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Abstract

The Private Sector Development Programme (PSDP) 2018-2023 was launched in July 2018
with a closing date of December 2023. The PSDP provides development funding from NZ
and Government of Samoa under a single programme that addresses a number of long
standing issues in the enabling environment for private sector development and provides a
balanced package of direct support to micro, small, medium enterprises (MSMEs) comprising
finance (loans and equity) and business development services. The PSDP’s overall goal is to
ensure inclusive economic growth and sustainable development of Samoa’s private sector in
alignment with national development objectives. The objective of the Mid Term Review
(MTR) is to provide a systematic assessment of activities implemented to date, to learn from
these experiences, and to inform future decisions regarding implementation over the
remaining duration of the PSDP and beyond i.e. lessons for possible future projects. Prior to
the measles and COVID-19, PSDP was on track with achieving its outcomes and outputs.
COVID-19 has since reshaped people’s behaviours towards a ‘new normal’. In light of this
new normal the MTR recommends pivoting private sector support through PSDP for the
remaining timeframe to ensure timely support for affected businesses as well as support to
‘think outside the box’ and explore new opportunities.
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Executive Summary

The Private Sector Development Programme (PSDP) 2018-2023 was launched in July 2018
with a closing date of December 2023. The PSDP provides development funding from NZ
and Government of Samoa (GoS) under a single programme that addresses a number of
long standing issues in the enabling environment for private sector development and
provides a balanced package of direct support to micro, small, medium enterprises (MSMES)
comprising finance (loans and equity) and business development services.

The PSDP’s overall goal is to ensure inclusive economic growth and sustainable development
of Samoa’s private sector in alignment with national development objectives. Its specific
objective is to facilitate improved performance of Samoa’s private sector in order to generate
improvements in profitability and employment. It comprises of two components:

e Component 1: Enabling Support. This would address limitations in the enabling
environment for private sector development generally

¢ Component 2: Direct Support for Micro, Small and Medium Enterprises. This
would provide support for individual MSME-scale businesses, including both financial
and non-financial instruments to catalyse increased private investment

During early implementation of PSDP, some key changes were made to governance,
management and operational arrangements to improve the way PSDP was implemented.
Some of these changes, whilst necessary, also represented a departure from the PSDP ADD.
The key changes included the creation of the Programme Approval Committee (PAC) to
provide oversight for component 1 activities.

The objective of the Mid Term Review (MTR) is to provide a systematic assessment of
activities implemented to date, to learn from these experiences, and to inform future
decisions regarding implementation over the remaining duration of the PSDP and beyond i.e.
lessons for possible future projects. The evaluation has:

e Collated and reviewed a range of PSDP-related documents

e Carried out semi-structured discussions (using descriptive, causal, synthesis, and
action questions) with key stakeholders

e Made use of an anonymous, self-administered (on-line) individual survey of key
stakeholders

e Piloted a voluntary, structured, client-level questionnaire for identified clients under
SBH Stream 1 and 3.

The MTR has been based on the OECD-DAC Framework using the key criteria of
relevance/coherence, effectiveness & efficiency, and sustainability to assess if the PSDP is
on-track to achieving its stated development objective. The main findings of the MTR, to be
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presented to and discussed with key stakeholders at a workshop in Apia on 14 June 2021
include the following:

Relevance & Coherence:

The relevance of PSDP is assessed as HIGH given existing NZMFAT and GoS priorities
especially with regards to MSME policy development and policy response mechanism to
COVID-19. The coherence of PSDP modalities is HIGH and aligned with existing initiatives
targeting the private sector. GoS priority remains on enhancing policy environment for
private sector development through MCIL and providing targeted business development
services and access to finance for MSMEs through SBH.

PSDP Approach:
The PSDP approach and underlying theory of change is assessed as MODEST given it has

enabled progressive achievement of outputs for MCIL and SBH and allowed for
improvements to the implementation of the PSDP in response to emerging priorities.
However, alternative approaches such as Market Systems Approach (MSD) may be more
responsive in addressing the impact of COVID-19 on MSMEs.

Effectiveness & Efficiency:
The effectiveness of PSDP is assessed as HIGH given establishment of MERL and GESI

systems have been possible due to existing capabilities within MCIL and SBH in these areas.
Overall financial progress of PSDP in line with approved budget with 55% disbursement rate
for NZ funds and 60% disbursement rate for GoS funds. Short term outputs and outcomes
have been effectively delivered; however, there may be challenges with ensuring medium to
long term outcomes are met in light of COVID-19. The focus for MSMEs and implementing
agencies is now on building resilience and sustainable business models vs business growth as
originally envisaged prior to COVID-19.

The efficiency of PSDP is assessed as MODEST given achievement of outputs and short term
outcomes. The gains through procurement processes for TA Facility are a significant benefit
as well as quality of TA provided through PIC. PSDP outputs have been implemented in a
relatively efficient manner, in terms of achievements of nearly all planned outputs for
Component 1 and 2. However, due to COVID-19, the risk is high that the PSDP may not
achieve its planned medium to long term outcomes.

Sustainability:
The sustainability of PSDP is assessed as LIKELY given existing capabilities within MCIL and

SBH in these areas. Prior to the measles and COVID-19, PSDP was on track with achieving
its outcomes and outputs. COVID-19 has reshaped people’s behaviours towards a ‘new
normal’. For private sector development, the pandemic brought with it fast-moving and
unexpected variables that have forced the businesses to rethink how they could continue
serving the target groups that they have committed to without compromising their statutory
obligations. It has pushed the private sector to think ‘outside the box’ and explore new
opportunities.

Lessons Learned:
Key lessons learnt based on existing PSDP outputs and outcomes to date include:

1. The value of good project design (TA support & business trainings =» business plans
= loan guarantee & investment loan approved).
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Time spent during design on clearly identifying project support inputs and approval
procedures will translate into fewer delays during implementation.

The need for clear lines of communication between implementing agencies and
consultants providing design or project management services AND between
Government agencies and communities setting out the ‘rules of the game’ will lead to
improved outcomes.

Alignment of monitoring and reporting mechanisms between PSDP and other similar
investments and streamlining implementing procedures to optimize outcomes and
reduce the PSDPs’ transaction costs on Government agencies and private sector
agencies.

MTR Recommendations

PSDP Approach

Recommendation 1: Adopt a light MSD approach by incorporating elements of
similar facilities like BLP financing mechanisms that have proven successful as well as
the proposed DFAT Market Development Facility initiative. This would require further
discussion between NZMFAT, PIC and SBH to identify the specialist support needed
to help build the capacity of stream-3 staff to think and work in new ways and buy-in
from SBH leadership to ensure its success.

PSDP Implementation Modalities & Resourcing

Recommendation 2: Adjust the allocation of funds between components and scope
of work/TORs of key consulting inputs (amendments to existing major contracts as
may be needed so as to adjust to the requirements of the project (for example, the
TA Facility under PIC contract)).

Recommendation 3: Pivoting targeted MSME support in light of COVID-19 impact
on Business Growth scheme (Stream 3). PIC Transition Manager and team to assess
with SBH feasibility of offering targeted short term TA support for SBH to address
emerging TA needs in response to the impact of COVID-19. Assess feasibility of
offering direct financing facilities (e.g. capital injection through a matching grant) in
addition to guarantee scheme for MSMEs who are facing immediate
bankruptcy/hardship due to COVID-19. Key steps for implementation of this
recommendation include:

e establishment of a simple mechanism for identifying and prioritising SBH
TA needs between SBH, NZMFAT and PIC.

e contract variation for PIC to reallocate/combine available programme
funds into a specific budget line, ‘Component 2 TA Support for SBH’ to
facilitate procurement processes.

e fast track discussions on possible areas of collaboration between PSDP
and MDF.

Recommendation 4: There are several options which came through the discussions
on possible strategic direction for SBH in light of possible exit of key development
partners at the completion of time bound projects. SBH is well aware of its
capabilities and need for having a responsible financing strategy to ensure delivery of
its core services. These include the expansion of its role in managing special projects
which has built on its reputation to effectively manage and implement projects.
Based on these capabilities, possible strategic direction for SBH include the following;

Retain current mandate with expanded financial products
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0 SBH to retain current mandate with continued annual support from GoS to
cater for the targeted core markets: Leverage 25 years of networking and
relationships with clients to build a case for access to the full term deposits
currently maintained by MOF. The growing capacity of SBH to implement
special projects provides another key source of income to sustain their core
functions, however, cost implication of maintaining these services need to be
carefully considered once development projects are completed.

Divestiture options

o Government or State Owned Entity: the capacity to pay among the clients
SBH are servicing is very limited. These fees are not sufficient to ensure
financial viability of SBH. GoS through the MOF and ADB are restructuring
DBS to be more financially viable. The SABS Facility which provides the same
services like SBH but to the larger MSMEs in agriculture is now earmarked for
absorption into DBS when the project ends in 2021. There is merit in
assessing the feasibility of SBH to be fully integrated into existing
government entities such as DBS or to be set up as a SOE itself. This would
require a big culture shift within DBS and SBH if this option is taken.

o Fully Commercial Entity: another viable option to consider would be to sell to
a commercial entity such as SCB who have similar products and target the
same market segments as SBH. A variation of this option is for SBH to be
fully commercialized and pursue a full business model similar to SPBD by
building on its microfinance and microinsurance products. Further analysis on
the viability of this option is also warranted.

Recommendation 5: Continuous update and integration of PSDP results framework
into SBH CIS system & MCIL M&E as more data on outputs & outcomes are collected
by MCIL & SBH. Building on PIC support provided to SBH to design and run its first
annual client survey in 2020, SBH to continue annual client surveys from 2021
onwards.

Recommendation 6: No extension of the Closing Date is recommended at this time
but this would need to be revisited by the end of 2022. No additional finance is
recommended at this time but this would need to be revisited by end 2022 to
address potential inequities and for project management costs associated with an
extension (if needed).

Recommendation 7: Strengthen existing governance mechanism for PSPD by
reinforcing high level (CEO or relevant authority) representation in PAC as well as
SBH Board. The inclusion of key agencies like MFAT Samoa in PAC to ensure
coordination with relevant programs including Pacer Plus.

10



Private Sector Development Programme Mid Term Review Final Report

3

Background

The Activity

The Ministry of Foreign Affairs and Trade (MFAT) provides development funding for the
Samoa Private Sector Development Programme (PSDP) 2018-2023 which consolidates
MFAT’s support under a single programme that addresses a number of long standing issues
in the enabling environment for private sector development and provides a balanced package
of direct support to micro, small, medium enterprises (MSMEs) comprising finance (loans and
equity) and business development services.

The overall goal of PSDP is inclusive economic growth and sustainable development of
Samoa’s private sector in alignment with national development objectives. The specific
objective is to facilitate improved performance of Samoa’s private sector in order to generate
improvements in profitability and employment.

The rapid spread of the COVID-19 pandemic from March 2020 has greatly impacted the
global, regional and national economic or private sector activities. The situation continues to
evolve and the outlook remains uncertain. Recovery is now expected to start later and be
slower than previously foreseen. Travel restrictions and containment measures are likely to
be in place for longer, and are expected to be lifted only gradually, with the possibility of
reversal should new waves occur. Even when business supply chains start to function again,
new health protocols mean businesses will be operating at restricted capacity. Overall,
domestic demand remains subdued given continued social distancing and containment
measures, weak tourism, and a rather lackluster recovery by historical standards in global
trade.

The updated quarterly Gross Domestic Product (GDP) reports from the Samoa Bureau of
Statistics (SBS) in December 2020 highlighted an overall -3.5 percent reduction in real GDP
for FY 2019/2020. On a quarterly basis, the highest recorded decline of real GDP (-15.4
percent) was noted at the end of September 2020 when compared to the same quarter in
2019. This rebounded slightly to -8.0 percent in the following quarter (December 2020).
When annualized this represents a contraction of -9.1 percent (or approximately SAT$170
million reduction) for nominal GDP for calendar year 2020. The impact is being felt
throughout the entire private sector ecosystem just as it was recovering from a measles
outbreak in late 2019. In 2020, with the exception of public administration, utilities and
personal/other services the rest of the industries contracted beyond the levels set in 2018

1 SBS GDP Quarterly Report December 2020

11
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The Government of Samoa (GoS) has made substantial efforts to build its macroeconomic
resilience in recent years, including by raising domestic revenues, containing spending and
bringing down the level of public debt. This has put it in a good position to implement a
substantial economic response package (totalling around 7 percent of GDP over two phases)
to help mitigate the impacts of COVID-192. Overall, due to these unforeseen health related
disasters, the economy contracted by 3.5 percent in FY2019/2020 and is expected to
contract by 8.5 percent in FY2020/2021, due largely to the effect on tourism-related
industries3. The projected output growth rates for selected Pacific Island Countries (PICs)
also indicate overall negative growth in FY2020/2021 with slight improvements expected for
FY2021/2022 as global and national level restrictions ease off once vaccinations are
underway in 2021. This trend indicates a number of economies including Samoa will not
achieve pre-pandemic growth until 20264.

Figure 1: Real GDP Growth Forecasts for Selected PICs

The total number of businesses per industry in 2018 was 6,223 and it grew by 2 percent to
reach 6,374 in 2019%. An indicative number of businesses which are classified by Ministry of
Customs and Revenue (MCR) as Small, Medium sized Enterprises (i.e. annual turnover of
less than 1 million tala) was more than 4,0008. However, this definition is not used by the
Micro, Small and Medium sized Enterprise (MSME) Policy released in 2020. The ‘interim’
definition of MSME refers to the ‘number of registered employees’ as the size indicator, with

2 World Bank Samoa First Response, Recovery and Resilience Development Policy Operation with a Catastrophe
Deferred Drawdown Option Project Information Document December 2020

3 IMF Article 1V Staff Report 2021

4 IMF World Economic Outlook April 2021

5 SBS GDP Quarterly Report December 2020

6 MSME Policy and Strategy 2020

12
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since 2018 is Trading Across borders with the increasing cost of importing and exporting as
well as the ongoing challenges with access to credible credit information for MSMEs.
Notably, MCIL are addressing these issues through the development of its national Industrial
Policy particularly with regards to the methodology utilized for the calculation of the Trading
Across borders indicators such as freight cost.

The GoS continues with full precautions and preventive measures to control the transmission
of COVID-19, including preparation of the health system to treat and care for patients. Social
distancing measures and overseas travel restrictions remain in effect under the continued
State of Emergency which was declared on March 20, 2020. The full reopening of Samoa’s
borders is dependent on access to a vaccine as well as the status of travel restrictions in
other countries especially our key tourism markets like New Zealand, Australia and American
Samoa.

Evaluation Purpose and Design

Purpose
The main purpose of the MTR is to assist NZMFAT and key PSDP stakeholders to:

e identify progress towards PSDP outcomes, including any positive and negative
unintended outcomes from the PSDP (effectiveness and efficiency) and the likely
sustainability of these going forward;

e ensure ongoing relevance and coherence of the PSDP to the context in Samoa
particularly in light of the ongoing impacts of COVID-19;

e examine the PSDP approach to private sector development and whether this is
effective and efficient;

e examine whether the PIC model used to support implementing agencies (MCIL and
SBH) in achieving PSDP outcomes is effective and efficient;

e capture key changes (what and why) to governance, management and operational
arrangements made to improve implementation of the PSDP;

e identify improvements to strengthen implementation by MCIL and SBH of
Components 1 and 2 of the PSDP in the out years (years 4-5) that would improve the
efficiency and effectiveness of their work;

e identify any improvements in out years (years 4 and 5) to strengthen the way PIC
supports MCIL and SBH to deliver their respective components.

Scope

As per Terms of Reference the scope of the review covers the period of 26 months from 1
July 2018 to 31 August 2020. The MTR focused on assessing the core criteria as outlined in
the TOR and summarized below.

e Criteria 1: Relevance and Coherence - Assess relevance through the extent to
which the PSDP objectives and design respond to beneficiaries’, Samoa, and
partner/institution needs, policies, and priorities, and continue to do so if
circumstances change. Assess coherence by looking at the compatibility of the PSDP
with other interventions in Samoa and the sector with particular focus on internal
coherence (synergies/interlinkages between PSDP and other similar interventions) as
well as external coherence which measure the extent to which the PSDP is adding
value while avoiding duplication of effort.

14
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e Criteria 2: Examine Approach of PSDP - Assess the underlying theory of change
as outlined in the revised PSDP Monitoring, Evaluation, Research and Learning
(MERL) Framework sound and ensure this is still the right approach.

e Criteria 3: Effectiveness and Efficiency - To examine the progress being made to
date in achieving PSDP outputs (Components 1 & 2) and short and medium term
outcomes including for the last 12 months (March-August 2020) in the context of
COVID-19.

e Criteria 4: Lessons Learnt and Sustainability - Lessons learnt to inform ongoing
implementation - to identify any implementation challenges that impact on effective
and efficient delivery of the PSDP components and PIC support and how can they be
improved (recommendations) to deliver sustainable outcomes in the out years (years
4-5) of the PSDP.

Design and Approach
The MTR review process started on 1 March 2021 and followed the approved methodology
and approach outlined in the PSDP Review Plan submitted on 9 March 2021.

¢ Desk Review - reviewed and synthesized relevant reports to obtain quantitative data
on key indicators and information from the identified sources.

e Focus Group Discussions - semi structured face to face interviews with 26 key
stakeholders.

e Survey Questionnaires - circulated the general survey to 46 identified unique
stakeholders via Survey Monkey. Main purpose was to gauge progress of PSDP
components and there were 17 complete responses received. For the pilot SBH Client
survey, the team completed 13 out of 14 semi structured face to face interviews with
SBH clients approved under Stream 3 - Business Growth unit as well as Green
Business Support Credit (GBSC) microfinance facility.

15
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A

Overarching Findings

Relevance and Coherence

Purpose

To assess (i) relevance through the extent to which the PSDP objectives and design respond
to beneficiaries’, Samoa, and partner/institution needs, policies, and priorities, and continue
to do so if circumstances change and (ii) coherence by looking at the compatibility of the
PSDP with other interventions in Samoa and the sector with particular focus on internal
coherence (synergies/interlinkages between PSDP and other similar interventions) as well as
external coherence which measure the extent to which the PSDP is adding value while
avoiding duplication of effort.

Overall Findings

PSDP Relevance: The relevance of PSDP is assessed as HIGH given existing NZMFAT and
GoS priorities especially with regards to MSME policy development and policy response
mechanism to COVID-19.

PSDP Coherence: The coherence of PSDP modalities is HIGH and aligned with existing
initiatives targeting the private sector. GoS priority remains on enhancing policy environment
for private sector development through MCIL and providing targeted business development
services and access to finance for MSMEs through SBH.

PSDP Relevance

The Government and its development partners acknowledge the importance of private sector
development to economic and social development as evident through the opportunities
identified for private sector development in Samoa 2040 as well as Outcome 5: Participation
of Private Sector in Development Enhanced in the current Strategy for the Development of
Samoa (SDS 2016-2020).

The original design of the PSDP consolidated NZMFAT support under a single programme that
addresses a number of long-standing issues in the enabling environment for private sector
development and provides a balanced package of direct support to MSMEs comprising
finance (loans and equity) and business development services. The overall goal of PSDP for
inclusive economic growth and sustainable development of Samoa's private sector also
remains aligned with the 2020 MSME Policy & Strategy vision: "Samoa will have a
sustainable and globally competitive MSME sector that contributes to growth in
GDP, employment and exports”.

PSDP comprises of two components, defined in the Activity Design Document (ADD) as short,
medium and long term outcomes: (1) Enabling Environment addresses issues and emerging
priorities in the enabling environment for private sector development the quality system for
business advisors; (2) Direct Support for Micro, Small and Medium Enterprises - provides

16
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support services for individual MSMEs, including both financial and non-financial instruments
to catalyze their growth.

The MSME policy acknowledges that whilst MSMEs share some commonalities, different sizes
and types of businesses have different needs and growth prospects which require specific
policy responses®. Some of these differences are evident with the types of MSMEs currently
supported by the market. Small to medium sized enterprises tend to have sufficient security
to allow for ease of access to finance with traditional financial institutions. Whereas as micro
or startup enterprises require subsidisation and business support services in order to be
more competitive. This type of issue further supports the PSDPs specific objective which is to
facilitate improved performance of Samoa's private sector in order to generate
improvements in profitability and employment.

Feedback from consultations and the general survey indicate the PSDP continues to be
relevant given its key objectives of supporting the growth of SMEs. Representatives of the
banking industry indicated that the PSDP has provided positive impacts for their clients and
Samoa’s economy. This was evident with signs of improved standard of living, social
economic benefits being provided in this area, as well as improved management skills of
business owners through training and advisory services provided.

The economic outcomes of SBH's activities have also been analysed through several
independent impact assessments with the recent one covering the period 2014-2018
completed in 2020. The impact assessment indicated that SBH continues to provide value for
its business clientele and now provide three streams of services targeted at a much broader
spectrum of enterprises:

e Stream 1: micro-enterprises and start-ups
e Stream 2: small, more established enterprises
e Stream 3: medium sized enterprises with growth potential

Overall, SBH’s services remain relevant as it continues to service an important client group
currently not adequately addressed by formal financial institutions. These include start-ups,
micro and small enterprises - which cannot (a) afford to pay commercial rates for business
support and (b) access commercial bank lending. SBH therefore plays an important public
good role. There remains, however, a narrative that SBH should be financially self-sufficient
and reduce its reliance on donor funding. Given its client base, this is not really realistic and
has become even less so with the impact of the COVID-19 crisis on MSMEs' bottom lines. In
addition, given the projected prolonged impact of COVID-19 on Samoa’s economy over the
coming years, there is a high likelihood subsidies provided through programs such as SBH
are the best way to address genuine market failures like ability of MSMEs to service their
debts and access finance for business sustainability.

Relevance against other private sector development initiatives

9 Samoa MSME Development Policy and Strategy 2020.
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who were not eligible to access finance with financial institutions unless they met their
lending criteria’s as well as collateral for any loan advance. The GBSC allows micro and start-
up businesses to access finance ranging from SAT$ 5,000 to SAT$ 10,000 and build up their
credit or financial history. The lending is secured by micro insurance scheme based within
SBH and advocates for group guarantees through established cohorts within the villages. A
candidate who successfully pays off their debt within the required timeframe under GBSC is
then eligible for the traditional guarantee support provided through PSDP.

Coherence of PSDP Components and Implementation Modalities.

The PSDPs two components both aim to stimulate private sector development through
several sub-components and outputs. The logical flow or coherence of these components
remains given the focus on improving business enabling environment through MCIL as well

20
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as ongoing need for access to finance as well as business development services through SBH
given their initial business model was based on meeting an identified market failure in terms
of access to finance for micro to small businesses. This development focus has been the
cornerstone of SBH’s mandate for more than two decades and had secured funding from
both government and development partners like NZ and ADB in order to address this market
failure. Prior to COVID-19 the change envisaged under PSDP was for SBH to focus more on
transitioning micro and small businesses towards the medium or business growth segment.
This was to be achieved with targeted support through the Programme Implementation
Contractor (PIC) provided by Palladium in association with Akina Foundation.

Governance Mechanisms

During early implementation of PSDP, some key changes were made to governance,
management and operational arrangements to improve the way PSDP was implemented.
Some of these changes, whilst necessary, also represented a departure from the PSDP ADD.
An overview of the updated governance and reporting architecture is presented below:

Figure 3: Revised PSDP Governance and Reporting Arrangements

The key changes included the creation of the Programme Approval Committee (PAC) to
provide oversight and timely project-based decisions. The original oversight was to be
provided through the Trade, Commerce & Manufacturing Steering Committee (TCMSC),
which was comprised of over 20 entities and only met on a quarterly basis. The creation of
PAC was seen to be necessary to provide timely approval of proposals through Component 1
TA Facility. Discussions with key members of the PAC including SBH, MCIL (Secretariat),
NZMFAT and MOF indicate the PAC mechanisms seems to be working relatively well since its
establishment in 2019.

21
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However, MFAT Samoa who is one of the members of TCMSC felt they should also be part of
the PAC given their role with the implementation of the PACER-Plus agreement and
subsequent programme management team to be established in Samoa in mid-2021. The
reporting requirements for the multiple governance arrangements also took time to adjust
given the established roles and responsibilities already in place prior to PSDP. More active
and consistent high-level representation of core agencies like MOF in PAC and SBH Board
was also raised as one of the areas to be improved.

Programme Implementation Contractor (PI1C) Modality

The PIC's role was to support SBH and MCIL with capacity building and organizational
development, to enable them to deliver their respective components effectively and improve
their approaches to Monitoring, Evaluation, Research and Learning (MERL) and Gender and
Social Inclusion (GESI) issues. Key PIC advisors included a long-term Transition Support
Consultant (TSC), with intermittent support from the Project Team Leader, MERL advisor,
GESI advisor as well as a global network of technical experts — who would help deliver
innovative solutions and practical strategies to support SBH and MCIL to implement
Components 1 and 2.

Since the implementation of PSDP in July 2018 and mobilisation of PIC team in February
2019, significant changes were made in terms of organisational roles as well as monitoring
and reporting developments within SBH. This culminated in the rebranding of SBH in
November 2019 which also marked SBH’s 25 years of service to the MSME community. SBH’s
new Strategic Plan 2019-2023 was also launched in 2019 and reflects SBH’s expanded
mandate with continued focus on start-up businesses as well as more targeted support for
established businesses, along with increased consideration of those businesses with export
potential or that are now export ready.

The GESI and MERL advisors provided timely support to help enhance SBH and MCIL
engagement and reporting capacities. The existing frameworks for gender inclusion and
monitoring and evaluation were further strengthened through the specialist inputs provided
by the PIC team. This included adopting GESI concepts in the Samoan context, which SBH
already had i.e., inclusive policies in place and their client base had more females from rural
and remote areas. GESI encourages inclusive business models that accommodate different
sexualities. Prior to PSDP, SBH had already established mechanisms in place to capture
gender related data which the GESI advisor was able to build upon. SBH were able to tailor
their services based on assessment of gender differentiated needs. As an example, SBH was
able to identify based on available gender data that women were more inclined to manage
their finances and repay their loans on time vs their counterparts. In terms of gender
inclusion, over the past 5-6 years majority of beneficiaries coming through the programme
were women. However, in the last 3 or so years SBH has seen an increase in the number of
men (Trainings, Business management courses), in terms of ownership of the businesses of
which the majority were men.

Based on discussions with the stakeholders, the support provided by the PIC team and TAs
through the TA Facility has been timely and of good quality. The PIC modality allows for ease
of recruitment and dedicated support towards key agencies including SBH and MCIL. Based
on the TOR of the PIC the Team leader role was to be intermittent and focused on high level
strategic inputs to the PSDP whereas the TSC role was to be full time and based in SBH to
assist with on the ground implementation of the PSDP.
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PSDP Approach

Purpose
To assess the underlying theory of change as outlined in the revised PSDP Monitoring,
Evaluation, Research and Learning (MERL) Framework sound and ensure this is still the right
approach.

Overall Finding

The PSDP underlying theory of change and approach is assessed as MODEST given elements
of alternative approaches such as Market Systems Approach (MSD) may be more responsive
in addressing impact of COVID-19 on MSMEs.

The original design of the PSDP in 2017 focused on inclusive economic growth and
sustainable development of Samoa’s private sector by working on improving quality of
business advisory support provided by SBH to MSMEs under Component 2 and enabling an
improved business environment under Component 1. The ADD also included a results
diagram which outlined how the PSDP would achieve its longer term outcome of increased
contribution of the private sector to GDP and also reduce urban drift and emigration of
productive people. Significant events have occurred since the original design particularly with
the onset of the measles epidemic in 2019 and COVID-19 in 2020.

Initially the start-up of the PSDP was slow in July 2018 while the PIC was being recruited.
Once the PIC was mobilized in early 2019, SBH staff and management needed time to
adjust. Naturally as an organisation who has been working in this field for a while, SBH has
built up its own processes and way of doing business. The introduction of a full time TSC and
PIC structure took some time for SBH to adjust to, particularly with regards to reporting and
engagement with other stakeholders. Feedback from consultations with SBH management
indicated that the scope of work envisaged for the TSC seemed overly ambitious with the
“one size fits all approach” which could have been attributed to how the PIC contract was
designed. The TSC's other role was to socialize the PSDP’s “theory of change” which seemed
to cause a disjoint between SBH and the PIC.

Following several discussions between PIC and SBH, they were able to address these
concerns. SBH integrated the TSC as part of their team which led to more effective and
streamlined working relationships. However, the onset of COVID-19 which led to the
repatriation of the TSC in early 2020 was unexpected and led to changes to the way support
was provided. Online communication channels were established and worked to some extent,
however, in-country support seemed to be the preferred modality for both PIC and SBH. In
light of ongoing COVID-19 restrictions, SBH suggested a joint system approach where all
specific TA roles can be fulfilled and prioritized. Based on discussions with SBH, they
indicated that future TAs should be procured for specific needs based on emerging priorities
from the annual work plans. Given, the TSC inputs will be completed in September 2021,
there will be a need for targeted short term TA based support to address emerging needs not
only in response to COVID-19 impact on SBH’s business model but their clients as well.

Given, the significant impact of COVID-19 on the global and national economy, a
reassessment of the underlying theory of change is needed. The updated causal chain from
project activities to the intended project development objective (‘theory of change’) is
outlined in Figure 4 below (refer to Appendix 3 for details). Specific changes will be needed
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Commerce
business
confidence
survey

Table 3: PSDP Component 1 Monitoring Progress

Component 2 Progress on Outcomes and Outputs

The direct support provided to MSMEs through Component 2 aims to achieve business
growth. Success is measured in terms of increased income generation by MSMEs; new jobs
created and increased levels of non-guaranteed borrowing. Impact can be measured at the
sectoral level and on the supply chain (e.g. flow-on effects to other enterprises), gender
equity (e.g. increased participation of women in the workforce or in decision-making roles),
the employment of youth, and improved technical skills of staff.

Under Component 2, key achievements have been the rebranding of SBH as well as
improved reporting. However, the Business Growth program was launched but was delayed
due to COVID. Stream 3 was originally conceived as an accelerator/incubator where you
have a face-to-face training program delivered over 4 or 5 months with ongoing mentoring
and coaching services. This program has not yet been delivered as a cohort face to face
program. The SBH stream 3 team has put the content online instead. Their focus has been
much more on their clients getting a loan guarantee. Palladium envisioned that SBH would
charge a fairly sizable amount since the program targeted bigger clients. They settled on
approximately $2,300 SAT. This is a useful service, but it lacks the interaction, discipline and
peer to peer learning offered by a classroom-based programme Stream 3 has since morphed
into an online platform with modules that included basic business skills and bite size video
tutorials. This is a useful service, but it lacks the interaction and discipline.
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SBH indicated the context of business training material used could be more relevant to
Samoa i.e. the use of Bangladesh and Vietnam case studies may not be the best fit. The
training material should incorporate what fits to avoid a disconnect between expectations
and what was delivered. A fuller assessment of the training services - relevance to client
needs, extent to which program are based on research into needs and most effective delivery
modes may be warranted for all 3 streams under SBH given the focus of PSDP is mainly on
stream 3. Considerations of other examples from Fiji may be warranted where the most
effective support was mentoring form local business people for MSMEs and not through
training courses.

PSDP Resourcing
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s9(2)(b)(ii)

NZMFAT sets performance targets to incentivize SBH. This helps improve the quality of
services in the different streams, client satisfaction and demand for the service. Two-way
conversation between NZMFAT and SBH on whether to incentivize or reduce resources is
quite flexible. The incentives are linked to achievement of agreed targets with NZMFAT on
an annual basis. A possible area that SBH could explore based on the findings from the SBH
2020 Impact Assessment report is how to improve the mind-set of banks towards the
creditworthiness of MSMEs who have completed SBH trainings and assessments. This
indicator could focus on areas where banks feel MSMEs need to improve on in terms of
creditworthiness and how it could be addressed through SBH business development services.

PIC Support to Component 1 and 2

The PIC acts like an enabler for the changes in the Results diagram to ‘unfold’. It promotes
changes and improvements in the two ‘partner’ organisations and in their capacity to
implement the PSDP. These changes/ improvements in the capacity of SBH and MCIL were
not initially included in the PSDP ADD and were subsequently made through the MERL.
Discussions with MCIL and SBH indicate they have adopted the recommendations made
through the MERL and GESI advisors with regards to their monitoring and reporting systems.

The facilitative role envisaged for the PIC team had some teething issues when the team was
mobilized. The onset of COVID 19 in early 2020 also impacted on the in-country support
capabilities of the PIC team particularly for the TSC. This led to the adoption of alternative
communication measures such as utilization of online meeting platforms as well as
established weekly meetings to report on progress whilst the restrictions in place. These
strategies may be the new way of doing business given the ongoing COVID restrictions which
will limit the ability of PIC and overseas based TA to have a physical presence in Samoa.

Initial discussions with the TSC indicate that SBH organizational capabilities have improved
particularly with the new services and products provided through streams 1-3 and ability to
deliver on special projects. However, further improvements may be needed in terms of the
current cost structure of SBH which is mainly funded from grant-based sources. A stronger
policy direction from the governance board is also needed to identify viable financial options
to secure its current mandate and structure.

Main areas where SBH Board can focus on for the remaining period of the PSDP include
taking on a more active role in working with the TSC to develop and implement a time-bound
transition plan, recognising the constraints and risks of remaining PSDP activities as well as
ensuring compliance with terms and safeguards as referenced in the Grant Agreement with
NZMFAT. In addition, the current composition may also benefit from adopting the
recommendation from the original ADD to include DBS which is SBH’s principal financial
services partner. The addition of relevant partners in the Board should help facilitate and
guide the development of the proposed strategic options for SBH.

PSDP Efficiency

Procurement processes
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MCIL specifically requested that procurement be done through PIC as they were aware that
government procedures can be quite tedious at times. Under PIC, procurement takes around
3-6 weeks and TAs engaged to support the work for Component 1 have been high quality.

This arrangement with PIC has been quite helpful and effective.

A comparison of the

timeframe against the usual government tender process clearly shows efficiency gains in

terms of timely access to quality TA.

PSDP TA FACILITY PROCESS

(On average 4-6 weeks to complete Steps 1-
4)

Step 1 - Development of Concept Note by
Implementing Agency and submit to PAC for
approval

Step 2 - PAC reviews and approves Concept Note
to proceed to full development of TOR by
Implementing Agency with support from PIC

Step 3 - Submission of TOR to PIC for recruitment
of appropriate TA.

Step 4 - PIC identifies shortlisted TAs and submits
selection to PAC for approval

Step 5 - PIC contracts selected TA and monitors
implementation.

GoS TA RECRUITMENT PROCESS

(On average 3-6 months to
complete Steps 1-12)

Step 1 - Preparation of Terms of
Reference and estimated cost.
Verification that the requisition is
within the relevant project scope and
that the budget includes this
procurement.

Step 2 - Circulate the TOR to the
appropriate authorities for review.
Approval of the TOR

Step 3 - Prepare the Request
Expression OF Interest (REOI) using
the approved template from Step 2.

Step 4 - Expressions of Interest
(REOI) in a local newspaper for
national consultants and online for
international consultants.

Step 5 - Receipt of the Expression of
Interest with CVs, and names of
referees.

Step 6 - Evaluate the consultant’s
resumes using the approved
evaluator's assessment form in TOR.

Step 7 - Invite the best qualified
consultant for negotiations.

Step 8 - Prepare the evaluation report
using the approved evaluation report
template in Step2.
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Step 9 - Submission of the Evaluation
Report & Draft Negotiated Contract to
Tenders Board to obtain approval if
the contract value is: Ministries:
above SAT$50,000, State Owned
Enterprises: above SAT$200,000,

Step 10 - Obtain approval from
Cabinet if the contract value is above
SAT$500,000.

Step 11 - Legal review and clearance
of the Draft Contract Document by
the Seconded Lawyer from OAG

Step 12 - Sign the contract and
monitor implementation

Table 5: PSDP Procurement vs GoS Procurement Processes

Monitoring, Evaluation and Research Learning

The MERL TA was formerly engaged by PIC in February 2019 and provided support to MCIL
and SBH. The support included the design and implementation of a results-focused
evaluative management approach and system covering both components. One of the main
changes to the PSDP design was the revision of the results framework through the MERL
tool. In May 2019, the MERL Guide for PSDP Managers was finalised and circulated to MCIL
and SBH. The recommended changes to the MERL were approved based on updated
information as well as ensuring alignment with existing M&E frameworks within SBH and
MCIL.

MCIL and SBH are ultimately responsible for the management, coordination and MERL of
their respective components under the PSDP. PIC’s role includes data collection and
reporting on the impact of the support it has provided to the implementing agencies through
its reporting to MFAT. The MERL has also built on an existing SBH and MCIL monitoring
systems and provides a sound foundation for tracking PSDP performance under both
components. Through the MERL, changes were made to how MCIL and SBH monitoring roles
and responsibilities. Both agencies are ultimately responsible for the management,
coordination and MERL for their respective components of the PSDP. The reporting cycle is
well established and includes the following:

a.PIC: 6-monthly reports which are based on the feedback from the two implementing
agencies on the support provided by the PIC staff (TL, TSC, GESI, and MERL).
Feedback covers what worked well on capacity building the IA received, what was
challenging; and what to improve next time.

b.SBH: quarterly reports, annual report (inclusive of audited accounts), secretariat
minutes for SBH Board

c. MCIL: quarterly reports, secretariat minutes for PAC

d. MOF: financial and audited reports to MFAT for utilization of component 1 funds.
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SBH are still utilising their Customer Information System (CIS) which was developed by a
locally based ICT company in 2017. This centralized CIS allows SBH to monitor and track
performance of their clients and the local developer provides on-call support to SBH if they
run into any technical difficulties. Key features of the CIS system allow for mobile, tablet and
desktop capabilities. A monitoring system was developed separately by Skyeye to allow for
a visual dashboard as well as real time monitoring from the field. The server is hosted at
SBH HQ and the system involves a 3-step process (pre assessment, follow up visits and
Loan) which largely depends on the approval from financing partners including ANZ, NBS,
SCB, BSP and DBS. Annual client surveys and profiles of successful clients like the one
below are needed to verify the results of SBH support towards targeted clientele.
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Monthly updates on the client performances are sent through from the different financing
agencies which are then integrated into the CIS system by the SBH IT Team. Total number
of clients that are currently registered on the system is 4413, and 22 of which are under
Stream 3. Options of adding in new filters such as “Loan Cleared” are currently being
implemented. Main fields currently being used include loans that are in arrears, non-
performing, foreclosed and approved. The reporting functions are utilized as needed by the
SBH team for monitoring purposes and the results framework for PSDP provides a good
starting basis for key elements to be captured from the CIS database.
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Sustainability of Future Implementation Support

Purpose

To identify any implementation challenges that impact on effective and efficient delivery of
the PSDP components and PIC support and how can they be improved to deliver sustainable
outcomes in the out years (years 4-5) of the PSDP.

Overall Finding
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The sustainability of PSDP is assessed as LIKELY

Prior to the measles and COVID 19, PSDP was on track with achieving its medium to long
outcomes. COVID 19 has reshaped people’s behaviours towards a ‘new normal’. For private
sector development, the pandemic brought with it fast-moving and unexpected variables that
have forced the businesses to rethink how they could continue serving the target groups that
they have committed to without compromising their statutory obligations. It has pushed the
private sector to think ‘outside the box’ and explore new opportunities.

SBH may need to consider possible collaborative work with MSMEs in the same sector or field
of work. They can do this by adopting digital technology. In this period of COVID-19, the
pandemic can actually trigger MSMEs in any industry to create new strategies and set the
stage for long-term growth and market leadership. Adopting digital technologies can also
help MSMEs to enhance the digitization of internal operations and processes, to improve
performance effectiveness and efficiencies, to reengineer business models, to ensure
business survival or even to enhance business process innovation.

MCIL and SBH have taken on board a leading role with regards to the implementation of
activities and monitoring of progress given the relocation of the TSC back to Australia and
limited in-country visits by the PIC team. This has built the local ownership of these
agencies and has led to new ways of doing business particularly with online communication.

For SBH, additional support from MOF may be warranted if they are to utilize the existing
term deposits within the Central Bank as leverage to negotiate better fees and interest rates
from targeted banks. There’re approximately $8 million term deposits with MOF which is
invested through CBS. Only two local banks (SCB & NBS) have signed the new MOUs under
the PSDP given ANZ and BSP are awaiting feedback from their overseas management before
they can commit.

Support provided to MCIL and SBH through the GESI and MERL plans have been completed.
The PIC is responsible for assessing the changes in skills, knowledge, and approaches at
MCIL and SBH. For SBH, this reporting relies heavily on the TSC’s assessment of SBH's
capability improvement as a BDS provider. MCIL and SBH report on changes in knowledge,
skills and approaches through their own quarterly and annual reporting to NZMFAT, the PAC
and the SBH Board. A review of SBH and MCIL work plans, strategic plan and quarterly
reports since the mobilisation of the PIC team indicate significant changes particularly for the
monitoring and reporting frameworks in place.

Given the progress to date with changes made to the monitoring and gender equality and
social inclusion components within SBH and MCIL, it was suggested that further discussions
on how these roles may provide targeted support for the remaining two years of the
programme will be needed. The provision of short-term TAs with specific skills based on
emerging priorities could provide targeted support to SBH once the TSC in country presence
is completed in September 2021.
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O

Evaluation Conclusions

The original aim of the PSDP on business growth and financial sustainability of SBH as well
as improvement of the enabling environment for MSME development was relevant at the
time of its design. However, in light of unforeseen measles epidemic in 2019 and COVID 19
pandemic in 2020, there may be a need to reassess the underlying logic of the programme
and its medium to longer outcomes.

Given the impact of COVID 19, the ability of markets to function properly is not feasible.
Due to these failures, the marginalized groups which usually include micro to small
businesses are the ones who suffer the most and are left out due to the social and economic
barriers presented. As a result of these failures, the PSDP remains highly relevant and
coherent for continued support to affected businesses.

The underlying theory of change would require a shift towards a more market systems
focused approach which is premised on the assumption that proper functioning of markets
can serve as an efficient tool to boost the allocation and coordination of resources as well as
the exchange of goods and services within an economy. Well-established markets foster
competition and provide incentives for investments. They lower the costs of doing business
that enable growth and reduction in poverty. Adopting an MSD approach will help address
the underlying causes of market dysfunction by indirectly facilitating the business
environment so they can operate more effectively, sustainably and beneficially for MSMEs
that have been affected. This will allow MSMEs to focus on sustaining its services and ensure
survival post COVID 19.

The MERL has established a sound monitoring system and process to be followed for
reporting on the progress of PSDP outcomes, outputs and activities. The modalities utilized
including the setup of the PIC and mobilisation of relevant TA to address emerging priorities
in response to challenges now faced by MSMEs in light of COVID 19 is even more crucial
now. Enhancement to the PAC membership may be warranted to include another key
implementing agency (MFAT Samoa) in light of upcoming establishment of the PACER-Plus
Implementation Facility in Samoa in July 2021. There are several areas where PSDP
complements or aligns with needs identified through the current PACER-Plus needs
assessment process. Additional resources may be needed for the TA Facility in order to
address targeted support for SBH if not available through the existing PIC contract.

The changing environment presents an opportunity to reassess the medium and long term
outcomes of the PSDP to ensure sustainability of achievements to date.
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6

Lessons Learned

Key lessons learnt based on progress of existing PSDP outputs and outcomes to date include:

1. The value of good project design (TA support & business trainings =» business plans
= loan guarantee & investment loan approved).

2. Time spent during design on clearly identifying project support inputs and approval
procedures will translate into fewer delays during implementation.

3. The need for clear lines of communication between implementing agencies and
consultants providing design or project management services AND between
Government agencies and communities setting out the ‘rules of the game’ will lead to
improved outcomes.

4. Alignment of monitoring and reporting mechanisms between PSDP and other similar
investments and streamlining implementing procedures to optimize outcomes and
reduce the PSDPs’ transaction costs on Government agencies and private sector
agencies.
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Recommendations

Uncertainty caused by the COVID-19 pandemic has resulted in new ways of understanding
the paradigm of entrepreneurship. This is especially the case when we combine the
pandemic with accelerating digital transformation. This is important to consider since SMEs
play a vital role in fostering innovation, economic growth, and reducing unemployment.
Competitiveness in operating industries puts pressure on SMEs to continuously create new
innovative value propositions and become more resilient in relation to industry incumbents.

Based on the key findings and conclusions the following recommendations are put forward
for consideration:

PSDP Approach

1. Underlying theory of Change: Adoption of an MSD approach for remaining period
of PSDP to help address the underlying causes of market dysfunction by indirectly
facilitating the business environment so they can operate more effectively,
sustainably and beneficially for MSMEs that have been affected by COVID 19. This
will allow MSMEs to focus on sustaining its services and ensure survival post COVID

19.

a.

Recommendation 1: Adopt a light MSD approach by incorporating elements
of similar facilities like BLP financing mechanisms that have proven BLP
financing mechanisms that have proven successful as well as the proposed
DFAT Market Development Facility initiative. This would require further
discussion between NZMFAT, PIC and SBH to identify the specialist support
needed to help build the capacity of stream-3 staff to think and work in new
ways and buy-in from SBH leadership to ensure its success.

PSDP Implementation Modalities & Resourcing

2. PIC Support: Enhance TA Facility to offer targeted short-term support for SBH to
address emerging TA needs in response to impact of COVID 19. The Facility or PIC
can also provide targeted support to help SBH with assessing the feasibility of the
proposed strategic options to ensure its ability to continue offering its core services
to MSMEs.

Recommendation 2: Adjust the allocation of funds between components
and scope of work/TORs of key consulting inputs (amendments to existing
major contracts as may be needed so as to adjust to the requirements of the
project (for example, the TA Facility under PIC contract).
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Recommendation 3: Pivoting targeted MSME support in light of COVID 19

impact on Business Growth scheme (Stream 3). PIC Transition Manager and

team to assess with SBH feasibility of offering targeted short term TA
support for SBH to address emerging TA needs in response to impact of

COVID 19. Assess feasibility of offering direct financing facilities (e.g. capital

injection through a matching grant) in addition to guarantee scheme for

MSMEs who are facing immediate bankruptcy/hardship due to COVID 19.

Key steps for implementation of this recommendation include:

e establishment of a simple mechanism for identifying and prioritising SBH
TA needs between SBH, NZMFAT and PIC.

e contract variation for PIC to reallocate/combine available programme
funds into a specific budget line ‘Component 2 TA Support for SBH’ to
facilitate procurement processes.

e fast track discussions on possible areas of collaboration between PSDP
and MDF.

Recommendation 4: There are several options which came through the
discussions on possible strategic direction for SBH in light of possible exit of
key development partners at the completion of time bound projects. SBH is
well aware of its capabilities and need for having a responsible financing
strategy to ensure delivery of its core services. These include the expansion
of its role in managing special projects which has built on its reputation to
effectively manage and implement projects. Based on these capabilities'
possible strategic direction for SBH include the following

Retain current mandate with expanded financial products

e SBH to retain current mandate with continued annual support from GoS
to cater for the targeted core markets: Leverage 25 years of networking
and relationships with clients to build a case for access to the full-term
deposits currently maintained by MOF. The growing capacity of SBH to
implement special projects provides another key source of income to
sustain their core functions, however, cost implication of maintaining
these services need to be carefully considered once development projects
are completed.

Divestiture options

e Government or State-Owned Entity: the capacity to pay among the
clients SBH are servicing is very limited. These fees are not sufficient to
ensure financial viability of SBH. GoS through the MOF and ADB are
restructuring DBS to be more financially viable. The SABS Facility which
provides the same services as SBH but to the larger MSMEs in agriculture
is now earmarked for absorption into DBS when the project ends in
2021. There is merit in assessing the feasibility of SBH to be fully
integrated into existing government entities such as DBS or set up as
SOE itself. This would require a big culture shift within DBS and SBH if
this option is taken.

e Fully Commercial Entity: another viable option to consider would be to
sell to a commercial entity such as SCB who have similar products and
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target the same market segments as SBH. A variation of this option is
for SBH to be fully commercialized and pursue a full business model
similar to SPBD by building on its microfinance and microinsurance
products. Further analysis on the viability of this option is also warranted.

PSDP Monitoring & Evaluation Framework: Review and amend as necessary the
PSDP ‘living documents’ especially the MERL Strategy, continuous streamlining and
simplifying templates, forms and procedures in use for eligibility, screening/approval,
and PSDP implementation and monitoring.

a.

Recommendation 5: Continuous update and integration of PSDP results
framework into SBH CIS system & MCIL M&E as more data on outputs &
outcomes are collected by MCIL & SBH. Building on PIC support provided to
SBH to design and run its first annual client survey in 2020, SBH to continue
annual client surveys from 2021 onwards.

Recommendation 6: No extension of the Closing Date is recommended at
this time but this would need to be revisited in by end 2022. No additional
finance is recommended at this time but this would need to be revisited by
end 2022 to address potential inequities and for project management costs
associated with an extension (if needed).

Recommendation 7: Strengthen existing governance mechanism for PSPD
by reinforcing high level (CEO or relevant authority) representation in PAC as
well as SBH Board. The inclusion of key agencies like MFAT Samoa in PAC to
ensure coordination with relevant programs including Pacer Plus.
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