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Partnering for MSME development

The Blended FinScope MSME Survey Eswatini
was designed to involve a range of stakeholders

engaging in a comprehensive consultation process.

This enriches the survey and ensures
appropriateness and stakeholder buy in. The
Ministry of Finance chaired the steering committee
which comprised the Centre for Financial Inclusion
(CFI), Central Bank of Eswatini (CBE), Central
Statistical Office Eswatini (CSO), The Financial
Services Regulatory Authority (FSRA), First National
Bank (FNB), Standard Bank, Nedbank, Eswatini
Savings & Development Bank, Eswatini Mobile
Ministry of Commerce, Industry and Trade (Co-
Chair), FINCORP, IDCE, ENIDCS, SEDCO, UNDP
Eswatini, European Union Eswatini, World Bank
Eswatini and MTN Eswatini with expert technical
assistance and project management from FinMark
Trust. The data was collected by ESEPARC with
statistical oversight (sampling and weighting) and

data collection quality control from Central Statistics

Office Eswatini.

This survey was funded by the Government of
Eswatini and the SADC Secretariat through the SIBE
Programme with funding from the European Union
and the United Nations Development Programme
Eswatini.
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Introduction

The Government of Eswatini recognises the MSME
sector’s role in improving and developing the
business climate to catapult the sector’s potential in
creating jobs and increasing tax contributions and
national income. The study speaks directly to the
two-pronged approach articulated in the policy,

i.e. firstly by understanding and improving the
MSME ecosystem and secondly, pursuing a targeted
approach to serving various MSME subsegments.
Thus, the study aims to unveil the ecosystems

and apply a segmentation that identifies key
subsegments that have the potential to propel the
sector forward.

Therefore, in an attempt to understand and meet
the information needs, a repeat Blended FinScope
MSME survey was conducted in 2023 to track
changes in the sector since the baseline study of
I VA

Methodology

The FinScope MSME Survey Eswatini 2023 was
conducted with a sample of 3,343 adult business
owners who were selected at the enumeration area
level across the country. The sample for the survey

was designed by the CSO and FMT and had the
following characteristics:

+ 18years or older

- Consider themselves to be business owners/
generating an income through small business
activities

« Employing no more than 60 employees

- National, regional and urban/rural representative
sample

Survey objectives

« To assess the size and scope of MSMEs in Eswatini

« To describe the levels and landscape of access
to financial products and services (both formal
and informal) as well as track the level of financial
access since 2017

- To identify the most binding constraints to
MSMEs’ development and growth with a focus on
access to financial markets

« ldentify the drivers and barriers to financial access
for MSMEs



Geospatial distribution of MSMEs in Eswatini

No MSMEs High concentration of MSMEs

Using geospatial modelling, the distribution of MSMEs is concentrated in the central business districts
in towns, mainly Manzini and Mbabane. Other areas indicate commercial activity close to border posts.



Business definition by the number of employees

g @

INDIVIDUAL
ENTREPRENEUR MICRO MEDIUM
(a subset of Micro)
Employees 0 0to10 21 to 60
Turnover (E)  E60,000 E60,000 Up to E8 million

*NB: The revised policy of 2023 defines MSMEs according to two criteria, being the number of employees and turnover, as the value of
assets is not easy to measure and tends to be industry-related (MSME Policy V1.3 2023)

Medium enterprise 0.1% Medium enterprise 0.3%

Micro enterprise

19.8% Micro enterprise

24%

Individual entrepreneur Individual entrepreneur
79.4% 75%




MSME by region

il
71%

Rural

Looking at gender, a higher proportion of female business owners reside
in rural areas (75%) compared to males (65%). The proprtion of or urban
MSMEs has increased in 2023 by 5 percentage points. Manzini still takes
the lion’s share of small businesses.




Size and scope of the MSME sector
160 264 people work in the sector

(this number includes 49 706 individual entrepreneurs and 18 809
other business owners with 91 749 employees)

67795
MSME
owners

|
49 706 ® -

individual

Estimated turnover

entrepreneurs I 18 809 | (monthly)
|

USD 1.2 billion

Employing

(including all full-time, part-time, seasonal and
business owners who consider themselves as
employed by the business) 7



Size and scope of the MSME sector
Eswatini MSME Eswatini MSME
2017 Q 2023

Ii Business owners —l

18 years and older 18 years and older
50 employees or less 60 employees or less

Estimated MSME

4 N
population

/

/
H o)
10% Estimated % of adult

_______ population that owns MSMEs

-—--Number of MSMEs they own —- 94 000

------ Number of employees —-—- 92 750

-— % of businesses with employees -- 25%
-— Average number of employees per MSME -- 1.4

-—--% of individual entrepreneurs —- 75%

___ %of MSME ownerswith ___ _ 430,
reglstered/llcensed businesses



Size and sectorial distribution of the MSME sector

Wholesale/retail - 29,483 business owners

43.5%

Agriculture/farming - 14,837 business owners
ﬁ% 21.9%

Community & household - 7,998 business owners

121
11.8%

Business services - 7,879 business owners
% 11.6%
@ Manufacturing - 5,433 business owners

Construction - 1,081 business owners
: E @ 5%

Natural resources & mining - 648 business owners

%.1%

Tourism - 357 business owners
D hosw
Other service activities - 78 business owners

® )oax

0.7%

Small enterprise
484 business owners
(11 to 20 employees)

0.3%
Medium enterprise

215 business owners
(21 to 60 employees)

Individual entrepreneur
50,814 business owners

75%



MSME turnover by sector
Total monthly Mean

profit monthly profit Tourism
(USD) (USD) 0.5%
Wholesale/retail 12,8 million 440 Agriculture
farming
. o 10%
Community & household 7,8 million 990
Business services 5,8 million 750 :
Other services
activities
Agriculture/farming 3,1 million 210 40%
Turnover
Manufacturing 1,4 million 260 of top sectors
Construction 678,000 250 agg'ng%d
24%
Natural resources 164,000 250 h
and mining Natural resources/mining
Tourism 160,000 450 o Manufi.';/irmg Construction
2%
MSME TURNOVER BY SECTOR

Exchange rate: SZL/US$ exchange rate in 2023 Q3 USD/SZL = 18.4

U S D Value addition was

calculated using the sum

Total MSME Profit

(value addition): of turnover less the sum

32 m i I I io n of expenses of the sector.
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Business life cycle
By business age

(years) 2023 19% 18%
C] 2017 @ 20%
- START UP GROWTH ESTABLISHED MATURE
BU’SAIgléESS 0-2years 3-5 years 6 - 10 years >10 years

The proportion of start-ups is slightly higher in 2023 as we see a higher proportion of MSMEs
in the growth phase of the business lifecycle. The businesses in the established and phases
remain stable with a notable decrease in the mature enterprises between 2017 and 2023.

67%
0,
. 58% S0
By female ownership o
- START UP GROWTH ESTABLISHED MATURE
FEMALE . ac Ao MA
OWNERSHIP ° & YEIE - years - 10 years years

The proportion of female business owners tend to decline as the firm grows in the business
lifecycle. More female owners in start up phase - 67% versus 60% in the mature phase.

11



Business life cycle

START UP GROWTH ESTABLISHED MATURE
0-2years 3-5 years 6 - 10 years >10 years

agricutturesfarming..- (@) - ) p— ® (@)
Manufacturing......... @ ................... ................... @ .................... @ .......
Construction ......... @ ................... ‘ ................... . .................... . .......

Business services.........( 28 )-vveeeeeevcccccc 30 fovvvveeeiiinnnnnn. @ .................... @ .......
Wholesale/retail ........ . ................... ‘ ................... . .................... . .......
Community & household --------- @ ................... @ ................... .................... @ .......
Other service activities ------c--( 44 ).eeeeeeneennnnan. ‘ ................... ‘ ...................................
Ntura resources & mining (7). (@) @y (@)
ToUrism weveeee-(A0) vovrrrrrooe ‘ ................... ‘ .................... ‘ .......

12






14

I @
Mainly individual ‘%é%é
entrepreneurs E
|
u

Motivation to start the business is
entrepreneurial

MSME owner

Majority have
secondary
education or higher

()
Youth entrepreneurs
(18-34 years)



MSME owners

Lo g 2
Business is their main \

source of income FEMALE MALE
GINED 0000000 ¢

83%
68% 69%
62%
— 38%
32% 31%
60%
17%

Are females (most l
females are micro Independent Micro Small Medium
businesses or entrepreneur business business business
smaller - 99%)

Own more than
one small business

Earn E5,000 per month or less

15



Agriculture and farming

14 830 farmers

(22% of MSME sector) in primary
agriculture

Livestock

MEDIAN LAND SIZE IS
2 HECTARES

FARMING SECTOR (%)

Vegetables =
58% (&%
Corn/maize
G S 00 @
Fruits
12%

Sweet potatoes
G 1%

Chicken

Swine/pig

Cattle/buffglo (meat) TOP LIVESTOCK
G 7% FARMED (%)
Goat/sheep

G



Directly to
consumers

MARKETS FOR PRODUCE (%)

Selling crop or livestock

Use other income source

Use savings
* 12% -

Borrow from Agric-input supplier

5%

Get funds from friends/family

- 5%

27%

Retailers

27%

¢

ad

SOURCE OF FARMING
INPUTS (%)

Agriculture and farming

6% 4%
Wholesalers  Collection
centres
16% 14%
Middlemen Have an offtake
agreement

63%

The markets for farm produce are
spread across different players
from direct consumers to retailers.

Inputs to farming show retained
earnings from selling farm produce
being the most common capital source.

Sourcing farming inputs through
formal borrowing from bank (0.3%)

and MFIs (1%) is limited. o



Legal structure

@ TN 43% Formal value addition is USD26 million monthly

(calculated from the total profit)
Formal MSME sector (29 318)

30% MSMEs registered and 42% are
have a trading licence or permit

Informal value addition is USD 6 million monthly
(calculated from total profit)

Informal MSME sector (38 478)
18



TYPE OF
REGISTRATION (%)

Legal and Compliance

Registration

5 7 0 A of businesses are not

registered/licensed

@ 30% Licenses are issued by the Ministry of
Commerce, Industry and Trade while

permits are granted by the council

(to trade in specific areas/zones).

Sole proprietor .
0

Private company

9% 30% registered enterprises with the

Partnership registrar of companies

G °%

Cooperative

®1%

Comply with the law

G S/ %

Avoid harassment from authorities

G 1 3%

Access to finance

G 12%

Access to government assistance OF THOSE REGISTERED, THE

- 0, ’

p—— tg few clients PERCEIVED BENEFITS OF

- 5% REGISTERING (%)

Avoid fines

@ 2% 19



Legal and Compliance

20

Barriers to registration
and formalisation 70% of MSMES are not registered

Business is too small
38%

Do not have money to register
16%

Itis too complicated
8%

No benefit
6%
I am not bothered BARRIERS TO
(5 REGISTRATION (%)

Registration is being processed
4%

Do not know how
3%

Tried but was not successful
3%

57% of MSMES are informal with 83% willing to formalise their business
if government:

Make it free
D, G2 %

Show or explain benefits of formalisation

54%
Make it less time consuming
44%
Share more infomation on formalisation
G, 4\ 3%/0
GOVERNMENT ASSISTANCE

TO FORMALISE (%)



Sourcing finance
Access to markets
Cashflow

Business growth

How businesses are doing

Business challenges °
5% and needs !
At risk or in .
' 10%
danger of failing Very successful
18%
Struggling but 38% of MSMEs

promising . . .
consider their business

to be successful

PERCEPTION
OF BUSINESS

PERFORMANCE Fairly successful

(%)

39%
Struggling but promising

OPERATIONAL PROBLEMS (%)

Access to finance
59%

Space to operate
26%

D
GROWTH OBSTACLES (%) 19% G Comﬁetition

Lack of market

18%



Capacity to grow & challenges

/1%

Business operational needs

Keep )
financial Of which 41% always keep records
% [II[\/ records > and 30% do so sometimes.

* Of the 41%, 11% do so electronically

FINANCIAL RECORD KEEPING

1 0%

Have . .
Claim laws and regulation to be an
regulated- —> &

- issue since they started a business.
related issues

REGULATION ISSUES

12%

Highlight s Lack of busine§s support impeding on
lack of successful business operations.

business
support

INFRASTRUCTURE ISSUES
22



Business support and awareness

58%
SEDCo

53%
World Vision

51%
FINCORP
50%

NAMBoard
G 3 7 %/0
Youth Fund
36% are aware of an

D
ESWADE 84% organisation giving
G 340 assistance or

Eswatini Bank advice to MSMEs

34%
Ministry of Commerce Industry and Trade 210 Awareness of support organisations
Ministry of Agriculture
27%
Eswatini Commercial Amadoda of those aware of an
26% 0/ organisation giving
Imbita Finance Trust 30 0 business suppart
G ©6; used their service
Eswatini Revenue Services (ERS)
23% Usage of support organisations is low
g pp 8
NMC
G 16%
Business Eswatini .
14% Support received
Centre for Finandual Inclusion (CFI) How to get loans, finance and operate on credit
9% 49%
SWASA 5 How to start a business
G ©°o 13%
Eswatini Construction Industry Market information
8% 9%
i Laws and regulations for MSMEs
Cooperative 5% 30
CANGO
7%

23



Access to amenities and resources

* Access to amenities
is limited and highly
skewed towards
urban businesses.
Lack of basic
services might
affect productivity.

X5

—_—
WATER (%) 'j

e Piped water (inside)
Toilet facilities

(outside)

Piped water
(outside)

% ELECTRICITY (%)

Proportion with
electricity access
68% Have that claimitis
electricity sufficient Main supply of
Sector access for business electricity

P

Toilet facilities with water

| Tourism 73% 100% EEC 100%
Community & household 73% 95% EEC 99%, Generator 1%
98% EEC prepaid Other service activities 9% 100% EEC 100%
e Manufacturing 64% 97% EEC 100%
| Business services 78% 97% EEC 100%
n EEC Construction 71% 98% EEC 99%, Generator 1%
2% ;O;:;Elayid Wholesale/retail 67% 95% EEC 99%, Generator 1%
Agriculture/farming 61% 94% EEC 100%

© 19 Business  Natural resources & mining 67% 92% EEC 100%
I generator



Business documents and technology

- 14% Up to date financial
or accounting records
_‘1 0% A written business plan

BUSINESS ® > -
ORI 9% usiness budge 78%
(%) ~—-@® 3% Formal training programme for staff

|
® 4% A written marketing plan

* About 71% of small businesses do not keep business documents

such as accounting records, business plans among others. of MSMEs use some
form of technology

in their business

13% 3% 6%
22% USE OF TECHNOLOGY (%)

O ®

78% 87% 97% 94% =« Use of basic technology
CELL PHONE SOCIAL MEDIA WIFI COMPUTER in business is driven by
the ownership of the
cell phone which gives
access to communication
and social media
platforms for business.
* Productivity technologies
93% 999% such as machinery that
improve efficiency e.g.
computers, have low usage.

Have access
Do not have access

2% 1% 7% 1%

= @& &

98% 99%

EMAIL ADDRESS WEBSITE CASH REGISTER POS MACHINE
TILL

25



Impact of COVID-19 on business

\ * 16% of MSMEs were/are classified as essential
of MSMEs service during the Covid-19 lockdown period
1 6% were/are * Four in five MSMEs considered the pandemic
classified as to have had a negative net impact on their
Essential Service business, while others considered it

positive (8%) or of no major impact (9%).

| could not operate AT ALL due to lockdown
38%

| could operate PARTIALLY due to lockdown

28%
My client/customer base was affected

| could not ﬁet suﬁﬁlies for my business
10%

| had to temporarily close operations due to restrictions
G 3%

21%

NEGATIVE IMPACT ON = A positive impact was mainly experienced due
BUSINESS (%) to increased demand for business products,
opportunities arising from supply-chain
disruptions or more labour available at home
due to the lockdown.

26



Business owner personal monthly income

of MSME owners

have the business as the only source
of income (down from 79% in 2017).

Of the 44 % 56"

50% get money

from other
businesses
* Business owner sole
25% have BUSINESS AS dependency on
income SOURCE OF business has decreased

INCOME

from other job in 2023.

15% get income
from spouse

Less than E2,500
e, 560
(D 5 3°/0
Between E2,501 - E5,000

G 2 1%/

G 1 7%

Between E5,001 - E10,000

G 12%

D 10%

Between E10,001 - E25,000

G 3/

- % @®2023 | @ 2017

Refused/don’t know

® 0,1% - PERSONAL MONTHLY
— @ INCOME (%)

No personal income
7%

Between E25,001 - E50,000
@@ 2%

® 1%

Between E50,001 - E100,000
©0,4%

® 1%

Between E100,001 - E200,000
@0,3%

27



Employees

There are about 17,000 full-time employers with 44,800 full-time employees (FTE)
up from 10 thousand employers with 31 thousand FTEs in 2017.

544 7 % 68%

of full-time of full-time have high school education
employees are male employees are and 11% have vocational or
family members university qualification

Employee benefits include:
Subsidised meals

Salary advance
b 24%

Workman's compensation

46%

21%
859 Overtime
G 21%
Larggly Leave pay
paid in cash, G 17%
8% through DFS  Airtime
G 14%
Transport subsid
“ 13%
28 Accommodation

13%



Tourism Employees

Construction

Manufacturing

Wholesale/retail
Agriculture/farming

SHARE OF FULL
TIME EMPLOYEE
BY SECTOR (%)

Community &
household

Tourism
22%

Construction
6%

Natural resources/mining

Tourism although a much smaller sector compared 4% G
to the agri/farming sector, has a high average Manufacturing
employment to all sectors in the MSME space. 4%

Community & household
It shows that focusing on tourism, together 3% Gl

with construction can have a huge

Business services
impact in providing employment.

Agriculture/farming
3% D

Wholesale/retail
2% Gl

AVERAGE NUMBER OF
EMPLOYEES (FTE)



Access to markets

Who do MSMEs
conduct trade with?
(5]

Trade with government

. Trade with
larger business

Q@
Export their

product/service
(mainly to South Africa)

MSME

[}
Trade with other MSMEs

Middlemen or agents

R K-8

30



(5}
O00S

More micro-entrepreneurs

More females own MSMEs
(mainly micro-enterprises)

Most MSMEs still located in rural areas

Wholesale/retail sector is still the
largest & growing

Formal enterprises have increased

31
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44*

Overview
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Financial
Inclusion

Financial inclusion has improved among the MSME owner population in Eswatini in
the past six years in the first tier of access with 84 per cent having formal financial
products.

Overlaps have shown that business owners use both banking and mobile money
together with under 7% of the business owners being solely reliant on bank
products. This points to the interoperability between banking and non-banking
products such as mobile money which have improved the access to formal
products.

The main drivers of the formally included business are banking and mobile money
products and services is largely for payments with banking and mobile money
with insurance having two in five businesses being formally insured.

Informal finance through savings and credit groups has been the main driver in
credit and savings outpacing formal credit and savings products.

N

7N\






Financial Inclusion

Total business owner (BO) population = Minimum age (18 years)
defined by the age at which individuals can enter a legal financial

transaction in their own capacity

4 4

[ FINANCIALLY INCLUDED [ FINANCIALLY EXCLUDED
BOs who have/use financial products and/or services BOs who do not have/use any financial products
for business purposes - formal and/or informal and/or services - if borrowing, they rely only on

friend/family; and if saving, they save at home

4 2

[ FORMALLY SERVED [ INFORMALLY SERVED

BOs who have/use formal financial products and/or BOs who have/use financial products and/or services
services provided by a formal financial institution which are not regulated, e.g. farmer associations,
(bank and/or non-bank) saving clubs/groups, private moneylenders

4 2

. BANKED SERVED BY OTHER FORMAL FINANCIAL INSTITUTIONS
BOs who have/use financial products and/or services BOs who have/use financial products and/or services
provided by a banking institution regulated by the provided by regulated non-bank formal financial

Central Bank of Eswatini institutions, e.g. insurance companies, micro-finance

institutions and mobile money

34



Financial Inclusion

Financial Inclusion of Swati MSMEs
(with overlaps)

Total business owner (BO) population 100% (67,795)

2

. FINANCIALLY INCLUDED
88% (60,005)

2

. FINANCIALLY EXCLUDED
12% (7,790)

A

[ FORMALLY SERVED
84% (57,207)

J

. INFORMALLY SERVED
39% (25,156)
Driven by informal
savings & credit

2

Il BankeD
52% (35,272)
Driven by transactions/
payments

SERVED BY OTHER FORMAL
FINANCIAL INSTITUTIONS
75% (51,077)

Driven by mobile money
account ownership (70%)

& insurance (53%)

35



Financial Inclusion

Overall levels of financial inclusion, overlaps and MSME Financial Access Strand

Overalls with overlaps

Formally

84%

D
served ENEEEEEEEEENEEENEEEEEEEEEEENENENENEEENEEEEEEEENENENENER 8%

Banked

Other
formal
(non-bank)

Informal

o 12%
Excluded gpmmEEEE13%

Access Strand

= In constructing this Strand, the
overlaps in financial product/
services usage are removed,

resulting in the following segments:

Financial exclusion among
business owners has decreased
by 1 percentage point.

= Uptake of informal financial
products among business
owners who do not use

52%

39%
45%

formal products has decreased
by 7 percentage points.

Uptake of other formal (non-bank)
products/services

among business owners has
ballooned to 32%. Business
owners might also be using
informal products or services.

52%

2023 QEE—

%
2017

36

@ Banked © Other formal (non-bank)

. ]
EEEEEEEEEEEEEEEEEEEEEEEEEEEEEEEEEENEEENEEENE69%

75%
66%

@D 2023 | mEEE 2017

« Anotable decrease of business
owners who have/use
commercial bank products/
services to 1 in every 2
business owners.

12%

13%

Informal only @ Excluded



Overlaps

16.9%
26.5% Other formal

(non-bank)

16.5%

15.5%

41%
Informal only

11.5%
Excluded

Due to rounding off, exclusion is reported as 12%.

Financial Inclusion

‘Business owners generally use a
combination of financial products and
services to meet their financial needs’.

* Only 7% of business owners rely
exclusively on banking services.

* Around 34% use a combination of
formal and informal mechanisms
to manage their business financial
needs, thus indicating that their
needs are not fully met by the
formal sector alone.

* About 4% of the business owners
rely ONLY on informal mechanisms
such as savings groups
and loan sharks.

37



Access strands

Access Strand by MSME size

0
Medium enterprise 2%
(21 to 60 employees)

Small enterprise 100%
(11 to 20 employees) _
Micro-enterprise *‘)
(1 to 10 employees)
Individual 420
entrepreneur —

® Banked Other formal (non-banked) Informal only ®Excluded

3}

= The smaller the business the less likely it is that the business owner uses/has banking products to manage the business’s finances.

Access Strand by business life cycle

56% ()
Mawre QD ——
) 60% 9%
Established QD _—
55% 7%
Growt QD -
43% 16%

Startup QD

@ Banked Other formal (non-banked) Informal only @ Excluded

38



Access strands

Financial inclusion by sector
26% 65%

Tourss QU D
9 20%
Natural resource:/ o :

mining
45%
Manufacturing QR
Wholesaleretcil QS

17%

|

49% 9%
Agriculture/farming (D ) )
Community & _58% -9%
household
67% 700
Business services (D )
75% 8%
Construction ( ) )
Other services *
activities
@ Banked Other formal (non-banked) Informal only @ Excluded
Access Strand by MSME owner’s gender
42% 13%

2023 QU

0
2017 G

I

Female
67% 10%
2023 (—— )
\ 20 76% 10%
D
Male 2017 D
@ Banked Other formal (non-banked) Informal only @®Excluded



Access Strand by country comparison

Malawi 2019

i C/i 26%
2% i%

Zimbabwe 2022

S atin 2023 g . o
LS Ot0 203 .
Ut AT 2 g

@ Banked Other formal (non-bank) @ Informal only @ Excluded

Financial inclusion by MSME distribution: area type

E 003 48% 5% 1’I°/i

67% 12% 0

Rural 2017 GEEE 0
63% 2% 11%

B 22 -

Urban 2017

H

40 @ Banked Other formal (non-bank) @ Informal only @ Excluded



Financial inclusion by MSME distribution: Region

57% 24%
Shiselweni 2017 (G
44% 12%
Shiselweni 2023 > )
68% 9%
Lubombo 2017 (N )
52% 9%
Lubombo 2023 QN )
71% 12%
Manzini 2017 G
55% 12%
Manzini 2023 QI >
75% 8%
Hhohho 2017 )
53% 12%

Hhohho 2023 QU

@ Banked Other formal (non-bank) Informal only @ Excluded

a1



Landscape products

AN

0000| Banking
DDDD Drivers and needs

Cell phone banking
28%

Current cheque account

0 G 35%

S
Debit card

——— G 0%

:

SO Savings/transaction account

» 2023: Banked business owner population
decreased to 52% largely driven by
transactions (96%).

» \While bank account access has decreased
among the business owner population,
usage for business purposes is higher.
Only 26% of banked business owners
have an account in the business' name
(vs 14% in 2017).

« An additional 25% of business owners
use over-the-counter (OTC) bank
wallet services.

42

* Almost one in three banked businesses use bank
digital financial services, i.e. electronic transfers,
online banking, etc.

@& 2023 2017

MAIN BANK PRODUCTS
DRIVING TRANSACTIONS (%)

73%

Cash deposits

Cash withdrawals

Balance inquir
hzs%
Bank statement request
*26%
Paying business accounts
b 23%

Money transfer
G 2%

MAIN TRANSACTIONS
PERFORMED IN 2023 (%)

52%

52%



Business/income is too small
21%

Irre%ular income
19%
Not enough money from business
10%

Bank charges
5%

Do not qualify
G 4%

Do not need one
6%

Cannot afford the minimum balance
@ 3%

Have not registered my business
@ 3%

Planning to in future
@ 2%

Banks are too far
@ 3%

Do not have business address
@1%

Do not know anything about it
@ 3%

Too complicated
@1%

| use my personal bank account
@1%

Landscape products

AN
Banking |Q00OQO

Barriers DDDD

a» 2023 2017

BARRIERS TO BANKING (%)

* There have been no changes in the main
barriers to banking since 2017.

* The main barrier to banking is business
size. Not surprisingly, the most unbanked
business owners are individual
entrepreneurs.

* |rregular income, both personal and
business-related, is cited as a barrier,
highlighting the frequency of income
and the misalignment between bank
cycles and income cycles.
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Mobile money

a4

79%

transactional

62%

use mobile money

17%

use credit

39% of mobile money users conduct DFS through their accounts.
An additional 5% of business owners use OTC mobile money services.
While mobile money has three in five MSMEs using it, a good proportion

of the usage is linked to remittances, which is a source of capital
injection or cashflow.



Usage of mobile money (%)

Cash in or cash out/withdrawal

Receive money

Cash transfer

Send money

Airtime purchases

Utility payments

Saving money

Receive payment for goods and services
Borrowing money

Payment for goods and services

Mobile banking

Mobile money

N 55
N :
D 7'
D 75
N 7
G ¢’
G -
G %

G 22

G

L JE
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Financial inclusion: Overview

| Credit
Strand

0 3% 52%

2023 Gl D
0 [ 89%

2017 @D D

® Credit at bank @ Credit at other formal (non-bank) @ Credit at informal mechanism

® Credit from family/friends @Do not borrow

O
@ Savings
é Strand

2% 57%
2023 &

32% 2% 28%

2017

@ Savings at bank @ Savings at other formal (non-bank) @ Saving through informal mechanisms
@ Savings with family/friends @ Do not save

Insurance
EI‘ , Strand

59%
2023 D
78%
2017 C

Insured through formal (non-bank) Insured through informal mechanisms @ Not insured
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Overalls with overlaps

Formally served

Financial inclusion: Overview

Save at bank (D %

Save at other formal (non-bank)
Save through informal mechanisms
Save through family and friends

Do not save

-

Savings and
investments (%)

o

e

57%

Savings Strand

In constructing this Strand,
the overlaps in financial
product/ services usage
are removed.

* 57% of business owners do
not save. A 29 percentage
point decline since 2017.

owners saving exclusively
at home.

* 11 percentage point increase in
the uptake of informal savings
products. Business owners rely  *
on informal mechanisms such
as rotating savings and credit
groups (they might also save at

* There has been no chejmge n home, but they do not have/use
the percentage of business .
any formal savings products).
20
2023 QD
320
2017 G

@ Savings at bank

Savings at other formal (non-bank)

® Savings with family/friends @ Do not save

* There has beeen a huge drop in

the use of other formal (non-bank)
savings products (0.1%)

from 14% in 2017.

A sharp decline in the uptake of
savings products from the bank.
Only 6% of business owners have/
use formal savings products from

a commercial bank

from 32% in 2017.

57%

2% 28%

Saving through informal mechanisms
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Landscape products
Overalls with overlaps Borrowing |
and credit ey

Formaly borroving QU -
Borrow from bank (D 5%

Borrow from other formal (non-bank) (RN 2%

Borrow from informal mechanisms

Borrow from friends and family (D 7%

Do not borrow (D <

Credit Strand
In constructing this strand, = There is a slight increase in * There was also an increase in
the overlaps in financial the proportion of business the current borrowing from
product/services usage owners who borrow from other formal (non-bank)
are removed. family and friends to 3% institutions in 2023 (10%)
) ) in 2023 from 1% in 2017. from 1% in 2017.

* 52% of busmes.s owners did not A 26 percentage point « Bank credit remained stagnant

borrow money in 2023. increase in the exclusive at 5% over the period.

There is a 37 percentage point
increase in business owners who
borrowed from 2017.

usage of informal credit
mechanisms.

9 3% 52%

202 Gl GO
{9 [ 89%

2017 G D

@ Credit at bank @ Credit at other formal (non-bank) @ Credit at informal mechanism

® Credit from family/friends @ Do not borrow
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Landscape products

| — Borrowing and credit by formalisation and business size

Unregistered/ 3ﬁ

|

unlicenced
Registered/ & 9 o
licenced
ranren @ (D
entrepreneur
0, 0y 0
Micro enterprise QD | D

(1-10 employees)

|
|

Small enterprise
(11- 20 employees)

i

Medium enterprise
(21 - 60 employees)

@ Credit at bank Credit at other formal (non-bank) Credit at informal mechanism
® Credit from family/friends only ~ @ Do not borrow

Business is slow so | am afraid to borrow

R 100

| do not qualify
b 16%
Does not appl
b 15%

Do not need to

15%
| am scared
G 0% -
) ) * 52% of MSMEs are not borrowing
Borrowed in the past and paid back L0% mainly due to fear of debt, lack of
qualification, and having no need
to borrow.

50 BARRIERS TO CREDIT (%)



o]

INSURANCE
PENETRATION

% Of businesses
have insurance

59 % Of businesses
are not insured

Insurance barriers for business owners:

Insurance too expensive

Do not know if there is any insurance like this
17%

| do not need insurance
14%

Do not know how to get insurance
12%

Do not know where to get insurance
10%

It is not insurable or no product exists for this business risk
6%

Landscape products

Insurance and

risk management @ %

= Formal insurance is up from 22% to 40%,
primarily driven by personal insurance:
= Funeral plan or cover (85%)
« Life insurance cover (11%)
* Medical aid (8%)
= Workman's compensation (8%)

* 4% of MSMEs have business insurance,
with 61% of them having compulsory cover

* The use of informal insurance is driven
by funeral cover.

58%

= Currently, 60% of MSMEs are not covered for
any personal or property risk.

= The main barrier is the perceived expense
of insurance and the lack of information
on how to obtain insurance and the types
of insurance that are relevant to MSMEs.
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Landscape products

@ % Access to insurance by sector

88%
Tourism

Construction
Wholesale/retail
Manufacturing

Natural resources/mining
Agriculture/farming

Business services

ll

Community & household

i L 14%
Other services activities

Insured through other formal (non-bank) Insured through informal mechanisms @ Not insured

52






Conclusion

/_\_l

% General

R__~

* The revised MSME Policy is quite descriptive
on how to determine MSME size by number
of employees. However, the turnover bands
need revision based on the findings of the
surveys of 2017 and 2023 to be reflective of
the sector.

* There is an increase in the number of small
businesses in Eswatini which is still mostly
dominated by females particularly in the
independent and micro segments.

* The MSME sector offers significant
employment and contributes to the country’s
GDP and exhibits a growing job creation
dimension despite the impact of COVID-19
pandemic and social and political unrest.
Challenges faced by the sector include sourcing
finance, cash flow and complying with laws
and regulation.

* The levels of formalisation are improving
but the barriers remain the same for informal
enterprises being largely business size.
There are few or no perceived benefits to
micro enterprises or businesses mainly in
the start-up phases to register their businesses.
It must be noted that not all businesses in the
sector can actually yield benefits of
formalisation and the cost of compliance
may well exceed the benefits of registration.

/_\
A
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Product uptake

Overall access to formal financial products and
services is increasing albeit shifts across
mainstream banking and mobile money.

The primary uses for formal financial instruments
are for risk mitigation and transactional purposes
(payments). Both bank and mobile money services
exhibit large user transaction volumes.

However, as was the case in Zimbabwe, bank
products have lower usage of digital financial
services than mobile money. Insurance uptake is
mostly determined by funeral plans and medical
assistance, and it is intended for the business
owner rather than the company's assets.

There is very little access to formal savings or
credit platforms.

Despite the difficulty of obtaining financing has
been consistent from 2017, the most frequent
reason given by excluded business owners for
not obtaining credit is their inability to qualify

for credit due to size and slow business growth.
This could be attributed to the fact that a larger
percentage of businesses are individual and micro
enterprises, which may not meet the conditions
for formal financing, leading to a greater reliance
on unofficial or personal channels.



= For MSMEs, the informal sector remains a
vital source of finance, especially via savings
and credit clubs. One strategy to increase and
control access to MSMEs is to integrate
non-formal financial services, such stokvel
accounts, with the formal financial sector.
Gaining an understanding of the social capital
and value systems that these credit and savings
organisations operate in can help explain the
design of some formal goods and services.

A

D00 Financial inclusion
000
\—/

Financial inclusion has improved among the
MSME owner population in Eswatini in the past
six years in the first tier of access with 84 per
cent having formal financial products.

= Overlaps have shown that business owners use
both banking and mobile money together with
under 7% of the business owners being solely
reliant on bank products. This points to the

interoperability between banking and non-banking

products such as mobile money which have
improved the access to formal products.

Conclusion

* The main drivers of the formally included
business are mobile money products and
services is largely for payments with banking
and mobile money with insurance having
two in five businesses being formally insured.
Banking is still strong with one in two
businesses being banked although it has
taken a knock since 2017 showing a decline
in the proportion of banked business owners.

* Informal finance through savings and credit
groups has been the main driver in credit
and savings outpacing formal credit and
savings products.
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