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Pre-pandemic MSMEs faced large financing gap

• In 2019, ITC assessed that an additional $1 trillion of annual investment in MSMEs could
unleash their potential to deliver on the Sustainable Development Goals. This corresponds to
one-fifth of the $5.2 trillion annual MSME financing gap.

• MSMEs find it difficult to access finance. In over 70% of countries, MSMEs cite “access to
affordable financing” as the top barrier to business growth.

• Part of the reason is found in the compounded risks of cross-border investment in
MSMEs:

• Investing abroad is risky

• Investing abroad in developing countries is riskier (The lower the country’s income
level, the larger the financing gap, all else equal)

• Investing abroad in developing country MSMEs is even riskier (MSMEs represent 13%
of all formal enterprises, but their financing needs correspond to 86% of the gap)

Sources: ITC (2019), SME Competitiveness Outlook and IFC (2017), MSME Finance Gap



When COVID hit, MSMEs were most affected

Source: ITC calculations based on ITC COVID-19 Business Impact Survey. Data collected 21 April – 2 June 2020.  

• MSMEs were more affected by COVID than larger companies.

• 21% of MSMEs reported the risk of shutting down permanently within three months, as 
opposed to 10% of larger firms. 

• Many MSMEs have already closed, as less than 5% of those in low and middle-income 
countries have some kind of insurance against risks.



Impact varied by sector

Source: ITC calculations based on ITC COVID-19 Business Impact Survey. Data collected 21 April – 2 June 2020.  

• Companies operating in the services sector were the most affected by COVID.

• MSMEs tend to be concentrated in the most affected sectors.



And by gender

• Women-led firms are also overrepresented in the 
most affected sectors.

• However, the severity of impact on women-led 
firms is higher even when controlling for sectoral 
distribution. 

Source: ITC calculations based on ITC COVID-19 Business Impact Survey. Data collected 21 April – 2 June 2020.  



Liquidity is the main concern in the short run

SOURCE: Dalberg and ANDE (2020)

Urgency of funding for SMEs during the Covid-19 crisis
Percentage of entrepreneurs

• More than eight in ten SMEs report they need 
emergency grants.

• Over 50% report that new equity and debt financing is 
also urgent.



But smaller firms struggle to access 
information on official support

Source: ITC calculations based on ITC COVID-19 Business Impact Survey. Data collected 21 April – 2 June 2020.  



Technical assistance is also critical

SOURCE: GALI Entrepreneur Survey (2020), (N=357)

Types of technical assistance entrepreneurs find important for dealing with Covid-19
Percentage of entrepreneurs



Traditional challenges
Main challenges 

during crisis
Capacity Financing

Micro 
entrepreneur

• Unproven operations
• Unclear strategy to scale
• Informal financial and corporate 

records
• Lack of realistic forward-looking 

projections
• Lack of highly skilled talent 

(particularly in finance)

• Limited financing (grants, 
working capital, and debt)

• Lack of collateral
• Challenges in meeting market 

interest rates
• Lack of credit history

• Strongly affected. Higher risk of shut 
down permanently due to lack of 
financial safety net

• No access to information about 
government support programs (might 
not qualify for them due to 
informality)

• Drop in sales, challenges in managing 
cash flow

Small and 
start-up 

entrepreneur

• Unproven operations
• Unclear strategy to scale
• Informal financial and corporate 

records
• Lack of realistic forward-looking 

projections
• Lack of highly skilled talent 

(particularly in finance)
• Need for external ad hoc 

specialized support

• Limited financing (seed, 
equity, grants, working capital, 
and soft debt)

• Lack of collateral
• Limited capacity of meeting 

market financing conditions

• Strongly affected. High risk of shut down 
permanently due to lack of access to 
external capital and drop in revenues

• Limited access to information about 
government support programs (might 
qualify)

• Drop in sales, challenges in managing 
cash flow

• Require support in accessing flexible 
external finance/ restructure existing 
loans

Medium 
entrepreneur

• Access to new export 
opportunities

• Need for ad hoc specialized 
consulting support on business, 
operations, finance and sector

• Access to proper funding 
opportunities (equity, debt, 
guarantees, joint ventures, 
trade finance)

• Limited capacity of meeting 
local market financing 
conditions

• Moderately affected
• Drop in sales, challenges in maintaining 

client relationships due to supply chain 
disruption

• Need support in connecting with 
alternative and flexible capital providers



Key takeaways

• Lack of access to finance is one of the main barriers to MSME competitiveness in 
developing countries.

• Access to short-term financing has risen in importance during the Covid-19 crisis.

• Particular attention should be paid to women-led businesses, and not only in hard-hit 
sectors. 

• MSMEs need more than financial support, and technical assistance can help them become 
more resilient and adapt to new market conditions. 

• Support – technical and financial – should be tailored to the different types of businesses. 
Not all MSMEs are created equal!


