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Explanatory Note
The Philippine Micro, Small and Medium Enterprise (MSME) sector is a critical driver
for the country’s economic growth1. The 2014 MSME Data from the Department of Trade and
Industry reveals that some 99.6% of the 946,988 establishments in the covmtry belong to the
MSME Sector. During the same year, the MSMEs generated some 4,891,836 jobs, which is
about 62.8% of the total jobs generated in the country. Some 35.7% of all value of goods and
service produced in the country came from MSMEs2.
Despite its pivotal role in the economic well-being of millions of Filipinos, several
factors like high cost of doing business, access to financing and markets, and low productivity
and efficiency constrain the performance of MSMEs. With limited resources and capabilities,
many MSMEs are not adequately equipped to respond to the challenges and opportunities posed
by domestic and international markets.
The task of priming stronger and more competitive MSMEs rests on collaborative effort
between the government and the business sector. Apart from creating a favourable business
environment and providing linkages to local and foreign markets, the government must be able
to make business financing accessible to MSMEs. The Philippine Institute for Development
Studies noted that financing obstacles is one of the four most serious problems that hamper
business growth3. The MSME Development Plan 2011-2016 also observed a number of issues
that restrict the capacity of MSMEs to maximize the utilization of available financing options in
the Philippines4. To develop a MSME sector capable of contributing to the country’s economic
and social development, it is imperative that the government enact measures to enable MSMEs
to bolster their productivity and empower them to be more responsive to rising economic
exigencies.
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