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The $5tn SME financing gap
is hot just a funding problem

It is a collection of system failures
that demand a coordinated approach



Structural barriers
constraining both the
demand and supply of SME
financing can be understood
through a lens of institutional
dynamics and relations

SME Demand

Capital Supply
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Capital Supply



Why doesn't capital flow to SGBs?

Established dynamics
and relations create a
collection of linked
system failures that
constrain the supply of
capital and demand from
SGBs
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SGBs
Disincentives Missing or weak
and alternatives institutions
A lack of Market Inappropriate
reliable data fragmentation instruments
Mindsets and risk Structural
perception bottlenecks

Capital Supply
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[ Building robust support providers and
ecosystems that enable firms (SGBs) to grow

. ! Building Developing Creating an
By addreSSIng these ) providers to ecosystem enabling
Challenges thlS Work | support SGBs infrastructure environment
I |

can 'break ground’ by
increasing SGB demand |
and readiness for capital
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But it is also crucial to i
build the ‘pipes and
pumps’ that can direct |
capital into SGBs. |
; Suppprting SGB Estaplishiqg C;iztti)r;i%;n
We need pathways for  adneece  SSBnERSfnancng

capital to flow.

| Building ‘pipes and pumps' to direct growth capital
into SGBs, and maintain these financing channels



But what needs to be built,
with whom, in what order?

Looking back at historical examples of
market creation can shed light on the process



Learning from the past

How microfinance
infrastructure
developed to direct
global capital into
micro-enterprises

Breaking
ground

Business model
demonstration
1980s
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Formalising the first
institutions
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funding led
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Mobilising flow
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commercialisation
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broader set of
services (FI)
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SGBs
Learning from the past

Breaking Setting the Building the Mobilising flow
ground conditions pipes & pumps at scale
Forming the
policy &
institutions

Reform to unlock
domestic capital
2006-2012

1990s-2000s
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Learning from the past

How pension funds
are being mobilised
in Ghana to direct
domestic capital
into SGBs

Breaking
ground

Early government
action & initial
market building
2002-06

Government
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agenda

First demonstration

intermediaries
supported
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Pension policy
reform to unlock
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What patterns do we see?



Market Creation is not just
addressing failures, but also
integrating system levels to
create self-reinforcing
growth dynamics
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Market functions
need to grow and
work together

SGB Demand

Building SGB capacity
and demand for financing

Building support Structuring and
providers deploying capital
Developing ecosystem Aggregating and
infrastructure intermediating
Creating enabling Creating enabling
business conditions financing conditions

Mobilising new sources of
capital for SGBs



There are
common
principles in
effective Market
Creation practices

Build demand and supply together
Capital and capacity have to grow alongside
each other

Coordination as discipline
Shared diagnosis, shared language, shared risk

Sequence public before commercial
Public and then concessional capital builds the
layers commercial capital uses

Unlock domestic capital
Enable flows of domestic funds (e.g. pension
funds, venture capital, retail banks)

Focus on building the pipes and pumps
Enable the market, don't capture it

Recent examples of these
principles in action

@'\\

NABII

ZAMBIA

Small business growth
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And many more
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A diverse group of organisations are recognising the potential of
Market Creation and learning and developing the practice

International donors and actors
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Capital flows through the
easiest pathways

Break the ground, make the
pathways and build their
sustaining institutions.

What will you leave behind?



