sector, including on women entrepreneurs. At the same time, this situation also presented business opportunities for people like Dalcy, from, featured in a case study.
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IFC Economic Opportunities for Women in the Pacific, 2010 ADB 2014 192 IFC Economic Opportunities for Women in the Pacific, 2010 193 People’s Survey, 2011 194 Review of Women’s Economic Status in Solomon Islands, Cossar, Jan, 2013 195 Review of Women’s Economic Status in Solomon Islands, Cossar, Jan, 2013. 191
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5.1.3 Summary of Findings – Baseline study Most of the women interviewed were over 36 with more than half (56 percent) of them between 36-50 years old, a third (33 percent) over 50 and the smallest group, 11 percent between 21-35 year old. The wide majority of respondents are married (76 percent) while 11 percent are widows. Slightly over a fifth of them were single (22 percent). Over half of the women (57 percent) had tertiary education, 22 percent had completed secondary school and 0 percent had primary level education. As pointed out elsewhere in the report this indicates that they are part of a relative small group at country level in terms of education. About 90 percent of the respondents had working experience and half of them worked between 6-10 years prior to creating their firm (50 percent) while almost a third (28 percent) worked for over 10 years before becoming an entrepreneur. Only 11 percent had worked for up to 5 years. Having high levels of education and prior experience in wage employment emerge as major assets for women’s entrepreneurship, and play a determinant role in the longevity and business success of women enterprises, as it has been showed in numerous international studies196. Moreover, in-depth interviews with some of them revealed that many of them used to have substantial responsibilities (midlevel or managerial positions) in their previous jobs. This is likely to help them in their business endeavors. Over half of the respondents (56 percent) indicated that they are owners of their enterprise and less than a third are co-owners - mostly with their husbands. The vast majority incorporated their businesses (89 percent) and most of them indicated that registration was easy (83 percent). It is interesting to notice that only 50 percent of interviewed women were aware of the fact that SI has an electronic registry for companies. Over half (56 percent) have been in business for 6-15 percent, 22 percent for a period comprised between 3-5 years and 11 percent for less than 3 years. Over half of the women interviewed work in the services sector (56 percent of the respondents) while 22 percent are active in retail. Smaller proportions of the interviewees stated that their businesses operate in the manufacturing (11 percent) and wholesale (6 percent) sectors. The majority of women in our sample (56 percent) employed up to 5 people; 33 percent has between 6 and 20 employees, while the remaining 11 percent has no employees. This might suggest that women tend to mostly run small businesses in Solomon Islands – as it tends to be the case worldwide. However it is hard to draw conclusions given that data concerning numbers and profiles of SMEs in SI is missing or could not be found in the course of this study. Women’s interest to develop a business appears to be lacking in general, given reduced motivation “to stand out” and “to be different”. People are reportedly easily inclined to copy and do not know/trust themselves to be innovative and creative, as many of the women interviewed stated. 5.1.4 Access and Usage of Financial Services Access to loans is very difficult in the Solomon Islands (SI), especially for women. The World Bank Group’s Doing Business Report 2014 ranks the country at 97th out of 189 countries (well below other countries in the region, such as Samoa and Fiji at 61st and 62nd, 196



Global Entrepreneurship Monitor (GEM) 2007 Report on Women and Entrepreneurship
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respectively) in terms of conducting business and 86 th in terms of getting credit. Women’s Economic Opportunity 2012 Index ranks Solomon Islands at 124th out of 128 countries, mostly due to the minimal legal protection for women in the workplace, little access to financial services, and high rate of illiteracy. The Index also rates SI 0/100 for developing a credit history and access to financial programs. The SME Policy states that no institution is fully dedicated to SMEs nor there is one responsible for overseeing a comprehensive SME intervention. It further states that an institutional framework is needed to implement efficiently the Policy. The document states that SMEs lack understanding of the local, regional, international markets in which they operate, reducing their capability to take advantage of potential market opportunities. This inhibits SMEs’s innovation and growth potential and it doesn’t allow them to compete with large enterprises. No banks have dedicated SME lending facilities in the country, with the exception of Westpac. Some, such as BSP, are planning to do so in the near future. The SME Policy lists197 several existing credit facilities: RDP Equity Fund (SBD 46 million), Credit Unions (SBD 34.2 million), MCILI-CGS, CBSI Small Business Credit Guarantee Scheme, Westpac SME Business Loans, ANZ and BSP. The total of these funds is over SBD 220 million with reportedly a high utilization rate, often exceeding funds available. Bank South Pacific (BSP), which has received grants by PMI and Pacific Financial Inclusion Program198 (PFIP), has successfully rolled out its branchless banking in Solomon Islands, PNG, and Fiji and is keen to reach out to women clients, including in rural areas – an untapped potential clientele for banks. BSP, ANZ and Westpac are also making strides in the mobile banking arena and they operate through a network of agents who are paid based on commission. This is an entirely new line of business and interestingly enough women are also entering this market. A case in point is a woman interviewed as part of the study (see Julie Gegen Haro’s Case Study), who founded and manages a very successful business. The field study shed light on the fact that very few women involved in SMEs in Solomon Islands took loans. Nor do they think it is worth their while to do so. Not even the ones whose enterprises are most growth-oriented, such as Julie Haro mentioned above. Instead they stated that it is best to save and develop one’s firm solely with retained earnings. Rightly so, they believe, because banks propose terms that are dissuasive and indeed most banks in the region do not lend much to SMEs. The majority of the respondents (56 percent) indicated that they are not accessing financial services, while close to 40 percent stated doing so. In-depth interviews confirmed the previous information, i.e. after years in business some women entrepreneurs were able to access bank finance, whereas they start-up capital is mostly provided by own-capital (83 percent) or their partner’s capital (6 percent). However after discussions with women 197



MCLI (SME Financing, 2011 Report. PFIP is a Pacific-wide program funded by United Nations Capital Development Fund (UNCDF), the European Union and the United Nations Development Programme (UNDP) to build financial inclusion by reaching out to unbanked populations in remote rural areas, including women. 198
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throughout the region it became apparent that most of them are quite conservative and prefer using retained earnings for company growth rather than bank finance (as also found in other international studies). This propensity is likely to slow down their companies’ expansion and limit their diversification potential. Asked about the reasons for not using bank finance, most respondents (33 percent) indicated high interest rates while 28 percent indicated lack of securities and inadequate loan amounts (11 percent). Overall, lending requirements are stringent as banks accept only cash combined with land and real estate property as loan collateral. There is presently no data available for banks’ average requirements for collateral in the Solomon Islands. In 4 of the other countries under review, commercial banks require about 200 percent security cover - higher than the regional and global averages of 150 percent199. Chattels200 are acceptable as security for large enterprise borrowers only. This requirement tends to disadvantage women more than men, as women tend to possess fewer securities. Even matrilineal women, despite the fact that in theory they possess land, in practice they do forego this prerogative, in favor of their family male members. Without land women usually have no significant assets. In addition to not having land or other significant assets, many women, especially in rural areas do not have means for formal identification, such as birth certificates or driver’s license. This poses a problem when opening bank accounts or starting a formal economic activity or a company. Women interviewed in the course of the field study indicated that access to finance has become near impossible for them since the superannuation fund – the National Provident Fund (NPF)201 - has stopped a previous scheme that allowed them to use their assets with NPF as collateral for loans – albeit reportedly with high collateral requirements (slightly over 150 percent of the loan amount). Some women opt for overdraft facilities rather than loans, easier to obtain than loans, while others can access loans when they have joint property with their husbands, provided the latter are agreeing to it. “You do a lot of convincing men… I never thought of getting a loan individually, you can only get loans jointly with your husband”. Reportedly husbands, who are financially better positioned than women – as they own more assets and companies and are employed in much higher numbers than women202, are often reluctant to share ownership of assets, companies, savings, and retirement benefits203 with their wives. Men have the tendency to register moveable assets under their names, rather then jointly with their wives. Furthermore women are not entitled to their deceased or disabled husband’s savings under current National Provident Fund regulation. In many situations it appears 199



WBG. 2009. Enterprise Benchmark Survey, Washington DC. Chattel refers to all personal movable property (other than real estate), such as furniture, vehicles, domestic animals. 201 The National Provident Fund (NPF) is primarily used by people employed in the formal sector and it represents their retirement funds. Male members make up the majority of the fund, approximately 71 percent of total membership, with female members holding the remainder, 29 percent – an 8 percent 201 increase over the previous year, 2012 . This illustrates the gender gap in employment highlighted earlier in this report. In value terms the female membership held 30 percent of the total accumulated contribution held by NPF, or SBD 0.47 billion. Less than 2 percent of the contributions come from the informal sector, which only accepts contributors aged between 16 to 35. 202 Female labor force participation is 53 percent while the share of women in wage employment in Solomon Islands is 30.8 percent. 203 ADB/PSDI - Solomon Islands – Gender diagnostic, Nagarajan, Vijaya, 2013. 200
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that women do not know or do not dare to ask their husbands to clarify this situation – for cultural or domestic violence considerations - and for instance register shares of their companies joint under their names. Savings Clubs and other community-based initiatives in rural areas have had a positive impact on women’s empowerment, boosting their confidence levels and their active participation within the community. Live and Learn is one of five NGOs financed by DIFAT to facilitate the creation of women savings clubs in rural areas204. West Are Are Rokotanikeni Association (WARA)205 is another noteworthy DFAT initiative, which has published literature intended to familiarize women with banking services and practices. This had significantly contributed to demystify access to banking for women 206. A list of barriers to accessing finance for start-ups and for growth-oriented entrepreneurs that emerged during focus group discussions with business service providers is provided in table 1. 5.1.5 Business Development Service The main organizations providing business developing services to SMEs – including women SMEs - are the Solomon Islands Chamber of Commerce and Industry, (SICCI), the Small Business Enterprise Center (SBEC) and the Solomon Islands Women in Business Association (SIWIBA). Their characteristics are described below 



Solomon Islands Chamber of Commerce and Industry. It is a private sector, membership based organization. It provides information to members and stakeholders on business in general, starting up a business, investing in SI or how to incorporate new companies. Other services include networking, policy and advocacy, marketing and promotion, funding and business development grants. SICCI offers to members – including women - mentoring services funded by New Zealand. No sex-disaggregated statistics are published on the site of the SI CCI at the present time, although the information is available and it should be publish by the CCI on its site.
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At the end of this year the funds managed with Live and Learn’s support is expecting to reach SBD 1 million (the equivalent of USD 235,090). Women generate additional income, which they use for economic activities without “touching” the saved money. These funds could be on-lend for productive activities with proceeds from on-lending being reverted to the community while the savings fund is used to guarantee the loans. 205 PSDI is currently implementing a gender program in solar energy with WARA members. 206 Women and Banking Solomon Islands, IWDA, Livesey, Barbara
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Small Business Enterprise Center, SISBEC. Funded by New Zealand, this NGO needs now to finance itself and it has problems in doing so. SISBEC provides training in business development services to aspiring and existing entrepreneurs including women. SISBEC trainers emphasized the need to educate pupils in entrepreneurship – this seems to be also the strategy for fostering entrepreneurship in the Pacific region that the ILO has embarked on. They stressed also the importance of entrepreneurship, explaining to Solomon Islanders that they can start a business with little money, contrary to what they are seemingly inclined to believe.







Solomon Islands Women In Business Association, SIWIBA. Created in 2004-2005 SIWIBA is bringing together 400 women in MSMEs and informal businesses. The association is supported by DIFAT under its Pacific Leadership Program, which finances its operation. SIWIBA launched the ‘Mere Market’ – a monthly event promoting women in informal business and it has recently started a members-only savings club, to be used for on-lending. Services to members include short training sessions in BDS for the formal and informal sectors. This covers basic bookkeeping; life skills training (vocational training), software package, business plan. SIWIBA acts as a point of information for women in business.
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Table 5.1: Summary of Focus Group Discussions with FIs, BDS providers, Gov and NGO representatives



Barriers



Proposed Strategies Start-ups



NonFinancial



 



Social security – access to land, finance, education Male dominated society: men always make the decision and have the final say



 



Savings club concept more civilized for communal development Start a women’s development bank (Microfinance scheme)



Financial







   



SME type loans (BSP does not have an SME loan); Interest Rates (ANZ 14 percent SPBD 20 percent) Commercial banks have different rates - discounts at 25 percent are possible Security: cash deposit or land Security demands are high because of the risk SME fees – more relaxed than retail Business registration fees 200 SBD



   



Banks to develop better products for SMEs Promoting diversity of credit products Security on chattels/goods: e.g. cocoa Government deal with a one stop shop for registration, etc (but beware)



  



Legislation to be updated Cultural obligation Commercial thinking is absent







Growth-Oriented NonFinancial



 Financial



    







Funding expansion through debt Taxation – inefficient & different company tax rates Costs such as electricity, telecommunications Cost of domestic airfare – disincentive to tourism Transportation – costs are high: roads, boats Transaction costs are high – not business focused (come to Honiara, go to office at certain times



  



SI already has women’s policy Gender equality policy Institutional strengthening (National Council of Women) Consultation with stakeholders draw framework







MSME policy per MOU framework



     



Reduce transaction costs and time Banks to consider other forms of security for expansion Credit ratings/history – credit bureau Taxation reforms for business tax incentives for certain businesses Are electricity and telecoms deductible as business expenses? Improved infrastructure
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6 Vanuatu Government’s role in promoting women in SMEs The Government of Vanuatu has indicated private sector development and employment creation as its top priorities207 under its ‘Priorities and Action Agenda for Vanuatu 20062015208. The Vanuatu MSME Policy was released in 2011 with the vision to “stimulate sustainable expansion in the private sector by increasing the number of viable micro, small and medium scale enterprises, and by creating a climate conducive for the entrepreneurial spirit and culture to grow and flourish in all communities throughout Vanuatu”. Subsequently a Small Business Development Act was released to oversee the legal and regulatory reform necessary to facilitate the implementation of the SME Policy209. Allegedly a MSME Act is currently awaiting approval by the Parliament. Table 6.1: Definition of MSMEs Criteria No of Employees (paid) Annual Turnover (VUV) Ownership Structure



Large > 50 > 200 million From 100% foreign to 100% local



Medium 20 to 50 < 200 million Minimum 50% local



Small 6 to 20 < 50 million Minimum 75% local



Micro 1 to 5 < 4 million 100% locally owned



The SME Policy is gender blind, and no special measures were envisioned to promote women’s entrepreneurship. As part of this Policy, the Government supports Business Development Services (BDS) along with entrepreneurship development and access to finance210 - issues of particular importance for this study and that are likely to benefit both women and men entrepreneurs. The World Bank Doing Business in Vanuatu Report 2014 ranks Vanuatu 74th out of 189 countries. In terms of the ease of starting a business the country is ranked 126th while getting a credit ranks Vanuatu 55th. The World Bank places Vanuatu in the category of ‘lower middle income country’211. PSDI contributed in Vanuatu mainly in the area of access to finance – including on secured transaction reform and business law reform and state-owned enterprise reform. As part of the former an electronic registry was installed in 2009 to record the filling of security
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The others six key priorities are: macroeconomic stability and equitable growth, good governance and public sector reform, primary sector development, provision of better basic services, especially in rural areas, education and human resource development and economic infrastructure and support services. 208 MSME Policy and Strategy for Vanuatu. 2011 209 It is noteworthy that discussions with various stakeholders pointed out that there has never been a MSME policy in Vanuatu 210 Other specific areas of the Policy are: legal and regulatory reform, developing trade and regional integration, physical infrastructure, value added to raw materials, knowledge networks and innovation, MSME linkages, production equipment and technology, marketing, institutional framework. 211 http://data.worldbank.org/country/fiji
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interests. On the latter, PSDI supports the modernization of the Vanuatu commercial legal framework. The Ministry of Justice and Community Services, responsible for the Department of Women’s Affairs has formulated a new Justice and Community Services Sector Strategy for 2014-2016, which indicates that gender equality should be considered across all the strategies, including the Human Rights one212. The Ministry of Tourism, Trade, Commerce and Ni-Vanuatu Business (MTTCNVB) is tasked with overseeing the SMEs and the Department of Cooperatives and ni-Vanuatu Business Services is also charged with BDS provision at national level. The latter has a mandate to identify and support entrepreneurs across the country and specifically to ‘seek out women entrepreneurs’. Its support includes: facilitating access to information, finance, training, and dealing with procedures. Vanuatu Chamber of Commerce and Industry is a statutory body and recognized training provider and it receives 10% of the government revenue.



A Review of Women’s SMEs 6.1.1 Methodology The research was conducted using qualitative and quantitative methods, including focus group discussions, individual interviews, case studies, and a survey tool to collect information on women’s businesses, access to and usage of financial and non-financial services. A total of 16 questionnaires were completed, some of them at the end of the focus group discussions with women entrepreneurs in Port Vila. The purpose of the questionnaire was to collect baseline data and to get a comprehensive view of the drivers and obstacles encountered by women in SMEs when starting up and growing their companies. Two focus group discussions (FGD) were held in Port Vila with women entrepreneurs in MSMEs. The FGDs were organized with the help of the ADB representative in Vanuatu and the Vanuatu Chamber of Commerce and Industry (VCCI) and were held on the premises of the ADB and VCCI. Four Case studies were compiled based on in-depth interviews with women in SMEs. The list of participants to the two FGD sessions is presented in Annex 5. This study attempts to analyze the characteristics and features of women’s SME in different industries and economic sectors in Vanuatu. However, time constraints enabled the consultants to interview only a small sample of women involved in SMEs active in the capital city and across the national territory. As such, our findings provide some anecdotal evidence of women entrepreneurs’ needs and preferences regarding financial services, but cannot be considered conclusive to draw definitive patterns about the population’s financial behavior. The primary and secondary research was complemented with information collected through consultations with various SME stakeholders including financial institutions representatives and business development service providers, that offered additional and useful insights on businesses’ access to and usage of financial services.



212



Gender Mapping: Actors and Initiatives Promoting Gender Equality in Vanuatu (Draft). 2013
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Primary data was collected during a nine-day mission to Port Vila, Vanuatu from August September 5th 2014. The fieldwork included meetings and interviews with over 60 stakeholders from a variety of sectors, including women involved in SMEs, government, and NGO representatives, donors, business associations, financial institutions and business support providers. Annex 5 provides details of the sectors and people interviewed. 6.1.2 Number of SMEs The Vanuatu Chamber of Commerce and Industry (VCCI) has about 945 members. No information was available on the numbers of women members as VCCI does not have sexdisaggregated statistics on its membership base nor on the beneficiaries of the Chamber’s services. Discussions with the National Statistics Office provided general information and the confirmation that there are seemingly no statistics and no sex-disaggregated statistics available for MSMEs. In Vanuatu, like in the other PICs of focus for the present study, the informal sector is expected to be of substantial size but no information or statistics exist to give an accurate idea of its size, nor of the percentage of women participating in it. A study undertaken in 2010213 estimates it to be 3 times the size of the number of registered formal businesses in the Pacific region. A subsequent WBG research, ‘SME Market Assessment in Vanuatu, Samoa and Tonga’214, indicates that in Vanuatu there are 1,660 total registered businesses of which 1,573 are estimated to be SMEs215. In addition there are 2,535 estimated Tourism informal SMEs. Based on the assumption of the 2010 study mentioned above, it can be inferred that in Vanuatu there are about 7,600 informal businesses. While it is very helpful to have these figures it is not possible to know how many of the businesses registered were owned and/or managed by women. Table 6.2: Number of registered businesses in Vanuatu Total Registered Businesses 1,660 Estimated SMEs 1,573 Estimated Tourism SMEs 845 Estimated Tourism Informal SMEs (approx. 3x 2,535 formal) Source: WBG Briefing Paper SME Market Assessment in Vanuatu, Samoa and Tonga, 2012



6.1.3 Summary of Findings – Baseline study The majority of the women interviewed are over 36 with 44 percent of them between 36-50 years old, 50 percent over 50 years old and the smallest group, 6 percent between 21-35 year old. The wide majority of respondents are married (69 percent) while 19 percent are divorces, and 13 percent are single. 213



IFC-McKinsey SME Finance Gap Mapping Study, 2010 http://www.forumsec.org/resources/uploads/attachments/documents/FEMK.11%20%20Regional%20Facility%20to%20Assist%20with%20SME%20Financing.pdf 215 SMEs covered in the study included businesses registered with government authorities with a turnover of AUD$50,000 to AUD$1,0 million and/or with 5 to 50 employees 214
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One quarter of the women in SMEs interviewed (25 percent) have tertiary education, 56 percent have completed secondary school and 6 percent have primary level education. Interesting to note, Vanuatu has the smallest proportion of women with tertiary education among all the women MSME owners interviewed in the six PICs of the study. This reflects the lower levels of education in the country but might also be due to some bias in the sample interviewed, as VCCI was the main force in helping identify the respondents. The large majority of the women interviewed (63 percent) were Melanesian, which is not surprising, as Vanuatu is a Melanesian country. But 38 percent of them defined themselves as ‘Other’. They were in fact expatriate women, mostly from Europe, Australia and New Zealand who had been living in the country for some years. Vanuatu is the only country of the six PICs with a high proportion of foreigners among the female businesses surveyed. They were the owners of the larger businesses, with the highest potential for growth among the group surveyed. Of the four Case Studies written as part of this research only one woman is a foreigner - a clear choice to ‘put the light’ on local women. It could however be inferred that Vanuatu has a lower level of entrepreneurship than the other countries, also perhaps there were not many programs to promote women in business, especially in SMEs. A public servant explained that ‘the Government helps women entrepreneurs mostly in the informal sector and in cooperatives, but it does not support women entrepreneurs in formal MSMEs’. One of the SME women interviewed as part of the field research concluded: ‘Women are not prepared to run businesses professionally: they lack bookkeeping skills, management abilities. If this ‘bottleneck’ is addressed, women could indeed become successful entrepreneurs at a larger scale’. The majority of the respondents (69 percent) have working experience and the larger number of them (38 percent) had worked for over 10 years prior to creating their firm, while 25 percent of the group had been employed for 1-5 years and 19 percent 6-10 before becoming an entrepreneur. High levels of education and prior experience in wage employment emerge as major assets for women’s entrepreneurship, and play a determinant role in the longevity and business success of women enterprises, as it has been showed in numerous studies worldwide216. Moreover, in-depth interviews revealed that some of them used to have responsibilities (mid-level or managerial positions) in their previous jobs. This previous experience is likely to help them in their entrepreneurial endeavors. Across the field study it became apparent also that women ‘timed’ their business start-ups to respond to family priorities, such as child rearing, and lack of access to external financing and hence a need to rely on their ability to earn an income. Salary income is therefore an important driver for female entrepreneurship as it allows women to set asides funds which they subsequently could use as seed money to start their business. Four quarters of the respondents (81 percent) indicated that they are owners of their enterprise and 19 percent are co-owners - mostly with their husbands. Most of them incorporated their businesses (81 percent) and 60 percent indicated that the registration process was easy while 27 percent did not find it so. More than a half of the interviewees registered their enterprise as sole-trader (56 percent), 25 percent as company, and 13



216



GEM, Women Reports



93



percent as a partnership. In terms of share ownership: 19 percent own 100 percent of the shares, 25 percent own 50 percent and 19 percent own between 26-49 percent of shares. Almost a quarter (33 percent) have been in business for 6-15 years, 27 percent for a period comprised between 3-5 years and 27 percent for less than 3 years and 13 percent for 21-50 years. Half of the women interviewed work in the services sector (50 percent) while 25 percent are active in retail, and 19 percent in wholesale; 6 percent are active in manufacturing. Over half of women in our sample (56 percent) employ up to 5 people, while 44 percent have between 6-20 employees. Many of the women interviewed are in food related businesses and face challenges resulting from difficulties to meet export requirements. Most export activities are conducted at “suitcase export” levels i.e. products that are packaged in a way that allows tourists to take back to their home countries like Australia and New Zealand but are not suitable for ‘real’ export to such countries. An example in place is Votausi, whose food processing business called ‘Lapita’ supplies mostly the local supermarket in Port Vila with chips, nuts and honey, but she cannot export because she cannot meet the requirements. 6.1.4 Access and Usage of Financial Services Vanuatu’s financial sector is comprised of the following players: 3 international commercial banks (ANZ, Westpac, and BRED), 2 domestic state-owned banks (National Bank of Vanuatu (NBV) and Agricultural Development Bank), 1 regulated credit institution, 1 microfinance institution (VANWODS), and 1 savings & credit institution. Additionally, various informal MFIs are operated by NGOs and community organizations. NBV targets low-income and rural clients and it has built a national network of branches including in remote areas. VANWODS caters to a lower income segment than NBV and it is using NBV’s rural outreach network. Financial inclusion is estimated at 10 percent. Slightly more than half of the respondents indicate being able to access financial services as needed (56 percent) but only 19 percent mention having a line of credit. They cite the reasons preventing them from accessing financial services, which are in descending order: too high interest rates (56 percent), and lack of security (6 percent). Asked how they financed their business, half of he women (50 percent) indicated owncapital, 25 percent partners capital, and 6 percent each mentioned: informal debt, guarantee financing and bank debt. As elsewhere during the field research, it appears as a clear trend that most of the respondents initiated their business with internal capital. Very few access bank finance to finance their start-up. Almost half (44 percent) of the respondents indicate that it is harder for women to access finance than it is for men. The FGDs conducted with women SME owners revealed that women (and men too) have to slow down their business expansion for lack of financing, considered too expensive and difficult to access. Women in Vanuatu, like elsewhere in the field study prefer to be cautious/conservative in the ways they finance their business activities. Most of the women entrepreneurs interviewed indicated that they prefer to “stay away” from borrowing and prefer to finance their business with capital derived from their salaries earned as full-time or part-time employees. Another option frequently used is to delay making investments until 94



they generate sufficient funds from their business, i.e. they use retained earnings. In some cases women entrepreneurs work in partnership with their husbands who are also often employed, while at the same time they contribute in managing the business. This has an obvious effect of curbing the growth potential of companies and may entail lost opportunities. The following table summarizes comments and suggestions made during FGDs with womenled MSMEs and bank representatives. Table 6.3: Barriers to finance and BDS identified during FGDs Access to finance Access to BDS  Very high costs of accessing finance in  Dearth of bookkeeping skills, management Vanuatu abilities for women  Cash required as collateral at 100% of loan  Financial statements, record keeping needed amount to present to banks to access loans  No loans are available for start-ups  Need business incubator for women  Lack of financial resources - to start a  Increase training in BDS for women business or to finance its operation  Introduce training in skills and vocational education



Box 6.1: The Vanuatu Financial Services Commission is a statutory body reporting to the Ministry of Finance It was set up in 1993 to administer approximately 20 pieces of legislation including Companies Act, Stamp duties, Business names, Personal Properties Security Act. PSDI has supported VFSC as part of its access to finance activities in the country. For information, initial registration of a business name is VUV 10,000 and subsequently VUV 5,000/year to which must be added the cost of obtaining the license. Company registration fee is VUV 30,000. By government decision VANWOODS’ clients are exempt from registration. There are two types of businesses in the country: exempt and liable businesses. The former refer to businesses that generate less than VT 4 million in a year, are not VAT registered and do not have to pay a business license fee. The latter are businesses making VT 4 million or more in a year, registered for VAT and pay license fees1. Box 6.2: Vanuatu National Bank (VNB) It runs a microfinance activity supported by the ADB. Microfinance loans represent less than 1 percent of the total lending portfolio of the bank; there are 10,000 borrowers of whom 25 percent (2,500) are women. Loan terms are maximum 6 to 36 months and loan amounts vary between VUV 25,000 to VUV 1,000,000. Interest rates are 28 percent p.a. and income generated is not sufficient to cover operating costs, which are very high given the geographical characteristics of the archipelago. VANWOOD is not perceived as a competitor but rather as complementing NBV’s microfinance activity. On the commercial side, the bank lends at interest rates of 10-13 percent p.a. It was stressed that SME entrepreneurs are not educated; they do not have the necessary business skills to conduct sustainably their business. Hence the importance of providing the necessary training, including to women to help them become entrepreneurs.



95



Box 6.3: VANWOODS VANWOODS caters almost exclusively to women. It indicated that it has reached 8,000 clients of which only 10 percent are men. It offers four different types of loans: 1) housing, 2) education, 3) multipurpose and 4) business. The first three types have loan amounts ranging from VUV 10,000 to VUV 150,000. The interest rate is 20 percent flat per term of loan vs. commercial bank rates of 8-9% p.a. with stringent security provisions. The 4th loan type was launched in late 2013 for selected clients graduating from microfinance and amounts extended range from VUV 150,000 to VUV250.000. So far 10 women only have taken this kind of loan. One of these has a small brick factory employing ten, others have tailoring operations and very small food processing operations.



Box 6.4: BRED and Westpac Personal loans are extended at 19 percent interest rate, guaranteed by future streams of salary and bills of sale on the movable assets purchased with the loan. Maximum loan term is 5 years. Personal and business loans have to be 100 percent secured, e.g. borrowers are expected to provide cash in a term deposit with the bank of an equivalent amount as loan amount. The interest rate on the term deposit is 3 percent. For clients who borrow money to purchase land the bank requires 70-80 percent security and the remainder up to 100 percent in cash and in addition, it takes a mortgage on the registered title. Borrowers can pledge other properties to make up for the 20-30 percent if they do not have sufficient cash. At both banks women employees outnumber men but do not occupy senior positions.



6.1.5 Business Development Services A large part of the respondents indicated having accessed business development services (63 percent) suggesting that they are satisfied with the range of business support services available on the market. With VCCI running professional BDS trainings and advisory services for free this is not surprising. Twenty-seven percent of our sample accesses BDS regularly. But only a quarter (25 percent) took BDS prior to starting their enterprises. Among reasons preventing them from taking BDS, 25 percent indicate that they ‘don’t know BDS’, 13 percent consider BDS too expensive, 13 percent see them as being time consuming and 6 percent find them inadequate. The most valuable BDS for 69 percent of the respondents are: business plans, marketing and cash management. One of the main BDS providers in the country is the Vanuatu Chamber of Commerce and Industry (VCCI). It offers advisory services and various courses in finance (book keeping, basic financial literacy, budget and savings, and opening of a bank account), business management, including marketing, agribusiness. In addition it has an institutional building program called ‘Training and Support Institutions’ for employers, that includes human resource management.
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Box 6.5: Vanuatu Chamber of Commerce and Industry VCCI has also a mentoring program, financed by NZAid, with more women mentees than men. VCCI also facilitates the participation of “Mamas” - women entrepreneurs in informal markets to an annual exhibition in New Caledonia. VCCI has developed a ‘Women’s Business Training’ for women working in the markets. In 2006 VCCI has started its Business-School, which provides certificates in business management and financial management. The VCCI B-School generates 20-25MM VT/year. Some 200-300 students graduate each year while others take only selected modules. The professors are employees of the CCI. Worth mentioning, VCCI provides training in the provinces.



Women SME owners who benefit from the mentoring program are very satisfied and declare seeing the difference it makes in the way they run their business. The major challenges with the mentors program is that entrepreneurs find it difficult to fill in the necessary application forms and that they do not have email addresses and do not keep in touch easily with their mentors. Entrepreneurs who are willing to take a loan have to present to the bank the history of their business activity documented in financial statements which poses a problem hence record keeping needs to be improved. ‘Building awareness among people on financial literacy is important’. Women in SMEs interviewed stressed that they face also domestic violence, high level of prices (as they tend to be the ones who budget the household finances and make ends meet), changes in laws that affect women. In addition infrastructure costs are high, such as for transportation, and for fuel. Another area where women expressed need for support is accounting. In Vanuatu companies are not taxed (income corporate tax). Most entrepreneurs pay yearly business license fees, sometimes choosing to have several licenses so as to spread the earnings generated around several lines of business (e.g. Carolyn, ‘Eden on the River’ has seven licenses). License fees range from some thousands of VUV per year to tens of thousands, depending upon the type of business. Once the income derived from any activity exceeds set limits for that sector entrepreneurs are obliged to have audited statements, which represent an added expense so they try to avoid having to do so. Many of the women present at the FGD work with rural contractors (producers), mostly women. Votausi, who produces 60 different food products, finds her supply from 3,000 women in different locations. Votausi maintains that she has markets to export her products in Australia, New Caledonia and New Zealand, but she prefers not to export so as to avoid cumbersome and lengthy processes necessary for obtaining export licenses. Other BDS providers in the country are: TVET (a program initiated with funds from New Zealand and currently integrated in the Department of Commerce) and to a lesser extent World Vision. Vanuatu Institute of Technology offers courses in finance, management, technical subjects, mechanics, and Agricultural College provides courses in agribusiness and BDS. Private sector firms and consultants are also important BDS providers on the market. Discussions with Melanesian Spearhead Group (MSG) revealed that promoting women’s leadership is on MSG’s agenda and as such, MSG is planning a leadership initiative aiming to empower Melanesian women in business and in politics.
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Box 6.6: Vanuatu National Bank (VNB) VNB is a major BDS provider in Vanuatu: it delivers an education program in financial literacy financed by NZAid. Participants are disadvantaged people, who do not have a fixed income and who depend on primary resources. The program is free of charge. It is articulated around three areas, each with a dedicated manual: 1) household budgeting, savings, risk keeping money hidden at home in the “Milo can”, access to credit; 2) non-financial services, start-up a business training, 3) book-keeping and financial recording. The initiative is crucial for aspiring entrepreneurs and business people, especially for women who lack these skills. Started in 2012, up to June 2014, 18,000 people have been trained, of whom 8,100 women (45 percent). Only 5 percent of those were trained in urban areas, suggesting a very strong focus on rural populations. The Department of Cooperatives and ni-Vanuatu Business Services in also charged with BDS provision at national level. It has a mandate to identify and support entrepreneurs across the country, as specifically to ‘seek out women entrepreneurs’. Its support includes: facilitating access to information, finance, training, and dealing with procedures.



Box 6.7: The Department of Cooperatives and Ni-Vanuatu Business The Department of Cooperatives and Ni-Vanuatu Business/Ministry of Tourism, Trade, Commerce and Ni-Vanuatu Business (MTTCNVB) provides BDS across the country. The Department is responsible for promoting and supporting rural economic development throughout Vanuatu and is also responsible for facilitating the creation and operation of cooperatives. Its trainers are men and women certified in Competency based Economies through Formation of Enterprise (CEFE, GIZ), Start your Own Business (SYOB) and Develop Your Own Business (SYB, DYOB, ILO). Vanuatu National Training Council is a government body accrediting and upgrading trainers. Training is funded in part by various organizations1. The Department of Cooperatives also provides advisory services, marketing support, market studies and business plans. In addition it helps entrepreneurs with exports promotion. It is worth noting that supporting women in business is one of the Department’s stated aims. From 591 participants trained in 2013, one quarter were women (150). Some other encouraging figures suggesting that women emerge as cooperative players: 154 cooperative managers are women (40 in consumer cooperatives and 114 in Savings & Loans).
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7 Samoa Government’s role in promoting women in SMEs The government is allegedly about to issue a MSME Policy, the first one in the country. As part of its Strategy for the Development of Samoa, 2012-2016217, the Government has prioritized an enabling environment for business development as one of its five key outcomes for Priority Area I, Economic Sector218. The business legal and regulatory environment was improved with the aim to create an enabling context for conducting business. The new Companies Act brought improvements with regards to registration of companies. The Government continues to provide support to the private sector through different schemes, such as the Private Sector Support Facility. Gender is not addressed in the document and no particular program to support women involved in SMEs seems to exist. The Government of Samoa is providing co-financing to facilitate access to finance to small businesses under a Small Business Loan Guarantee Scheme co-financed with NZAid. A sizeable share of the entrepreneurs benefitting from the scheme is comprised of women. The Ministry of Women, Community, Sports and Development (MWCSD), is responsible for women’s affairs, ensuring that they benefit from economic activities. In addition it has Department dedicated to providing business development services to female entrepreneurs, but not particularly to women in SMEs. Responsibility for the private sector is the domain of the Ministry of Finance and The Ministry of Commerce, Industry and Labour (MCIL). The latter, in collaboration with the Commonwealth Secretariat developed a Micro, Small and Medium Enterprise (MSME) policy. The policy was not released at the time when the field study was carried out in Samoa. Micro and SMEs themselves identified access to finance and markets as key constraints, while financial institutions identified lack of collateral and information as key limitations they faced in expanding lending to SMEs219. IFC undertook analytical work to assist MSMEs overcome barriers to growth. PSDI is assisting the Government of Samoa with SOE reform and in access to finance, notably with the drafting of a secured transactions bill (passed in 2013) and subsequent implementation through the design and installation of an electronic registry. PSDI’s business law reform is focused on the review of business laws and the Company law reform. The Ministry of Revenues has launched a program to encourage small businesses to adopt tax self-assessment.
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Government of Samoa, Strategy for the Development of Samoa, 2012-2016 The other four key outcomes of Priority Area 1, Economic Sector are: macroeconomic stability, re-invigorate agriculture, revitalized exports and sustainable tourism. 219 Government of Samoa, Strategy for the Development of Samoa, 2012-2016, p 49 218
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The Socio-cultural Context and its Impact on Women Entrepreneurs Samoa is second largest PIC after Tonga, in terms of inhabitants (190,400)220, surface (2,840 km2, and GDP (US$694 million) out of the six countries under review. About a third of the population lives in Apia and the remainder in rural areas. Samoa’s economy is based on agriculture and about 70 percent of the population relies on subsistence agriculture. Tourism and services are the leading sectors and remittances contribute around 30 percent to the GDP221. Samoans believe that women have a high status in their culture. This is visible in the rates of women’s employment, and the positions they occupy (in employment) and in their high levels of educational attainment. Almost 100 percent of the Samoan population is literate with women slightly outnumbering men, the highest rate together with Tonga among the six PICs of focus. Also, many women have tertiary education. However, this is true mostly for the capital city, and less so for the rural areas. Women have about a 48 percent employment to population ratio222 and their share in wage employment is about 37 percent (See Annex 2). Samoa is a Polynesian country and this is illustrated among others, by the fact that women play a significant role particularly in the civil service, the largest single employer in the country. There are slightly more women employed than men in the civil sector and women outnumber men at senior level positions. Women are also important actors in the private sector, especially in the small end of the segment and in the informal sector. Women’s role in economic activity is limited by cultural stereotypes about their gender roles in society and in the domestic sphere. They have a limited political leadership role. Women have limited access to land which limits their ability to access finance as compared to men. While the Constitution guarantees gender non-discrimination, discriminatory customary practices are still prevalent.



A Review of Women’s SMEs 7.1.1 Methodology The research was conducted using qualitative and quantitative methods, including focus group discussions, individual interviews, case studies, and a survey tool to collect information on women’s businesses, access to and usage of financial and non-financial services. A total of 8 questionnaires were completed, some by focus group participants and some during individual interviews223. The purpose of the questionnaire was to collect baseline data 220 221



http://data.worldbank.org/country/fiji IFC Gender and Investment Climate Reform Assessment, 2010.
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Basic 2013 Statistics, ADB – MDG latest available year (% of population aged 15 years and above, 2011)
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Out of the 6 women that completed the questionnaires, 6 are entrepreneurs and 2 work for women’s organizations
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and to get a comprehensive view of the drivers and obstacles encountered by women in SMEs when starting up and growing their companies. One focus group discussions (FGD) was held in Apia, with representatives from institutions supporting the SME sector including women. The FGD was organized with the help of the ADB representative in Samoa and was held on ADB premises. Four case studies were compiled based on in-depth interviews with women in SMEs. The list of participants to the two FGD sessions is presented in Annex 5. This study attempts to analyze the characteristics and features of women’s SME in different industries and economic sectors in PNG. However, time constraints enabled the consultants to interview only a small sample of women involved in SMEs active in the capital city and across the national territory. As such, our findings provide some anecdotal evidence of women entrepreneurs’ needs and preferences regarding financial services, but cannot be considered conclusive to draw definitive patterns about the population’s financial behavior. The primary and secondary research was complemented with information collected through consultations with various SME stakeholders including financial institutions representatives and business development service providers, that offered additional and useful insights on businesses’ access to and usage of financial services. Primary data was collected during a six-day mission to Apia, Samoa from June 23rd to 28th 2014. The fieldwork included meetings and interviews with over 50 stakeholders from a variety of sectors, including women involved in SMEs, government, and NGO representatives, donors, business associations, financial institutions and business support providers. Annex 5 provides details of the sectors and people interviewed.



7.1.2 Number of SMEs Women are estimated to head about 40 percent of businesses in Samoa, most of them microbusinesses. Samoa Chamber of Commerce and Industry (SCCI) has a total of 282 members224, and at least 14 out of them are female owned SME225. No precise statistics about numbers of companies and disaggregation by size and by sex seem to be available in Samoa. In addition, there is a dearth of research concerning the informal sector. A study undertaken in 2010226 sheds some light on the latter indicating that the informal sector is estimated to be 3 times the size of the number of registered formal businesses in the Pacific region. Some resources also indicate that 80 percent of the private sector is comprised of microenterprises227. A World Bank research, ‘SME Market Assessment in Vanuatu, Samoa and Tonga’228, finds that in Samoa there are 3,835 total registered businesses of which 3,774 are estimated to be
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Samoa Chamber of Commerce and Industry, Annual Report 2013, p43 SCCI provided a list of 14 women in SMEs members for this mission. 226 IFC-McKinsey SME Finance Gap Mapping Study, 2010 227 IFC Gender and Investment Climate Reform Assessment 2010 228 http://www.forumsec.org/resources/uploads/attachments/documents/FEMK.11%20%20Regional%20Facility%20to%20Assist%20with%20SME%20Financing.pdf 225
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SMEs229. Based on the assumption of the 2010 study mentioned above, it can be inferred that in Samoa there are about 11,500 informal businesses and a total of over 15,000 formal and informal businesses. Estimating that women head about 40 percent of these businesses, there are more than 6,000 female headed SMEs230. Table 7.1: Registered Businesses Country Samoa Total Registered Businesses 3,835 Estimated SMEs 3,774 Estimated Tourism SMEs 566 Estimated Tourism Informal SMEs (approx. 3x 1,698 formal) Source: WBG Briefing Paper SME Market Assessment in Vanuatu, Samoa and Tonga, 2012



7.1.3 Summary of Findings – Baseline study Two thirds of the women interviewed (66 percent) are over 36 year old and half of them 50 years old (33 percent). Half of them (50 percent) are married, 17 percent each are single, widows or divorced. A third of them (33 percent) have tertiary education and half of them (50 percent) have completed secondary school. None of them had only primary school education. The vast majority, 83 percent of the respondents have prior working experience. This is in line with all the six PICs respondents. Half of them (50 percent) had worked 6-10 years before becoming entrepreneurs, 17 percent had worked 1-5 years. All of them had registered businesses. Over two thirds (67 percent) indicated that the registration process was easy and 17 percent indicated that it was not. Half of the women SMEs interviewed (50 percent) work in the services sector; 17 percent of them operate businesses in the retail sector and other 17 percent indicated the wholesale sector. While half of the respondents have operated their business for a period comprised between 6 -15 years, 33 percent have been in business for less than 3 years, and another 17 percent for 3-5 years. For 67 percent of the women interviewed their current SME was their first business they started. A third of the interviewees (17 percent) started their business with their husband and 17 percent did so with another family member. Half of the women interviewed (50 percent) employ 21-50 employees, a third (33 percent) employ 1-5 employees and 17 percent employ 6-20 employees. Fifty percent of the female SMEs interviewed expected their companies were likely to grow and 33 percent indicated ‘very likely’ growth prospects. Moreover, two thirds of them (67 percent) had a growth strategy in place.



229



SMEs covered in the study included businesses registered with government authorities with a turnover of AUD$50,000 to AUD$1,0 million and/or with 5 to 50 employees 230 Calculation: 40% of 15,000 = 6,000.
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Two third of them estimated that the level of competition in their sector was high (67 percent) and 17 percent believed it was moderate. Sixty-seven percent of the respondent mentioned that their business was ‘unique’, whereas 26 percent did not think theirs was. A third of the women in the sample indicated that they are involved in community work, in advocacy or lobbying and that this involvement helps their business, while 50 percent responded that it doesn’t. Over three quarters (75 percent) have a role model and for 33 percent of the respondents this person is a family member. Half of them (50 percent) have a mentor. The women interviewed were very satisfied with their mentors, who are usually New Zealand retired executives or business people. They assist Samoan businesses for free, as part of a mentoring program organized under the auspices of the SCCI with financing from New Zealand. It can be said that in Samoa - as in the other PICs where this regional mentoring program is implemented – the vast majority of women entrepreneurs who receive this type of BDS were very happy. For many, this is the only BDS they obtain. 7.1.4 Access and Usage of Financial Services Samoa is a relatively new market for financial services and it is characterized by a reduced supply of financial services and a population largely unaware of financial literacy and banking practices. Two international banks (ANZ and Westpac) and three local ones (Samoa Commercial Bank, the National Bank, and Samoa Development Bank) operate in the country. WBG 2012 Doing Business report ranks Samoa 61st out of 189 countries. In terms of starting a business, Samoa ranks 33rd and 130th when it comes to accessing credit. On this indicator, Samoa has by far the lowest ranking within the six PICs, suggesting real difficulties for SMEs to access finance. The report also indicates that banks require collateral values of about 200 percent of the loan amount, although conversations with bankers indicated that this is about 100 percent of loan amounts. The findings from the survey show that slightly over two thirds (67 percent) of the respondents indicate that they can access financial services as needed. Most of them have established businesses with in some case long credit history, which explains why it is easy for the large majority to access finance. Asked how they financed their businesses when they started up, their answers indicated that a third (33 percent) used own capital, another third (33 percent) used partner’s capital and another third used bank debt. That makes the Samoan women in SMEs to be the largest users of bank debt at start-up across the 6 countries. Those that were not able to access finance at the onset cited the following reasons: lack of securities (33 percent) and high interest rates (17 percent). About two thirds have a commercial line of credit (67 percent). Most of the respondents (33 percent) indicated that it takes over three weeks to obtain a loan while 17 percent mentioned two weeks.
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Bankers interviewed in the course of the field survey indicated that banks serve mostly large local enterprises and international corporations, and much less so MSMEs. This is mostly done through the SBEC Business Loan Guarantee Scheme (see Box 1), a good initiative that has allowed several small businesses to access bank finance. Discussions with ANZ pointed out to the financial constraints faced by SMEs, and especially by women entrepreneurs, such as high interest rates and collateral related constraints. Financial institutions require high amounts of equity to be pledged as collateral, usually about 100 percent of the loan principal. Only 20 percent of land is freehold and usable as loan collateral while the remainder is customary land controlled by Matai, who are mostly men (approximately 95 percent). Default rates on loans tend to be high, but interestingly enough defaulting borrowers end-up paying their loans in full, albeit late. This is due to a large extent to cultural obligations. SBEC guarantees make it possible for SMEs – otherwise not bankable - to access credit. Of these, about 50 percent are women. As it was mentioned elsewhere, Samoan businesswomen and men find it difficult to save, to a large extent due to cultural obligations, which penalizes the development of their enterprises. In this light, UTOS, an investment company, under the Ministry of Finance, serves an important purpose as it allow small savers to invest in it and earn better rates than those available at commercial banks. Box 7.1: SBEC Business Loan Guarantee Scheme Guarantee funds are provided by the Government of Samoa (WST9 million) under an ADB loan and by NZAID (WST 600,000) and are kept as term deposits with financial institutions. The banks participating in the scheme are: ANZ, Westpac, Samoa Commercial Bank, and the National Bank and Samoa Development Bank. SBEC has supported over 1,000 businesses with this mechanism since its inception. Reportedly 40 percent of the enterprises who took loans under the SBEC guarantee facility from Westpac were women Criteria for obtaining the guarantee: businesses must contribute at least 33 percent of business set-up costs and they have to have completed SBEC training for Business Management. Guarantees provided cover 80 percent of the loan amount while the borrower has to provide 20 percent as personal guarantees and/or term deposits or other assets acceptable by banks. There are three types of loans: (i) loans under WST 5,000 are covered by the NZAid fund; (ii) loans over WST 5,000 and up to WST 20,000 are covered by the Government /ADB funds and loans; (iii) loans over to WST 20,000 and up to WST 50,000 are covered by a combination of NZAid funds and Government funds and they can only be extended to businesses who have established a track record and who have potential to grow.



The Development Bank of Samoa (DBS) is a government-owned bank, created initially to have an agricultural focus. In time it has become a multi-sector development bank. Many of the women entrepreneurs interviewed were clients of DBS and they borrowed from DBS as well as from other commercial banks. DBS is one of the banks that operate under the TBEC loan guarantee scheme. Thanks to this agreement, SMEs represent up to 20 percent of the DBS’s loan portfolio while the majority of DBS’ clients are large enterprises. WIDBI Inc. runs a microfinance program focused on women entrepreneurs in rural areas and it supports them formalize their businesses and ‘graduate’ to access finance from commercial banks. Savings mobilization and helping business people learn the discipline of saving are seen by WIBDI as being important conditions needed if entrepreneurs are to succeed in business. South Pacific Business Development (SPBD) is another microfinance



104



institution, modeled after Grameen Bank, which has operated in Samoa since 2000. It currently has 8000 active clients and 95 percent of its portfolio is in rural areas.



Westpac introduced e-banking in Samoa. Mobile banking has scope for expansion in Samoa given the local geography and the difficulty to access bank branches. In other PICs, such as Fiji and PNG and to a lesser extent Solomon Islands, mobile banking has made important inroads. Reportedly rural populations in Samoa are increasingly using mobile banking for withdrawals and to make payments. 7.1.5 Business Development Services The survey data shows that none of the respondents took BDS prior to starting their businesses. The reasons preventing them to take BDS are varied: some indicated not knowing them (17 percent); another 17 percent mentioned that they found BDS to be inadequate. The women entrepreneurs interviewed considered that the most valuable BDS were: business plans, marketing, and cash management. Half of the interviewees do not access BDS regularly. As mentioned elsewhere, the women interviewed who were involved in the mentoring program were very satisfied. Two out of the four women interviewed for Case Studies had a mentor. There are three main organizations that support women in SMEs in Samoa: Women in Business Development Inc. (WIBDI) (dedicated to women, and youth), the Samoa Small Business Enterprise Center (SBEC), and the Samoan Chamber of Commerce and Industry (SCCI). A brief description of each initiative is provided below. 
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Samoa Chamber of Commerce and Industry Inc. (SCCI) is a private sector organization and it has 290 registered members representing a cross sector of Samoa’s business community231. Its support consists in organizing the participation of Samoan SCCI members at trade fairs and exhibitions, doing advocacy work on their behalf, being the focal point of contact for the Government for Private sector issues. SCCI is managing a mentoring program financed by NZAid. WIBDI Inc. is a private sector organization - formerly an NGO financed since 1992 by NZAid and supported by Oxfam. In addition to the microfinance scheme mentioned above, WIBDI is managing value chain operations involving supporting farmers to produce value-added items such as coconut oil, dried bananas, etc., and sell them to international markets. WIBDI is acting as an intermediary. As funding has stopped WIBDI is a private sector enterprise with a social and solidarity aim. Worth noting, WIBDI has ‘internationalized’ its operations involving farmers from Solomon Islands, Fiji and Tonga. Small Business Enterprise Centre (SBEC) provides a range of BDS advisory services and training. It has been established with financing from NZAid. In parallel BDS, SBEC manages a Small Business Loan Guarantee Scheme whose aim is to provide access to



Samoa Chamber of Commerce and Industry Inc., Annual Report 2013.
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finance to small rural and urban entrepreneurs, women and men, from all sectors of the economy. The Ministry of Women, Community, Sports and Development provides financial literacy and business training to women in business. It does not have a program focusing on SMEs. In the past microfinance the Ministry through the Development Bank of Samoa also made services available to women, but this is currently no longer the case.
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8 Tonga Government’s role in promoting Women’s SMEs The Tongan government has embarked on a new strategy to support micro, small, and medium enterprises, which represent about 80-90 percent of all businesses in the country. In 2013 the Government provided a TOP 1 million grant to support production in tourism and in 2014 it announced that TOP 13 million will be made available through the Tonga Development Bank (TDB) at subsidized interest rates (1-4 percent p.a.) for selected projects in agribusiness, tourism, production. The Ministry of Commerce, Tourism and Labour released the first SME Policy in 2013. The document contains the official definition of MSMEs, based on the number of employees and turnover as indicated in Table 1. Tonga has also taken significant steps to strengthen its investment climate, resulting in a ranking of 57th out of 189 countries in the World Bank’s Doing Business 2012 Report. The same report ranks Tonga as the 42 nd country in terms of starting a business and the 55th for getting credit – which are among the best ranks in the six PIC of the current study. The World Bank ranks Tonga in the ‘upper middle income’ category232. Table 8.1: Definition of MSMEs Criteria No of Employees (paid) Annual turnover (TOP)



Large > 25 > 200,000



Medium 15 to 25 100,000200,000



Small 6 to 15 30,000-99,999



Micro 1 to 5 < 30,000



The SME Policy addresses seven main challenges for MSMEs growth in Tonga. Out of these challenges, two are particularly interesting for our study: 1) improving access to finance, and 2) strengthening the BDS sector. The SME Policy does not contain any specific approach or recommendation to support women in business. However the Government has recognized women’s contribution to the economy and the importance of supporting female owned businesses with value chain interventions and business incubators. The Government follows an inclusive approach seeking to link community producers to local and international markets and recognizing the need to develop entrepreneurship skills at community level. The Ministry of Commerce, Tourism and Labour (MCTL) has recently created a special division responsible for establishing value chains and to provide BDS as needed. A particular emphasis is placed on value added production and exports as well as on incorporating the informal sector into the formal one. Tourism is singled out as a high priority sector of the economy. The government has adopted policies to promote women’s interests, such as the National Policy on Gender and Development, which was approved by the Government in 2001. It aims to achieve Gender Equity by 2025: ‘That all men, women, children and the family as a 232



http://data.worldbank.org/country/fiji consulted in October 2014
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whole achieve equal access to economic, social, political and religious opportunities and benefits”. To do so the adopted strategy is: participation and partnership of men and women in all spheres of life, religion, society, politics, economics and culture. The Action Plan for the Gender and Development Policy identifies ten areas for examination, including Gender and the Private Sector. This area refers to gender equity in terms of access to business opportunities through provision of business advisory services and by way of monitoring access by women to formal credit and informal micro credit233. Two drawbacks affecting business in general, including SMEs are to be highlighted: 1) at the present time Tonga has no bankruptcy tax - an issue that is expected to be tackled in the near future and 2) women are not allowed to hold titles to land (under the constitution) – which is affecting their borrowing ability including as SME owners as banks in general require land as collateral. The latter places women at a disadvantage as compared to men business owners.



The Socio-cultural Context and its Impact on Women Entrepreneurs Tonga has the smallest surface (750 km2), number of inhabitants (105,000) and GDP (466 million) out of the six PICs of the study (Annex 2234). It is ranked 186th out of 192 countries (by whom?) for the size of its economy (GDP 2013) but has one of the higher per capita incomes in the Pacific region at US$4,427235. Tonga is the only island country in the Pacific region to have avoided formal colonization and is also the only constitutional monarchy. Tonga is a Polynesian country where women enjoy a better social status then in Melanesia. Women and men have a relatively high level of education, with over 99 percent literacy rate, and higher education including graduate degrees obtained mostly overseas. Tongan women and men also have equal access to education and health care, and are fairly equal in employment. Women have a participation level in employment at 54 percent and their share in wage employment is about 36 percent (Annex 2 on employment figures). Tonga’s culture is founded on the concept of rank. This particularity affects every aspect of Tongan life, and sets the tone for all day-to-day interactions and responsibilities. Tonga remains a traditional patrilineal society, and the male is head of the household. He is also the decision maker and the breadwinner of the family. Men are ranked higher than women, but within a family, sisters are ranked higher than brothers. Women are highly regarded and the highest ranking woman, the oldest sister in the family, holds a prestigious position. The traditional role of women has been based on their status as sisters or aunts, known as “fahu.” Traditionally, women were expected to be mothers and homemakers. Men do the heavy tasks including farming and fishing. A significant proportion of Tongan women now participate in paid employment, income generating and community activities, and
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IFC Tonga Gender and Investment Climate. 2010 Table/Annex 2 provides comparative information on selected indicators, including the ones mentioned in the text, across the six PICs of the study 235 http://data.worldbank.org/indicator/NY.GDP.PCAP.CD consulted in October 2014 234



108



development programs, in addition to their household chores. Employment data236 indicates that 44 percent of the total workforce (15,508 out of 35,290 Tongans) are in wage employment or operate businesses, and of those 37 percent (5,690) are women - much less than men. Women are also occupied in farming, fishing, and handicrafts mainly for sale; subsistence farming/fishing/mainly for consumption, at higher rates than men (representing 23 percent of women’s labor participation and respectively 39 percent), suggesting that like in the other PICs of the study women are the main food providers. Women enjoy a relatively prestigious place in Tongan society, which is also reflected in the fact that a number of women hold high positions in both private and public sectors. For instance several heads of government departments, of TDB and of the Tongan Chamber of Commerce encountered in the course of the field study were female. In terms of business this translates in women’s ability to own and manage even large companies and engage in sectors traditionally considered to be male domains. For instance Charlotte Cooker, featured in a case study, runs a conglomerate business involving construction, stevedoring, and shipping. Cherie Aho and Susana Marinea, participants at a focus group discussion in Nuku’alofa, run their separate customs brokerage businesses. Despite the relative freedom that women enjoy in Tonga, there are also clear limitations and inequities. Particularly constraining is the fact that Tongan women are not allowed under the constitution to own land. At the same time, just as in all the other countries under review, Tongan women and girls are victims of domestic violence. A national study reveals that 33 percent of women interviewed reported having experienced physical violence in their lifetime. Variations exist between Tongatapu and the other islands geographical areas, and more strongly, between educational levels of the respondents237. HDR UNDP 2014 ranks Tonga as a ‘medium human development’ country 95th of 186 countries.



A Review of Women’s SMEs 8.1.1 Methodology The research was conducted using qualitative and quantitative methods, including focus group discussions, individual interviews, case studies, and a survey tool to collect information on women’s businesses, access to and usage of financial and non-financial services. A total of 18 questionnaires were completed. The purpose of the questionnaire was to collect baseline data and to get a comprehensive view of the drivers and obstacles encountered by women in SMEs when starting up and growing their companies. One focus group discussion (FGD) was held in Nuku’alofa, with women entrepreneurs. The FGD was organized with the help of WISE and it was held on the premises of the WISE president’s hotel. Four Case studies were compiled based on in-depth interviews with women in SMEs. The list of participants to the two FGD sessions is presented in Annex 5.
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2006 Census of Population and Housing National Study on Domestic Violence Against Women in Tonga, 2009/2012, p xxiv
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This is a demand driven study and it attempts to analyze the characteristics and features of women’s SME in different industries and economic sectors in Tonga and assess their constraints in starting and growing their businesses. However, time constraints enabled the consultants to interview only a small sample of women involved in SMEs active in the capital city and its surroundings. As such, our findings provide some anecdotal evidence of women entrepreneurs’ needs and preferences regarding financial services, but cannot be considered conclusive to draw definitive patterns about the population’s financial behavior. The primary and secondary research was complemented with information collected through consultations with various SME stakeholders including financial institutions representatives and business development service providers, that offered additional and useful insights on businesses’ access to and usage of financial services. Primary data was collected during a nine-day mission to Nuku’alofa, Tonga from September 5th to July 13th 2014. The fieldwork included meetings and interviews with over 40 stakeholders from a variety of sectors, including women involved in SMEs, government, and NGO representatives, donors, business associations, financial institutions and business support providers. Annex 5 provides details of the sectors and people interviewed. 8.1.2 Number of SMEs Tonga Chamber of Commerce and Industry (TCCI) has a total of 150 members - out of which 95 are active. Of the active members, 35 are women (37 percent). As noted earlier, MSMEs are estimated to represent 80-90 percent of all companies in the country. No precise statistics about numbers of companies and disaggregation by size and by sex seem to be available. In addition there is a dearth of research concerning the informal sector. A study undertaken in 2010238 sheds some light on the latter indicating that the informal sector is estimated to be 3 times the size of the number of registered formal businesses in the Pacific region. A World Bank research, ‘SME Market Assessment in Vanuatu, Samoa and Tonga’239, finds that in Tonga there are 2,885 total registered businesses, all of which are estimated to be SMEs240. Using this data and following the assumption of the 2010 study mentioned above, it could then be inferred that in Tonga there are about 8,700 informal businesses. Table 8.2: Number of SMEs in Tonga Total Registered Businesses 2,885 Estimated SMEs 2,885 Estimated Tourism SMEs 330 Estimated Tourism Informal SMEs (approx. 3x formal) 990 Source: WBG Briefing Paper SME Market Assessment in Vanuatu, Samoa and Tonga, 2012
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IFC-McKinsey SME Finance Gap Mapping Study, 2010 http://www.forumsec.org/resources/uploads/attachments/documents/FEMK.11%20%20Regional%20Facility%20to%20Assist%20with%20SME%20Financing.pdf 240 SMEs covered in the study included businesses registered with government authorities with a turnover of AUD$50,000 to AUD$1,0 million and/or with 5 to 50 employees 239
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With the new SME policy and the official definition of the enterprise size, data collection and dissemination is likely to improve. According to the Tonga Chamber of Commerce, women’s businesses are involved mostly in retail/ wholesale, tourism/ hospitality, banking, finance and insurance, and accountancy and consultancy services. Men’s businesses are primarily involved in communication, manufacturing, power distribution/ generation, construction and building services, and others such as refrigeration/ engineering, architecture, accountancy and consultancy services, agriculture/agricultural exports, banking, finance, insurance and media. 8.1.3 Summary of Findings – Baseline study The majority of the women interviewed are over 36 with more than half (56 percent) of them between 36-50 years old, about a third (33 percent) over 50 and the smallest group, 11 percent between 21-35 years old. As in all other countries reviewed, the majority of our sample is married (61 percent). Widows and divorced women make up 17 percent and 6 percent of the sample, respectively, and the remaining 17 percent are women that never married. Over half of the women (56 percent) have tertiary education, 22 percent have completed secondary school, and 0 have primary education only. In addition 17 percent indicated ‘Other’ and 6 percent ‘No data’. This is in line with Tonga’s average education levels, which as pointed out earlier are quite high. The vast majority, 78 percent of the respondents have prior working experience. More than half (61 percent) had worked for over 10 years before becoming entrepreneurs, 17 percent had worked for 6-10 years, and another 17 percent for 5 years or less. Slightly less than a half of the interviewees registered their enterprise in their name (44 percent). About 22 percent of them own 100 percent of the shares, while 17 percent own 50 percent; 22 percent own from 26-49 percent and 17 percent own from 51 - 99 percent. Most of them incorporated their businesses (89 percent) and more than a half of them (61 percent) indicated that the registration process was easy. Almost half of the women have registered their business as a company (44 percent), 22 percent as a sole trader, 17 percent as other type of business and 6 percent as a partnership. Almost half of the women interviewed work in the services sector (44 percent of the respondents) while 28 percent are active in retail, 17 percent in manufacturing and 11 percent in wholesale. About two quarters of the respondents (61 percent) own established businesses, with the 39 percent being in business for more than 21 years and 22 percent for 6-15 years. Start-ups (those that have been in business for three years or less) represented about 17 percent of the sample. This is a consequence of the way the sample was chosen - either referred through WISE241 or other stakeholders – and does not necessarily reflect the women’s business sector in Tonga. 241



Women In Sustainable Enterprises (WISE) is a women’s network created about four years ago with IFC support. It promoted and financed the start up of several women in business groups around the Pacific region and has been able to sustain itself over time and increase its membership base
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As most women entrepreneurs in the sample run established businesses, they tend to employ a fairly large number of people. If using the official definition, most of the sample would be categorized as small, medium, or large businesses. Truly, forty percent of them have 6-20 employees, and over 20 percent of them have 21-50 employees. Close to forty percent are microenterprise, employing 5 people or less. 8.1.4 Access and Usage of Financial Services There are three private commercial banks in Tonga (ANZ, Westpac, and MBF), one government-owned bank (TDB), 237 semi-formal finance companies registered with the Ministry of Commerce but not supervised by the Reserve Bank of Tonga, and 37 credit unions. Coverage of retail financial services is about 80 percent242. MSMEs often identify “lack of access to finance” as one of the major constraints they face, second only to infrastructure as it was mentioned in a recent MSME workshop. As stated in the SME Policy, on the average the cost of finance in Tonga seems relatively reasonable when compared with other countries in the Pacific, however several structural factors limit the availability of finance to the MSMEs. The prevailing perception is that financial institutions see MSMEs as high risk, and are consequently inflexible in terms of collateral they accept and repayment terms. Most of the entrepreneurs interviewed in the course of the field study across the six PICs indicated that they financed their start-up with their own capital, as it is the case in Tonga where 56 percent of the respondents had done so. Smaller numbers of them, respectively 11 percent indicated that they incurred bank debt and another 11 percent accessed informal finance to start up their enterprise while 6 percent used partner’s capital to do so. Slightly more than half of the respondents indicated being able to access financial services as needed (61 percent). More than a quarter (28 percent) of the respondents indicate having a bank line of credit. This is most likely because the group surveyed is constituted in majority by established SMEs and many have been in business for several years, which implies that they have established a bank record and have probably the assets required to access finance. Discussions with the owners of new enterprises however point out to their difficulty in accessing finance. If their assets are tied up on another bank loan for personal consumption for instance, taking a second credit for their business is not possible. This is the case of Jessica, featured in a Case Study. Jessica took a 20 year mortgage loan to build her house and can not take a second, small loan (US$ 10,000) to buy a piece of equipment to develop her business. This is because all her assets are tied up as collateral to her mortgage. For start-ups it is nearly impossible to get a loan without the required high levels of capital – as it is the case in most places, but also for new businesses such as Jessica’s this seems impossible. It is worth pointing out that in Tonga commercial banks do not extend credit to start-ups, while TDB does.
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ADB project report, Tonga central bank reports, 2010
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When asked about the reasons preventing them from accessing bank finance, respondents indicate too high interest rates (28 percent of the respondents) and lack of security (28 percent) as preventing them from accessing financial services. A 2009 IFC Tonga Country report indicates that banks set collateral requirement levels at around 200 percent of the loan amount, which is about 30 percent higher than the combined global and regional rate243 - and as high as in Vanuatu and Samoa based. This makes access to finance very difficult for people who lack assets, and disproportionately affects women as they are precluded from land ownership. Women can however own leases or sometimes husbands can give them leases on which they can borrow using them as collateral. The FGD showed that women (and men as well) are obliged to slow down their business expansion for lack of financing, considered to be too expensive and difficult to access via banks. Westpac seems the most popular financial institution for many women entrepreneurs, although a number of interviewees indicated that their application processes are too long and complex. Westpac’s loan portfolio – as reported by the Westpac bankers interviewed in the course of the field study - was TOP 40 million in 2013, divided equally into large companies, including state-owned enterprises, and SMEs (it is not clear under which definition). It is estimated that half of the SME lending is either to women owned companies or enterprises where women are heavily involved in management The bankers stressed the difficulty of ascertaining the number of employees as in many companies several of the family members are occupied but not paid and hence not part of the formal employment. Westpac seems to be more flexible than what suggested by IFC’s 2009 study on access to finance in Tonga. Loan requirements – as indicated by Westpac bankers - are half those indicated in the IFC benchmark: 75 percent collateral and 25 percent cash equivalent. Also, company assets, such as factory buildings, machinery, equipment, and movable assets are acceptable as collateral. TDB serves the low-income market and is the only bank with branches in outer islands and the only one that lends to start-ups. However, the bank seems to serve a very small number of women entrepreneurs, as indicated in table 3244. Since the beginning of 2014 there have been only 6 loans to women’s SMEs, representing less than 1 percent of total number of accounts and 4 percent of women’s portfolio. Table 8.3: TDB’s Loans to Women’s SMEs – August 2014 Women Percentage of Women SME Percentage of Total Accounts (loan bal. btw Total Women 50k-100k) accounts By number of accounts 1,170 34 percent 6 0,51 percent By portfolio balances 10,327 20 percent 437 k 4 percent Source: TDB, September 2014
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WBG 2009 Enterprise Benchmark survey Indicators, Washington DC It is worth noting, the definition of SMEs of TDB is not aligned with the one spelled out in the SME Policy which is most certainly going to by used by TDB in the future. TDB defines SME in terms of loan amounts what the new SME Policy defines as “Small”. This implies that TDB may in fact have more SME women borrowers that are not captured in the above table. SME loan amounts are comprised between TPO 50,000 to TOP 1,000,000. 244
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Another important player in the Tongan financial sector, South Pacific Business Development (SPBD) is a microfinance institution established operation in Tonga in 2009 that offers savings and credit products to women. Modeled after the Grameen Bank, it has operations in several pacific countries (Samoa, Tonga, Fiji, Solomon Islands) and has built a customer base of 7,000 clients in Tonga. SPBD has come under public criticism for its high interest rates (24 per loan term, usually five months) but its growth despite its costs seems to indicate that there is appetite among women for quickly borrowing without collateral requirements. Table 8.4: Barriers to finance and BDS identified during the FGD with WISE members Access to finance Access to BDS  High levels of collateral  TBEC provides free training – as members of WISE – so no cost restraint – yet not enough  High interest rate (13,5 – 17 percent for an women avail themselves from this overdraft) opportunity  Long, cumbersome process of loan approval  Few women entrepreneurs demand BDS; (with intense paper work) and high fees, e.g. they find that they do not sufficiently TOP 200 per loan application which is lost if understand the merits of BDS for the the loan is rejected business – more educated women see the utility in accessing BDS and do so



8.1.5 Business Development Services Tonga Business Enterprise Centre (TBEC) is a facility under the Tonga Chamber of Commerce and Industry245 that provides BDS for the private sector. Its services include: business advisory services, mentoring, training. Some are financed by grants. Started in 2010 TBEC is fully funded by NZAid until 2019. WISE is a member of TBEC. As the informal sector is quite significant in Tonga - estimated to generate 17 percent of GDP - TBEC is aiming to reach out to community groups active in the outer islands and mostly made up by women (95 percent). Sixty-one percent of the women respondents say they access BDS and only 28 percent indicate they did so before they started their business. Asked about what prevents them from taking BDS, a third (33 percent) indicate not knowing what BDS is about; for 11 percent the BDS offer is not available; for 6 percent it is inadequate, and for yet another 6 percent it is time consuming. There seems to be a ‘disconnect’ between TBEC and its market, in this case some WISE women members who are less educated and informed about the business terminology and who end up not taking advantage of BDS because their feelings of inadequacy or incomprehension of the content of the training. While some women do take advantage and benefit from BDS thanks to their former education or work experience, some do not.
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The Tonga Chamber of Commerce and Industry (TCCI) is incorporated as a charity (non profit organization). Its executive committee is made up of 12 women and 2 men and it is chaired by a female professional and successful business owner. This is likely to foster ties between WISE and TCCI’s members
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Access to BDS and access to finance go hand in hand. Clients cannot access business loans if they do not understand what is a business plan and if they do not have solid financial statements. As such, increasing access to BDS could help familiarize women with banks’ lending requirements and support them in their loan application processes. TBEC should adapt its provision to businesspeople with lower levels of knowledge of business and teach in the local language and use English business expressions only after having explained them well to the audience and perhaps run classes for men and women separately to avoid feelings of inadequacy on the part of women. The field study showed that family support is very important for women in business - both emotionally and to reduce their workload at home. Community support can often be more difficult to secure for women entrepreneurs. Those women who had studies and/or worked abroad, mainly in New Zealand and Australia seemed more interested to share what they learned with other businesswomen. Others were more reluctant to do. A successful businesswoman, who is a widow, recounted that she felt silently being accused “how dare you be successful without a man?” and that women are sometimes the most keen to preserve tradition, perhaps because they feel jealous of other women’s achievements while they ‘stay at home conforming to the old ways’. Overall, some men are supportive of women in business while others feel threatened by their success and they invoke women’s traditional roles to hold them back, making it hard for businesswomen to succeed. In Tonga 44 percent of the women interviewed indicated being part of a professional network. Many women pointed out that the advice and encouragement they receive from WISE members is beneficial for them in running their business. Although women have a high status in Tongan society they still have to follow traditional roles and values which dictate their behavior such as ‘faka'aki'akimui’ i.e. humility. As a FGD participant who helps start-ups on a voluntary basis explained that this word ‘does not mean humility, instead it means you are being brainwashed or manipulated - to be this small person and remain small because you don't deserve any better’. Worldwide research246 on women entrepreneurship confirms that women benefit greatly from their involvement in a business network, as they trend to prefer family and friends for consultations in business whereas men know how to access business advise. WISE seeks to bridge the gap between micros and small and medium sized businesses with the belief that this is likely to boost the business for all women involved. It also has the intention of developing its activities in the outer islands where women do not benefit from such a network with the aim of creating linkages and encouraging them to operate better, larger businesses. WISE needs input in governance and institutional development to set a firm bases for a helpful support organization for women young and old aspiring and actual entrepreneurs. The Youth Congress (YC) is an interesting organization as a future incubator for women in MSMEs. With a membership base comprised of mostly females aged 13-35, YC has 10,000 members throughout the country. YC carries out several economic initiatives including in microfinance, jointly with TDB. YC has linkages with WIBDI, a Samoa based organization that links producers to the market and facilitates producers’ organic farming accreditation. It is 246



Global Entrepreneurship Monitor
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worth mentioning that TCCI supports youth groups through its Youth and Business Challenge Program tailored after the NZ young enterprise scheme - a welcome initiative in a country where the youth form a large proportion of the population. Perhaps some of the youth would like to become entrepreneurs and WISE can help them. WISE could develop a subgroup for the youth.
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Annex 1. Summary: Key issues affecting Women’s SMEs Issue / PIC Government policy on SMEs & support to women in business



Sociocultural



Access finance



PNG SME policy under revision (final version not available) Government initiative to support women in SMEs via NDB



Fiji SME policy not available There is an official definition of MSMEs since 2006



Solomon Is SME policy released in 2014 but genderblind Definition of SMEs available



Vanuatu SME under revision (final version not available) Definition of MSMEs available



Samoa SME policy not available but in process of approval



Tonga SMEs policy available released in 2014 but gender-blind Definition of MSMEs available Government initiative to support MSMEs via Tonga Development Bank but no policy on women in business Insufficient focus on MSMEs, including on women in MSMEs – as over the last twenty years or so, governments (and donors) focused support for women in business mainly on women operating in the informal sector and access to microfinance; over the last five years or so, increasingly the attention is being shifting on MSMEs and women in MSMEs (e.g. PNG, Fiji and all the PICs in the study who elaborated their first SME Policies over the last few years – SI, Vanuatu, Tonga – or are about to release one – Fiji, Samoa. Melanesia Polynesia Melanesia: Melanesia: Melanesia: Melanesia: Women Polynesia: women Polynesia: women Women have a Women have a Women have a have a lower status cover high cover high positions in lower status then lower status then lower status then then men in society positions in the the public sector men in society men in society men in society “You marry me, you public sector “faka’aki’akimui” Bride price “Patriarchal “Women should marry my family” Men are decision- Humility is suitable for Polygamy society, very male not stick out” makers women dominated; the use of tradition, culture, religion to keep women entrenched” to No MSME women dedicated bank scheme – with the exception of PNG – some PICs have SME schemes Fiji, Samoa High collateral requirements Movable assets are not eligible as collateral (although reportedly they sometimes are, such as in Samoa); Bank officers do not know how to address MSMEs borrowers, having been used to manage large accounts; women MSMEs owners often are dissatisfied by how bankers (especially men) treat them: they feel “ill at ease”, “feel small, not daring to ask information”
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BDS Legal



Domestic Violence Social Obligations



which at the end discourages them from accessing finance. Some women suggested having ‘women banks’, others wish to have women bankers rather than men, because “they understand them better’ Available to various degrees – in quantity and quality and spread outside the main city/es across the PICs – it is overall insufficiently developed Women tend not to own land; most land is community owned throughout the 6 PICs; whereas in Tonga women are prohibited to own land by constitution – changes in legislation are called upon to give equal treatment to men and women in land ownership Legislation to create an enabling environment for conducting business for women (and men) in SMEs – SME Policies, measures aiming to support SMEs and in general private sector reform inclusive of MSMEs - business law reform, company law, Secured Transactions, Customs reforms, SOEs reforms, tax reforms, public-private partnership ensuring a larger participation of local enterprises on being sub-contracted, bankruptcy laws Legislation on labor law including equal rights for women and men Legislation to enshrine in the constitution equal rights for women and men; gender budgeting, gender mainstreaming across and build in mechanisms to ensure implementation and progress monitoring Legislation to protect women, girls and children against domestic violence (e.g. Fiji - a good practice example) Widespread violence against women and girls - Somewhat socially acceptable – including in Polynesian countries where women traditionally enjoy a higher social status than in Melanesian countries High cost Family/ obligations/Wontok , Kastom, Church, bride price,



High cost Family/ High cost Family/ High cost Family/ obligations, Wontok obligations Wontok ‘kerekere’, obligations, Kastom practices diverse by ethnic group



High cost social High cost obligations: Matai, obligations: Church, Family, Family ‘fa’alavelave’



social Church,
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Annex 2. Comparative selected data on 6 PICs Melanesia



Polynesia



PNG



SOL



FIJ



VAN



SAM



TON



732,100



561,200



881,100



252,800



190,400



105,323



Surface area (sq 462.840 km2)248



28,900



18,270



12,190



2,840



750



Total GDP 15,289 249 2013 (Millions 116/192 US$)



1,096 176/192



4,028 157/192



835 179/192



694 183/192



466 186/192



GDP per 2,088 250 capita (US$)



1,954



4,572



3,303



3,647



4,427



Annual GDP 8.7% 251 Growth (2012)



4.9%



2.2%



1.8%



2.9%



Income Level252



Lower middle income



Upper middle income



Lower middle income



Lower middle income



Upper middle income



Employment to NA population ratio253



23.1%



50.3%



67.6



48.2%



50.6%



Female labor 71% force participation254



53%



38%



62%



23%



54%



Share of women 30.8% in wage employment255



30.8%



29.6%



38.9%



36.7%



35.6%



Population247 2013



Lower middle income
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http://data.worldbank.org/country/fiji consulted Oct 8, 2014. http://data.worldbank.org/indicator/AG.SRF.TOTL.K2 consulted Oct 8, 2014. 249 http://databank.worldbank.org/data/download/GDP.pdf consulted Oct 8, 2014. 250 http://data.worldbank.org/indicator/NY.GDP.PCAP.CD consulted Oct 8, 2014. 251 http://data.worldbank.org/country/fiji consulted Oct 8, 2014. 252 http://data.worldbank.org/country/fiji consulted Oct 8, 2014. 253 Basic 2013 Statistics, ADB – MDG latest available year (% of population aged 15 years and above, 2011). 254 http://data.worldbank.org/indicator/SL.TLF.CACT.FE.ZS consulted Oct 8, 2014. 255 Basic 2013 Statistics, ADB – MDG latest available year (in non-agricultural sector, 2010). 248
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Melanesia PNG Female/male literacy rate of 15-24 years olds256



Polynesia SOL



FIJ



VAN



SAM



TON



71.9% /65.1%



80% /90%



NA



94.4% /94.1%



99.6% /99.4%



99.6% /99.3%



Adolescent birth rate257



70%



70%



31.1%



92%



28.6%



15.9%



Average monthly salary258 (US$) if not otherwise indicated



Minimum wage K320 (US$ 1.30)



Minimum wage WST 2.00/hr (US$ 0.84) For workers in the private sector WST2.30/ hr For workers in the public sector



There is no set minimum wage



Minimum Minimum Minimum wage wage wage SBD$1.50 2F$/hr VT 170/hr /hr (US$ 1.07) (US$ (US$ 0.20) 1.83)



Average monthly wage 2,200 US$



Doing Business, WBG 2014 See Annex 6 for details



113/189



97/189



62/189



74/189



61/189



57/189



- Starting a business /189



101



82



126



141



33



42



- Getting credit /189



86



86



55



55



130



55



256 257



Basic 2013 Statistics, ADB – MDG latest available year (2010) Basic 2013 Statistics, ADB – MDG latest available year (live births per 1,000 girls aged 15-19 years, 2009)
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http://www.averagesalarysurvey.com/article/average-salary-in-papua-newguinea/15011034.aspx consulted Oct 8, 2014 120



Melanesia PNG HDR UNDP 2013 Ranking over 186 countries Human Development Index259 2012 Gender Inequality Index 2012



Polynesia SOL



FIJ



VAN



SAM



TON



Low Human Dev 156



Low Human Dev 143



Medium Human Dev 96



Medium Human Dev 124



Medium Human Dev 96



Medium Human Dev 95



0,466



0,530



0,702



0,626



0,702



0,710



Rank 134 Value 0,617



NA



NA



NA



NA



Rank 90 Value 0,462
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HDI is a composite index measuring average achievement in three basic dimensions on human development: a long and healthy life, knowledge, decent standard of living, HDR 2003
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Annex 3: Employment data on ADB 6 Focus Countries Papua New Guinea



Fiji



Solomon Islands



Vanuatu



Samoa



Tonga



• About 73% women over 15 are economically active (about 1.22 million) – most of them are estimated to be subsistence workers • About 55-60% of girls and young women (15-24) are estimated to be economically active (about 320,000) • About 38% of women are employed (approximately 105,000), at roughly the same rate in urban and rural areas • About 40% of working women are either self-employed or subsistence workers (approx. 41,000), and about 60% are wage workers • In rural areas, only 35% of working women earn a wage • 31% of girls and young women (15-24) is employed (about 78,000), with 46% of 20-24 year-olds • 70% of women business owners are active in urban areas • About 23% of the population aged 15 years and above is employed • Female labor force participation represents 53% • The share of women in wage employment in non-agricultural sector is about 31% • 20.8% of men are employed in paid work vs. 11.3% of women • About 8% of women run their own business vs. 9.5% of • About 68% of the population aged 15 years and above is employed • Female labor force participation represents 62% •The share of women in wage employment in non-agricultural sector is about 40%; • About 20% of women over 15 are employed (approx. 11,000) with 72% of them in rural areas • About 14% of working women are self-employed • 85% of women are in full-time paid employment, 1/3 of them in the Apia urban area • 43% of women receive income but didn’t disclose their occupation (remittances might account for large part of this) •13% of total girls and young women (15-24) are employed (approx. 2,100) – 19% in Apia urban area •About 51% of the population aged 15 years and above is employed • Female labor force participation represents 54% •The share of women in wage employment in non-agricultural sector is about 36%;



Source: IFC PMI Gender Strategy, 2012 based on: Samoa Household Income Survey 2008; Fiji Household Income Survey 2008-2009; World Development Indicators Database; PNG Household Income Survey 2009-2010; Vanuatu, Solomon Islands, Fiji ADB Basic Statistics 2013
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Annex 4: List of meetings held



Organization



Name of Representative FIJI



1



ADB



2



Reserve Bank of Fiji



3



Ministry of Industry and Trade



4



Ministry for Social Welfare, Women & Poverty Alleviation Fiji Development Bank



5



Caroline Currie Dr Priya Chattier, ADB Consultant Christina Rokua Sameer Chand Vereimi Levula Maciu Lumelume Ramesh Chand, Department of Cooperatives National Center for SME Development (NCSMED) Arieta Matalomani Moceica Aradhana Sharma Suva: Pene Nataniela Lote Raboila Uraia Rasake Nadi: Raphael Lal Lautoka: Raj Chand David Lamotte Satoshi Sasaki Sereana Rokoika Dr Rawwida Baksh Vilisi Velbataki (PIM) Howard Politini/BSP and PIPSO Suka Salusalu Winifred Gauna Ashwin Gounder



6



ILO



7



UN Women



8



11 12



Fiji Commerce and Employers Federation (FCEF) PIPSO National Training & Productivity Centre (Fiji National University) NCSMED Cooperative College of Fiji



13



Women in Business nework



Dr Nur Ali, Jinita Prasad



14



Westpac



Eseta Nadakuitavuki, Suva Bola Dokoni, Namaka



1



ADB/PSDI



9 10



Ravi Chand Nanise Qaranivalu



PNG Marcello Minc, Country Director, PNG Resident Mission Vijaya Nagaranjan, PSDI Rosanda Kora, PSDI Anthony Frazier, PSDI Terry Reid, PSDI Saumya Mitra, ADB/PSDI Consultant
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Strategy and Economics, PSA PNG Dominic Sikakau, Operations Officer Acceess to Finance Advisory Services IFC East Asia and Pacific Serah Sipani, Trade and Competitiveness, POM Dennis Konu, Manager Segment SME Gim Kepi, Manager – Women’s Banking Trudi Egi, Head of Sales & Customer Service Tony Westaway, CEO Alethia Jimenez, Programme Specialist Safe Cities Programme Team Leader Elizabeth George, Executive Assistant (Small Medium Enterprise Branch) Joseph Kavie, Department of Trade, Commerce and Industry Maria Kalap, Women in Business (WIB) Coordinator, Business Development Services Division, Small Business Development Corporation (SBDC) Lesieli Taveri, General Manager, Origin Energy, and President of the Coalition of Women



2



IFC



3 4



BSP Nationwide Microfinance



5



UN Women



6



Department of Commerce and Industry



7



Coalition for Women in Business



8



Port Moresby Chamber of Commerce and Industry



David CA. Conn, Esq. CEO, Port Moresby Chamber of Commerce and Industry



9



National Council of Women



Lily Tua, President TONGA



1 2



ADB/PSDI Ministry of Commerce, Tourism and Labour



Vij Nagarajan Distaquaine Tu’ihlamaka Salote Vaimoana, Taukolo Tevita ??



3



Tonga Development Bank



Leta Kami



4



Westpac



5



National Reserve Bank of Tonga



Daniel Henson Alvina Tuinukuafe-Manu Ana Kavaliku Ungatea Latu Josephina Maileseni



6



Tonga Chamber of Commerce and Industry (TCCI)



Aloma Johansson Viliami Tokau



7



Tonga Business Enterprise Centre (TBEC)



Victorina Kioa



8



New Zealand Aid



Maria Reynen Clayton VANUATU
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1 2 3



ABD Vanuatu National Statistics Office Ministry of Justice and Community Services Ministry of Tourism, Trade, Commerce and Ni-Vanatu Business Melanesian Spearhead Group (MSG) Secretariat



Nancy Wells Andy Calo Seman Dalesa Saraken



6 7



UN Women New Zealand High Commission



Morris Kaloran Mikaela Nyman



8



Pacific Institute of Public Policy (PIPP)



Dulciana Somare Brash



9



Reserve Bank of Vanuatu



Peter Tari Merakali



10



Vanuatu National Bank



11



BRED



12 13



Westpac VANWOODS Microfinance Inc.



Jerry Ishmael John Aruhuri Monique Stephens Merah Patterson Lisa Leodoro Elizabeth Fano Bebe



14



Office of the Registrar of Cooperatives & Business Development Services



Ridley Manasseh Joseph Binson Henry



15



Vanuatu Chamber of Commerce and Industry



Astrid Boulekone Alik Berry Thompson



4 5



Mary Narfi Navaika Dr Peter Forau Molean Kilepak



1 2 3



SOLOMON ISLANDS ADB/PSDI Harrod Harrington IFC Seva Paiewskiy Central Bank of Solomon Islands Denson Denni Norma Qurusu



4



Ministry of Women



5



National Council of Women



Ewa Waghapou Ethel Sigimanu Caspar Joseph Faasalo



6



National Provident Fund (NPF)



Ruth Alepiah



7 8



BSP SPBD



9



SISBEC



10



West Are Rokotanikeni (WARA) SIDT Live and Learn



Tupou Holofaki Sandeep Lohani Ronald Prasad Liz Reece Joel Hounima Dr Alice Aruheeta Pollard



11 12



Association



Lampio Gerea Doris Puiahi SAMOA
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1



ADB/PSDI



Maeva Betham Vai Antonia Wong Caroline Currie, ADB Fiji Paul Holden, PSDI Andrew Simpson, PSDI Hon Fiame Naomi Mata’afa Alanna Seugamatupu Robert Wong Sin



2 3



Government of Samoa Ministry of Women, Community, Sports and Development



4



Auelua Samuelu Enari



5



Ministry of Commerce, Industry and Labour Ministry of Finance



6



Unit Trust of Samoa (UTOS)



Fiapaipai Justina Sau



7



Development Bank of Samoa



Susana Laulu



8 9



ANZ Westpac



10 11



SPBD Samoa Chamber of Commerce and Industry Inc.



Bernie Poort Cameron Penfold Mark Small Ajay Verma Ane Moananu Lote Lima



12



Small Business Enterprise Centre (SBEC)



Peseta Margareth Malua Alatina Ioeulu



13



Women in Business Development Inc (WIBDI)



Adimaimalaga Tafuna’i Alberta Vitale Kalais-Jade Stanely



Tupaimatuna Iulai Lavea
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Annex 5: Summary data on Questionnaires, Case Studies, and Focus Group Discussions in six PICs A. Questionnaires and Case Studies PIC Questionnaires Women MSMEs (e=completed electronically) in red support organizations SAM 1. Alberta Vitale, WIDBI 2. Aiufi Kelekolio 3. Vivienne Phillips 4. Dora Rossi 5. Fiti Leung-Wai 6. Lofi Leung-Wai 7. Mara Faletoese 8. Beverly Levi SOL



PNG RB



260



1. Stephanie Eta 2. Joyline Taaru 3. Jocelyn Lai 4. Patricia Sipolo 5. Jennifer Hoilopo 6. Kate Ahukela 7. Helen Fono 8. Karina Paenitala 9. Dalcy Tekulu (e) 10. Sol Bilano 11. Ethel Laulea 12. Julie Gegen Haro 13. Rose Isukana 14. Grace Ransi (e) 15. Rosina Agasi (e) 16. Pamela Zoleveke (e) 17. Ning Gabrino (e) 18. Olega Alice Sikini (e) 1. Mary Rose Maur 2. Linda Paru (e) 3. Maria Kialap, SBDC 4. Christina Tambagle 5. Joan Alua 6. Sara Kaia Okay 7. Alice Tamur 8. Julie Thoke 9. Martha Kaia 10. Cecilia Pepson 11. Jennifer Kelaga Bu (e) 12. Amanda Donigi



Case Studies



1. Beverly Levi, Amanaki Hotel and Fishermen business 2. Vivienne Phillips, Pacific Jewell 3. Fiti Leung-Wai, Samoa Stationary and Books Ltd. 4. Mara Faletoese, Inalani, Catering Long interview



5. 1. 2. 3. 4.



Dora Rossi, Milani Cafe



Dalcy Tekulu, Motel & cocoa exports Julie Haro, RE, construction Ethel Laulea, Business Center Solad Bilaro, FIESTA Restaurant, catering, shop, accounting practice



Long interview 5. Stephanie Eta, future ecotourism business



1. Jennifer Kelaga Bu, Hire Car, POM and Freight Forwarding Hagen 2. Linda Sincha Paru, Executive Director, Human Resources, HR Business Solutions (to be done)260 3. Mary Rose Maur, Shops, Lihir Island, New Ireland 4. Christine Tambagle, Hotel, Simbu Province and President Simbu Women in Business Association Long interview 5. Amanda Donigi, Pacific Pencil Ltd, POM



Interviewed by Vij Nagarajan.
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13. Gini Siaguru 14. Theresia Bob (e)



PNG RC



6. Martha Kaia, SAAH QUATTRO PACIFIC Ltd. 7. Julie Thoke, Managing Director, PNG Business Supply Limited and President, PNG Women’s Community Services Foundation



Emailed 25Aug2014 15.Alice Koito, POM,Co name? 16.Sarah Shelley, POM, Co Name 17.Name?, POM, Co Name 18.Martina Yambun, POM, Co Name? 19.Alice Apomei, Goroka, Co Name? 20.Barbara Takai Kaime, Goroka, Kaime Invesetment 21.Agnes Inape, ?, Co Name? 22.Grace Kaupa, Goroka, Co Name? Emailed 23Sep2014 23. Julie Kamuri, Stevens Lelea Development Ltd 24. Dora Fleming, Mgr. Complete Pest Control 25. Josephine Kenni, Sepik Village Tours 26.Marey Yogiyo, Bauka Women Coffee 27. Eare Bukva, Asumba Real Estate 28. Peni?? Co Name? 29.Kwina Ambang, Miles Lodge



FIJ



SUVA 1. 2. 3. 4. 5. 6. 7. 8. 9. 10. 11. 12. 13. 14. 15. 16. 17.



KalaraVusonivailata Sukia Tuimakalifano Neelam Maharaj Akanisi Vakavolokama Krystel Gough Vera Chute Prathiba Singh Api Kurusiga Ansu Litia Kama Balenaivalu Paula Koroivawai Jyoti Maharaj Larsa Lagilevu Ida Buksh Le pain de mie Grace Lorraine Evans



SUVA 1.Krystel Gough, Republic of Capucino Café 2.Neelam Maharaj, Friendly Mates Prathiba Singh (Beauty Salon) (PC) NANDI 3. Sima Sanjini, Local Fruits & Vegis Long interview 4. Amran Yusuf (Water Taxi) (PC) 5. Aileen Burness, South Sea Orchids LAUTAKA 6. Moira Solvalu John, 8Mountains Collections
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18. Topou Wata NANDI 19. Gina Nair 20. Tiri Naylor 21. Moreen 22. Una Tuamoto 23. Beatrice Nast 24. Temalesi Raikuna 25. Adiseva Lutumailag (Sova) 26. Aloesi Beggs 27. Sheryl Dora Louise Bale 28. Sima Sanjini 29. Moreen 30. Thanki Jayshree 31. Aileen Burness



VAN



TON



LAUTAKA 32. Moira Solvalu John, 1. Cornelia Wyllie 2. Mylene Tehei 3. Votausi Mackenzie-Reur 4. Martha Malosu 5. Leikin Karie 6. Carolyn Ernst 7. Easuary Deamer 8. Sandrine Wellez 9. Karen Russet 10.Ruth Carlot 11.Katrina Sali 12.Sue Green 13.Valerie Taylor 14.Nicole Karlosaruru 15.Rona Garae 16.Jenny Tasale 1. Cherie Aho 2. Toakase Panuise 3. S’Uhaina Keleniuvolu 4. Mina Mafi 5. Sr Keoma Finau 6. Christine M’Uta’astu 7. Silei Vea 8. Uinise Lolohea Sui 9. Seionala Atumal Tupou 10. Ofa Tui’kolovalatu 11. Susana Marinea 12. Siangana Palu



1. Sandrine Wellez, ACTIV Association; ACTIV Ltd,; Aeland Chocolate Manufacturers 2. Nicole Karlosaruru, JCK Clothing Centre 3. Rona Garae, Oils of Paradise 4. Jenny Tasale, Florabunda Long interview 5. Cornelia Wyllie, Vanuatu Direct (farm/foodstuffs)



1. Ofa Tui’kolovalatu, Uiha & Sons Group+Wise 2. Liz Sullivan, Davina Convention Centre and Billfish restaurant and Bar 3. Charlotte Cooker, Royco Amalgamated Long interview 4. Jessica Fry, Kenani Estate, cosmetics
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13. Tulima Finau 14. Maria Tonga 15. Lusia Latu 16. Liz Sullivan 17. Charlotte Cooker 18. Jessica Fry Total: 121



Total 32 long interviews, 24 Case Studies



B. Focus Group Discussions (FGD) 1. Focus Group Discussions in Apia, SAMOA Women MSMEs 1



Name Company name It was not possible to organize a FGD with women in SMEs



2



Support Organizations Name Alberta Vitale



Organization WIDBI



Aiufi Kelekolio



Development Bank of Samoa



2. Focus Group Discussions in Honiara, SOLOMON ISLANDS Women MSMEs Support Organizations 1



Name Stephanie Eta



Company name Eco-tourism resort



Name Topou Halofaki



Organization BSP



2



Joyline Taaru



Catering



Jan Edwards



3



Jocelyn Lai



Smal craft business



Lyn Pita Fa’Aruso



Salomon Islands Partnership Facility ANZ



4 5



Patricia Sipolo Florist, catering Jennifer Hoilopo Restaurant, food shop, JJA Enterprises



Eva Wagapu Caspar J. Faiasala



MWYCFA Solomon Islands National Council of Women



Ender Rence



Solomon Islands National Council of Women LLEE



6



Kate Ahukela



7



Helen Fono



Chips, banana & cassava crops Florist, Butcher shop



8



Karina Paineita



Florist, tailor, catering



Janet Lavinia Baniatawa Morris Rapaia



9 10



Grace Rani Elisabeth Mataki



Local jewellry Florist, clothing, catering



Jarrod Harrington Rodney Suibara



11



Jessica Assina



SIWIBA, Admin



12



Pamela Zoleveke



SIWIBA Coordinator & Media Business



13



Dalcy Tekolo



Red Mansion Comfort Inn accomodation & catering; Cocoa Export



Ministry of Commerce ADB PSDI SISBEC
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14



Soledad Bilaro



Fiesta Restaurant, catering, accounting practice



3. Focus Group Discussions (FGD) in Port Moresby, PNG Women MSMEs Support Organizations Name Company name Name Organization 1



Martha Kaia



M&A Energy Cooperation



Gima Kepi



Nationawide Microfinance



2



Julie Thoke



PNG Business Supply Ltd



Mea R Lou-Isaac,



3



Sara Kaia Ekali



Kerake Investment



Josephine Peter



4



PNG Business Supply Ltd



Pst Mike Filed



5



Zechariah Yakap (male) Alice Tamur



Vineyard Logistics



Rachael Onea-Cook



Kagora Women’s Association Ginagoada Business Development Ginagoada BusinessDevelopment POM CCCI



6



Cecilia Pepson



David Conn



POM CCCI



7 8 9 10



Amanda Donigi Jennifer By



Lenoke Women’s Association Pacific Pencil Ltd Pugar-Mell Ltd



Trudi Egi Martha Kaia Mary Kepak Cecilia Pepson



Nationawide Microfinance Shine Ministry PNG Shine Ministry PNG Lenoke Women’s Association



4. Focus Group Discussions in FIJI Women MSMEs Name Company name SUVA 19/08



Support Organizations in Suva Name Organization



1



Litia Kama Balenaivalu



Suka Salusalu



2 3



Anshu Lata Api Kurusiga



Hazel Kirkham Jinita Prasad



4 5



Akanisi Vakavolokama Vera Chute Laveti



6



Neelam Maharaj



7



Bimla Narayan



8



Krystel Gough



Lapita Marketing Enterprises



Fiji Commerce and Employers Federation (FCEF) & WEBC Learn.fast South Pacific Stock Exchange & WIB



Value City Ltd clothing Friendly Mates, Cleaning Services BW Holdings (Construction) The Republic of Capuccino operator



NANDI 22/08
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1 2



Aloesi Beggs Sheryl Dora Louise Bale Sova Lufunaigi Temaki Raikuna aspiring entrepreneur (canteen) Beatrice Nast (motorbike rental)



Westside Motorbike Rentals



6



Leilani Tokalautawa



Tokman Holdings Ltd (photography)



7 8



Moreen Tiri Naylor



nursery hospitality consultant



9 10



Amran Yusuf Una Tuamoto



water taxi property management software



3 4



5



11



Gina Nair FDB SME borrowers 12 Saroj Lata (canteen) 13 Sima Sanjini (produce seller retail and hotels) 14 Reshmi Lata (tailor shop)



15 16 17 18 19 20 21 22



LAUTAKA 25/08 FDB SME borrowers Nanise Tavutu Karalaini Dinai Mataiko Mareko Lusiana Ucakereilagi Biudole Tayaga Lusiana Hatuku Salaseira Varo Judy Sogoiwasa



Hotel Eqpmt Ltd Muffin Shack (cafe) transport



Gina’s Cake Shop



Market vendor Market vendor Handicrafts mkt Handicrafts mkt Handicrafts mkt Market vendor Tailoring/Jewelry Grog/2nd hand clothes



5. Focus Group Discussions in Port Vila, VANUATU Women MSMEs FGD 28/8/14 at ADB Support Organizations Name Company name Name Organization
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1 2 3 4



Cornelia Wyllie Mylene Tehei Votausi MackenzieReur Martha Malosu



5



Leikin Karie



6 7



Carolyn Ernst Easuary Deamer



Vanuatu Direct Scal Coiffure Lapita Cafe Ltd Port Vila Community Handicrafts Belair Airways & Belair Shipping Eden on the River Unity Airlines and Discount Rentals



FGD 2/9/14 at VCCI 1 2



Karen Russet Ruth Carlot



3



Katrina Sali



4



Sue Green



5



Valerie Taylor



6



Nicole Karlosaruru



7 8



Janet Forau Rona Garae



Ground Force Samasama Rainbow/Kindy School Pres/Care Jeka Co/The Summit Total Marine Solution Tradewinds Resort JCK Clothing Centre Sewing Oils of Paradise



6. Focus Group Discussions in Nuku’alofa, TONGA Women MSMEs Support Organizations Name Company name Name Organization 1 2 3 4 5



Cherie Aho Toakase Panuise S’Uhaina Kelenivolu Mina Mafi Sr Keoma Finau



6



Christine M. ‘Uta’astu



Goshen Customs Heilala Mahanga Langafanua Vaololoa Ahopanilolo Technical Institute



Uta’atu & Associates 7 Silei Vea Islands Customs Express Ltd 8 Uinise Lolohea Shi Feako’aki Art and Craft 9 Seionala Atumal Tupou Feako’aki Art and Craft 10 Ofa Tui’Kolovaty Uiha & Sons Group+Wise
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11



Susana Marinea



12



Siangana Palu



13 14



Tulima Finau Maria Tonga



15



Lusia Latu



Matavaimaui Custom Broker Siangana Travel & Gateway to Paradise Tour Kolofo’on Tui Interanational Meat Shop; Selas Guest House LL Consulting Ltd.
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Annex 6: International Comparisons of the ease of business transactions focusing on the six PICs Table: Ranking on the six PICs on the ease of doing business (World Bank 2014)



9



Country



Fiji Samoa Solomon Islands PNG Tonga Vanuatu



10 Overall rank 62 61 97 113 57 74



11 Starting a business 141 33 82 101 42 126



12 Getting credit 55 130 86 86 55 55



Source: World Bank Foing Business 2014, Understanding Regulations for Small and Medium-Size Enterprises.
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