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EXECUTIVE SUMMARY
Objectives
The overall purpose of this study is to provide a detailed understanding of the current status of the procurement of
goods and services within the public and private sector, as well as to evaluate the relevance, potential benefits and
impact of procurement finance for Small and Medium sized Enterprises (SMEs) in Namibia. The main objectives of
the study are:
• to assess the underlying procedures and the impact of public and private sector procurement on SMEs;
• to assess the status quo and relevance of procurement financing in Namibia; and
• as a case study, to assess the economic impact of the Namibian Procurement Fund (Nampro Fund) on its
portfolio clients.

Methods
Firstly, a desk research was conducted to assess the existing public and private procurement policies, regulations
and procedures. Secondly, a survey was conducted from January 2013 to April 2013, targeting a selection of SMEs
(185), financiers and procuring entities.
Secondly, four (4) questionnaires were designed to gather data from the target sources: a selection of SME (185),
including a sampled selection of Nampro Fund clients (14), as well as public and private procuring entities; and
financial institutions providing funding to SMEs. Fieldwork was conducted during the period May to July 2013.
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The research makes the following key findings
Findings relevant to the public sector
• The lack of a mutually-accepted definition for Namibian SMEs hinders the implementation of
comprehensive and inclusive interventions and the development of targeted empowerment legislation.
The revision of the current SME Policy, as well as the drafting of a New Public Procurement Bill are
perceived as important measures to streamline the public procurement process, increase its transparency
and efficiency, and promote integrity and accountability throughout the procedures.
• Government, as the key consumer of goods and services, plays a significant catalytic role in empowering
Namibian-owned enterprises by offering appropriate and exclusive supply contracts to SMEs.

Findings relevant to large private companies
• The preferred procurement method of the interviewed private sector entities is open tendering. Key
determinants for preferential procurement scores are previously disadvantaged status, local ownership,
ownership by female entrepreneurs and SME status.
• The majority of awarded contracts by large private sector entities are service rendering and construction
contracts. Technical contracts, which require knowledge and expertise, are usually outsourced to larger
entities within or outside the country.
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Findings relevant to Small and Medium sized Enterprises
• SMEs face a lack of technical capacity as well as human resources, hence limiting their ability to
successfully complete lengthy and complex procurement processes. Due to the SMEs’ operator carrying
multiple responsibilities, time constraints pose a considerable challenge to SMEs competing for tenders.
• Average contracts awarded to SMEs by the public sector were found to have a value of N$ 5 million,
while parastatals’ and private companies’ average contract values were N$ 3.5 and N$ 2.3 million,
respectively.
• The lack of financing to execute contracts (for working capital, acquisition of machinery and equipment)
constitutes a fundamental challenge to SMEs.
• Contracts allocated to SMEs tend to be small in size both in the public and private sector, and are mostly
limited to the supply of basic goods, maintenance, construction, cleaning, security services and catering.

Findings relevant to financial service providers
• All six respondent financial institutions reported to be offering financing products tailored to SME
clients. Training and mentoring were reported to be core components of the services provided.
• While the range of financial services available to SMEs is relatively wide, SMEs utilize only a few of
these products. SMEs perceive available financing products as not suitable for their needs.
• Financial institutions have indicated low turnovers on bank accounts, as well as the lack of collateral,
managerial and technical skills of entrepreneurs to be among the main impediments to lending to SMEs.

The Research makes the following recommendations
Recommendations relevant to the public sector
• The commissioned review of the SME policy and programmes by the MTI to reach consensus on a
generally acceptable definition of the term ‘SME’;
• The provision of advisory services to SMEs through the establishment of a National Enterprise
Development Programme (NEDP)
• The reintroduction of a credit guarantee scheme;
• The streamlining and centralization of procurement procedures inclusive of and valid for State-Owned
Enterprises (SOEs).

Recommendations relevant to large private companies
• The promotion and enhancement of transparency with regards to preferential procurement policies,
determinants and related information for the general public;
• The promotion of inclusion of new entrants in the supplier value chain and prioritization of locally
produced or manufactured goods.

Recommendations relevant to financial services providers
• Facilitation of a dialogue between financial services providers and SMEs in order to develop appropriate,
demand-driven, tailored services and products, which meet the SMEs’ needs.
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Recommendations relevant to Small and Medium Enterprises
• Broad-based inclusion, participation and consultation of SMEs in the review of the SME policy and
programmes by the MTI, in order for the review to reflect the reality on the ground and to ensure that
their challenges are addressed appropriately.

1.

INTRODUCTION

Background
The establishment and promotion of a vibrant and dynamic SME sector is increasingly seen as an important catalyst
and delivery vehicle towards sustained economic growth, employment creation and the reduction of income inequality in Namibia. The Vision 2030 policy framework, which sets out the long-term national development priorities,
advocates the “promotion of new SME industries and improved financing schemes for new businesses by reworking
the current banking systems” to avoid “insufficient financial and mentor support to SMEs”.
Developing the SME sector requires the engineering of supportive interventions through the various stages of an
enterprises’ developmental lifespan. SMEs specifically tend to face challenges accessing conventional funding in the
early stages, due to their lack of adequate collateral. This is of particular significance to SMEs owned by previously
disadvantaged persons (PDPs), as they especially do not possess adequate assets.
Government has addressed the accessibility of finance for SMEs through the establishment of statutory banks. Along
with these Financial Development Institutions (FDIs), commercial banks and private equity entities also aim to address the financial needs of SMEs by offering working capital and asset financing products through equity funding
schemes.
Both the public and private sector can potentially play a significant role in stimulating the growth of SMEs through
the procurement of goods and services. This study was thus initiated with the overall goal of assessing the extent to
which procurement is a catalyst for empowering SMEs; evaluating the scope of public and private sector procurement; identifying the challenges encountered by SMEs throughout the procurement process; assessing the demand,
market potential and particular relevance of procurement finance in Namibia; and evaluating the economic impact
of the Nampro fund on its clients.

2.

METHODOLOGY

Data Source
The review of existing relevant regulations policies and research papers for public and private procurement, such
as Tender Board reports, the Draft Public Procurement Bill and IPPR brief papers, allow the assessment of procedures, existing efforts and the status quo of procurement and its relevance for SMEs in Namibia. Furthermore, information on various sources of procurement financing and requirements were collated to support the desk research.
To gather relevant primary data and information from the various stakeholder groups, four (4) questionnaires were
designed and applied to:
-

a selection of SMEs (185); utilizing random and judgmental sampling from private and public procuring
entities’ lists and business organizations registers

-

a smaller selection of SME Nampro Fund clients (14)

-

procuring entities and;

-

suppliers of financing products for SMEs.
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Analysis of procurement contracts
The market analysis of procurement contracts is based on interviews with Chairpersons of tender board committees
and Procurement Managers in the procurement units of both public and private entities. The respondents provided
information on tendering and procurement procedures, the range of suppliers, and the nature and value of tenders
awarded for the period under review.

Table 1: List of Public and Private Sector Procuring Entities Interviewed
PUBLIC ENTITIES (7)

PARASTATALS (9)

LARGE PRIVATE COMPANIES (6)

• Ministry of Finance

• Social Security Commission (SSC) • Fruit ‘n Veg

• National Planning Commission

• Telecom Namibia

• Hilton Hotel

• Ministry of Education

• Nampost

• Santam Namibia

• Ministry of Works and Transport • Nampower

• Rössing Uranium Ltd

• Ministry of Health and Social
Services

• Roads Contracting Company

• Avis Namibia Ltd

• Tender Board Secretariat

• GIPF

• Oshana Regional Council

• Oshakati Town Council

• Ongwediva Town Council

• MTC Namibia

• Oshakati Premier Electricity

Analysis of Supply of Finance
Six (6) financial institutions were interviewed to gather information on the type, cost and precondition of their
products. The Financial Institutions that participated include: First National Bank (FNB), Bank Windhoek, Standard
Bank, Development Bank of Namibia (DBN), Agricultural Bank (AgriBank), and the Namibian Procurement Fund
(Nampro Fund).

Impact of Nampro Fund on Clients
To assess the impact of Nampro Fund financing on SME performance, the core SME questionnaire was adjusted to
capture NamPro Fund specific data.

3.

PROFILE OF SME SECTOR IN NAMIBIA

3.1

SME definition

The Namibia SME Policy and Programme which provides a definition of SMEs, is currently being reviewed by the
Ministry of Trade and Industry (MTI) as it seeks to establish a generally acceptable definition of SME in Namibia
through widespread stakeholder consultations. In the context of this study, the following definition of an SME has
been adopted. This differs from the official definition as per the SME policy of 1997.

Table 2: Guiding Definition of SMEs for the Purpose of this Study
SERVICES AND OTHERS

VALUE IN N$ – SMALL

VALUE IN N$ – MEDIUM

Capital deployed

250,000 to 3 million

> 3 million – 10 million

Turnover

1 million to 20 million

> 20 million – 150 million

No of employees

1-10

11-50
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Manufacturing
Capital deployed

3 million to 10 million

> 10 million – 50 million

Turnover

5 million to 30 million

> 30 million – 300 million

No of employees

5 – 20

21 – 100

3.2

Status of SMEs in Namibia

There is a general consensus in Namibia that the development of the SME sector offers great opportunities for the
attainment of sustainable socio-economic development (LaRRi, 2005; Tonin et al, 1998) . This has been recognised
in the Namibia Vision 2030 which clearly states that SMEs should act as the locomotives promoting “human development, equitable and balanced growth, with a growing industrial sector.”
In 2005 the Institute for Public Policy Research (IPPR) reported that SMEs account for 20% of employment in
Namibia, and contribute 12% of GDP (Arnold et al. 2005; Tjirera, 2011 ). LaRRi (2002) reported a considerable
contribution in employment creation from the SME sector in Namibia. The report indicated that the small business
sector was estimated to provide around 60,000 full-time jobs in Namibia, making it a significant employment creation sector.
The MTI recognises the development of the SME sector as a means of reducing inequalities within the socio-economic environment of Namibia, empowering previously disadvantaged Namibians, as well as diversifying the economy and promoting economic growth (MTI, 1997 ). To stimulate growth of the SME sector, the MTI’s SME policies
and programs are implemented through various departments and agencies to address the deficiencies in the system.
In essence the SME policy framework focuses on three key areas of intervention:
-

deregulation and incentives;

-

proactive programs; and

-

institutional support.

Currently, the MTI is developing an Industrial Upgrading and Modernization Programme (IUMP) which aims at supporting the improvement and expansion of industrial activities in key economic sectors. In October 2013 a review of
the SME policy was commissioned to redefine policy interventions and ensure that the programs are more responsive to the current needs of the SME sector and culminates in the creation of a holistic SME support service.
Notwithstanding these developments, there are still significant challenges perceived to be limiting SME growth, as is
outlined below:

3.3 Obstacles to SMEs growth
Namibian SMEs face a number of challenges that hamper their growth, predominantly that of moving past survival
stages to achieve sustained growth and attaining resource maturity. Sherbourne (2012) identified the following
internal and external obstacles to SMEs growth:
-

Access to and cost of finance

-

Weak capital base

Source: Sherbourne (2012), R. Sherbourne “Assessing market demand for Private Equity and Venture capital initiatives for
Emerging SMEs in Namibia.” Windhoek.
1
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-

Unskilled work force

-

Competition from other businesses

-

Corruption

-

Labour, other regulations and government policy. 1

4.

PROCUREMENT OVERVIEW IN NAMIBIA

4.1

Overview and Objectives of Public Procurement in Namibia

Public procurement is the process by which government offices, ministries and agencies (O/M/As) purchase goods
and services from suppliers. The process is subjected to specific rules, procedures and policies, on national and regional level, regulated by the Tender Board, a statutory body for procurement processes.
In order for a company to list as a supplier for government tenders, the standard requirements are as follows:
• Certificates of good standing from the Receiver of Revenue and the Social Security Commission;
• Registration as an SME with the Ministry of Trade and Industry (if relevant); and
• Company registration document.
Although the primary aim of the Tender Board is to ensure that tenders are awarded to the best bidder in an open
and competitive bidding process, the Tender Act does permit price preference in support of specific socio-economic
goals and strategies. Criteria for awarding contracts are, for example, Namibian domicile, support of small scale
Namibian industries through employment creation, as well as the inclusion of Previously Disadvantaged Persons
(PDPs).
In 2012, the Minister of Finance approved and added the following additional public procurement interventions as
amendments to Tender Board regulations:
• Contracts up to N$15 million are to be restricted to wholly Namibian-owned enterprises that are
regarded as SMEs.
• IT related services, catering, cleaning, security services and other related services are to be restricted to
Namibian companies only.
• Foreign companies to be encouraged to form partnerships with local companies in order to build local
capacity.

Public Procurements bidding methods
The Public sector has several tendering processes and methods (Tender Board, 2013 ). Among the most common
ones are:
• Open tender: where the general public are invited to tender, provided they meet all the requirements.
• Closed tender: a selective tender process where only pre-qualified companies who meet all the
requirements/specifications are invited to tender.

Draft Public Procurement Bill
A new Public Procurement Bill aimed at increasing transparency, efficiency, accountability and integrity in procurement procedures, is in the making. Among others, the Draft Public Procurement Bill is set to address:
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• The institutional structure for public procurement: The Bill proposes the establishment of a Procurement
Policy Office and the Central Procurement Board to replace current structures.
• A methodological approach that entrenches good governance structures, consistency and accountability.
• The adoption of e-procurement as a means of simplifying and improving accessibility to a transparent
procurement process.
• The alignment of procurement of parastatals through an unified governance system.
• Integrity provisions to control unethical conduct, abuses, conflicts of interest and corruption.

4.2

Overview of Parastatals’ Procurement Procedures

The procurement rules and procedures for parastatals and government agencies are not prescribed and as such,
these entities develop their own procurement policies and procedures. This study also found the preferential treatment criteria are not homogenous across the various parastatals and thus The New Public Procurement Bill is
intended to achieve such harmonization in the public procurement sphere.

4.3

Overview of Procurement Policies and Procedures in Large
Private Companies

Large private companies have developed their own tender policies and procedures. The principles governing the
award of tenders are often company-specific, following a procurement policy and the principle of efficient application of resources. Private businesses are inclined to have fixed contracts with selected suppliers, which are often
renewed based on satisfactory performance. These arrangements tend to result in the exclusion of emerging SMEs
from the supply of goods and services. Furthermore, preferential treatment criteria are mostly non-existing.

5.

SCOPE OF PUBLIC SECTOR PROCUREMENT

5.1

Types and Values of Public Sector Contracts

Government is the largest consumer of goods and services in the country. Central government procurement represented a total of N$ 6 billion in 2010/2011 and N$ 13.9 billion during 2012/2013 financial years. Tenders are
awarded in three main categories:
• Annual tenders are awarded to a supplier of goods or services for a period of one year.
• Formal tenders are awarded to once-off suppliers of goods or services.
• Tender exemptions allow O/M/As to deviate from standard tender procedures such as obtaining three
quotations from suppliers for common goods.
The type and value of tenders awarded during two financial years (2010/2011 and 2012/2013) are presented in
Table 3.

PROCUREMENT STUDY
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Table 3: Type and value of tenders
TYPE OF TENDER

2010/2011

2012/2013

AMOUNT (N$)

AMOUNT (N$)

Annual

304,238,485

17,708,764

Formal

1,583,098,354

4,611,076,428

Exemptions

4,319,338,015

9,286,709,482

Total awards

6,206,674,855

13,915,494,675

Source: 2010/2011 & 2012/2013 Tender Board Annual Reports
Construction companies took the biggest share (30%) in the financial year 2012/2013, followed by consultancy and
goods and services, while printing took the smallest share (0.05%). The increasing amount of tender exemptions
may constitute a challenge for market entrants. Exemptions are ideally applied to smoothen and accelerate the procurement process, but can lead to a lack of transparency.

5.2

Allocation of Public Procurement Contracts/Tenders by Type of
Ownership

Table 4 shows that the allocation of contracts is in line with the objective of increasing the distribution of public
procurement contracts to Namibian companies. It is also important to note that 31% of government contracts on
construction were given to non-Namibian companies and only 6% to joint venture companies. The participation of
non-Namibian businesses in the construction industry is significant.

Table 4: Percentage distribution of allocation of public procurement contracts by ownership
CATEGORY

NAMIBIAN*

NON-NAMIBIAN

SME/BEE

JOINT VENTURE

Construction

37

31

26

6

Printing

78

6

16

-

Electrification

73

-

27

19

Goods and Services

57

-

24

-

Consultancy

4

1

-

95

Source: Tender Board Report 2012/2013 financial year
* Please note that these businesses are Namibian owned and registered but may include SMEs who did not formally
apply for SME status.

5.3

Public Sector demands on Consumable Supplies

Consumable items are exempted from Tender Board allocation and are acquired through individual ministry’s procurement committees. The items are mostly acquired through central government stores, however, ministries are also
authorised to purchase consumables directly from local suppliers through a three-quotation requirement. Among
the most common consumable items used at ministry level are photocopy paper, toilet paper, cleaning products and
stationery.
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6.

THE SCOPE OF PROCUREMENT IN
PARASTATALS

6.1

Parastatals Procurement Policies

The majority of respondent parastatals confirmed the application of procurement policies to guide the distribution of
supply contracts. The standard requirement for SMEs to list as suppliers, which then enables them to receive invitations to bid for contracts, include:
• company registration certificate;
• certificates of good standing from the Receiver of Revenue and Social Security Commission;
• fixed address; and
• shareholding or members interest certificate.
A number of parastatals have preferential policies in place. The most common key determinants of preferential
status are local ownership, SME status and the previously disadvantaged persons component. The study found that
these policies are not known to the potential beneficiaries.

6.2

Tender Methods in Parastatals

All parastatals contacted for interviews indicated open tendering as the preferred tender method. Other tender
methods used are closed tender, selective tendering, unsolicited bids and tender by quotation.

6.3

Supply Contracts

Throughout the years 2010, 2011 and 2013 contracts were issued to SMEs in the following main categories: construction, stationery, electrical services, cleaning services, maintenance and repairs, promotional items, and supply
of computer equipment. The GIPF awarded contracts of a total value of N$14.2 million to SMEs during the period
2010-2012. The highest allocation of N$11.5 million was spent on construction, while the lowest amount (N$180
000) was spent on cleaning services. A total of 20 SMEs were awarded contracts worth N$5 million by the Social
Security Commission (SSC) during the same period. SSC spent N$1.4 and N$1.3 million on building renovations
and IT equipment contracts, respectively.

7.

THE SCOPE OF PROCUREMENT BY LARGE
PRIVATE COMPANIES

7.1

Large Private Companies Procurement Policies

Six large private companies were interviewed to provide information on internal procurement processes and policies. Standard requirements for SMEs to be invited to bid are, among others:
• compliance with pre-qualification criteria;
• adequate equipment, skills and proof that their products are of good market standard; and
• provision of references of previous work and proof of the financial stability of their business.
Overall, the six companies reiterated that quality and the standard of the products and services are key requirements. Five of the six respondents confirmed the application of preferential policies in the procurement process.
PROCUREMENT STUDY
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7.2

Tender Methods of Large Private Companies

The preferred tender method is open tendering, whereby procurement contracts are advertised for a specified period
of time and are awarded by relevant committees. Private procuring entities evaluate the received bids for contracts
based on criteria such as experience and expertise of the bidding entity, the appropriateness of its equipment and the
proposed time frame of the contract.

7.3

Supply contracts awarded to SMEs by Large Private
Companies

Research findings are that a number of contracts awarded were for services which included cleaning, catering,
stationery, repairs, maintenance, security and construction. However, most technical contracts and those that require
expertise were outsourced to large companies within or outside the country.

8.

CONTRACTS AND MARKET ANALYSIS
AMONG SAMPLED SMEs

Characteristics of Sampled Businesses
Most SMEs interviewed operate their business as a close corporation (69.7%). Twenty percent (20%) operate as
Proprietary Limited (PTY Ltd) and 8.6% as sole traders. The majority had their main business operations in the
Khomas Region (78%); a few others (13%) mainly operate in Oshana region. Some of the businesses were established as far back as 1934 and some as recently as 2011. A high percentage of sampled SMEs started operations
after independence (1990).
Nearly a third of the interviewed SMEs (29.7%) operate in the construction industry. A significant number operate
in information and communication (17.3%); manufacturing (15.1%); wholesale & retail trade (10.8%); transport
and storage (8.1%); electricity, gas and air-condition supply (6.5%); and a few others in education, mining, and
accommodation and food services.
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Tender Sources
Respondents were asked to indicate the sources of tenders awarded and the results are shown in Figure 1. Most
SMEs secured government tenders (249 government contracts); 110 contracts were secured from parastatals, 108
contracts came from large private companies, 23 from local authorities and only 6 came from NGOs.

Figure 1: Number of tenders by source
300

249

200

110

108

100

23

0
GRN

Parastatal

Private
Companies

Local
Authorities

6
NGOs

Sources of Finance
SMEs were also asked to indicate the source, type and amount of the loan obtained for their businesses in the last
3 years. The results reflect the amount of loans received on average by SMEs from commercial banks and statutory
banks. Of those that responded, 37 (77%) indicated that they obtained loans from commercial banks – with First
National Bank lending the largest total amount to the SMEs, followed by Bank Windhoek and Standard Bank – and
11 (23%) obtained loans from statutory banks, mainly from the Development Bank of Namibia. The majority (33%)
of SMEs sampled applied the funds raised from commercial banks to asset acquisition, followed by operating capital
(31%), materials (27%) and 9% to performance guarantees (See Figures 2).
Respondents indicated that they generally provide collateral for accessing finance from financial service providers.
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The majority of the respondents (28) reported that they used fixed property as collateral. A few others (12) used
their savings and investments, while others (2) used insurance policies as collateral.

Figure 2: Funding source by type of loan
70
60
50
40
30
30
20
0
ASSET FINANCE

OPERATING
CAPITAL

PERFORMANCE
GUARANTEE

MATERIALS

Commercial
Bank

66

63

55

19

Owners’
Equity

33

21

14

15

1

8

9

4

Statutory
Bank
Suppliers’
Credit

2

Tender characteristics
Most respondents indicated that they had secured contracts through open tendering. A majority of the contracts
awarded to the sampled SMEs were secured through open tendering (204); followed by closed tendering (114) and
other methods, for example by quotation, by invitation etc. (51). Additionally, SMEs were asked to indicate the
contracting party and value of contracts awarded for the period 2010 to 2012. The annual average tender value for
contracts awarded to the sampled SMEs by the government is approximately N$ 5 million, whereas private sector
contracts have a much smaller value of approximately N$ 2 million.

9.

ANALYSIS OF SUPPLY OF FINANCE TO
SMEs IN NAMIBIA

Access to finance has been acknowledged by many as one of the major barriers to the development and growth of
small businesses in Namibia. The 2007 IMF country report on Assessment of Financial System Stability found that
SME access to finance remains limited in Namibia (IMF, 2007 ). The limited accessibility to financing options for
SMEs is a result of a lack of appropriate collateral, the underdevelopment of leasing and factoring services, the
comparably small supply of private equity and venture capital, and the ineffective use of specialised financial institutions (Nakusera et al. 2008).

9.1

Commercial banking institutions

The Namibian financial system is comprised of the Bank of Namibia as the Central bank and five commercial banks.
The commercial banks operating in Namibia are First National Bank Ltd; Standard Bank Ltd; Nedbank Ltd; Bank
Windhoek Ltd and Fides Bank Ltd. Three of the five commercial banks have been evaluated in terms of the products
and services they provide to the SME sector.
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BANK WINDHOEK EMERGING SMALL AND
MEDIUM ENTERPRISES
BRANCH

BANK
Product offering

Comprehensive range
of products tailored to
the needs of SMEs, for
example:
Article finance
Term loans
Commercial bonds
Investment accounts
Financing amount:
N$10,000 –N$3 million

Key Requirements

FIRST NATIONAL BANK
STANDARD BANK – SME
- SME BUSINESS UNIT
UNIT
(SBU)
Comprehensive range of
products tailored to the
needs of start-ups and
expanding SMEs, for
example:
Bridging and tender
finance
Overdrafts
Term loans
Current accounts

Comprehensive range
of products tailored to
the needs of SMEs, for
example:
Expansion finance
Bridging and tender
finance
Renewable energy finance
Start-up capital
Financing amount:
N$25 000 – N$3.5 million

Amongst others, the key requirements are:
•

Viable business plan;

•

Proof of expertise and experience of SME owner;

•

Cash flow projection;

•

Collateral (mortgages, pledges over investments and cession on contract
proceeds.)
SME quick loan is an
Offering unsecured loans
unsecured loan and there- in cooperation with the
fore accessible by SMEs
French Development
without collateral
Agency (AFD)

Special

Training offered

√

√

Impact

On average 280 applications for financing per
annum.
50% – 75% of the loan /
facility requested is granted.
Lack of collateral
No proof of financial stability

Successful SME applicaSupported a total of 100
tions: 3309 in 2012. N$50 SMEs in 2012 across varimillion on SME loans over ous sectors of the economy.
the last year.

Challenges experienced by
SMEs

9.2

√

Lack of collateral
Lack of proven skills and
experience

Lack of proven skills and
experience
Lack of collateral

Development Financial Institutions (DFIs)

The Development Bank of Namibia (DBN) and Agribank were the only development financial institutions in Namibia
until 2013, when the SME Bank was established to specifically cater for the financial needs of SMEs. The SME
bank was excluded from the analysis given its recent establishment and as such limitation to assess its impact.

PROCUREMENT STUDY

17

DEVELOPMENT FINANCIAL
INSTITUTIONS

DEVELOPMENT BANK OF
NAMIBIA (DBN)

THE AGRICULTURAL BANK OF
NAMIBIA (AGRIBANK)

Mandate

Foster economic growth through
providing funding mechanisms for
private and public sector enterprises
and infrastructure development.
Comprehensive range of products
tailored to the needs of SMEs, for
example:

Advance money to persons, enterprises or financial intermediaries to
promote agriculture and activities
related to agriculture.
Comprehensive range of products
tailored to the needs of agricultural
or agro-processing SMEs, for example:

SME financing

SME Finance (> N$150,000)

Livestock loans

Bridging Finance; Short-term cashflow support

Drought animal power acceleration
programme

Contract-based finance; To fulfil
contracts and tenders awarded to
the SME

Infrastructure and improvement
loans

Receivable finance; To bridge
cash-flow shortcomings caused by
delayed payments

Asset financing (Vehicle and tractor loans)
Purchase of farm land, etc.

Leasing financing/asset financing

Key Requirements

Instalment options are very flexible
Financing amount: N$150,000 –
(monthly, quarterly, bi-annually and
N$3 million.
annually)
Amongst others, the key requirements are:
•

Viable business plan;

•

Proof of expertise and experience of SME owner;

•

Cash flow projection;

•

Collateral (mortgages, pledges over investments and cession on
contract proceeds.)

Training offered

√

√

Impact

The bank grants on average of 50%75% of the loans requested; 2012:
306 approved SME loans to the
amount of N$235 million.
Poor business plan preparation

In 2012 the bank received 595 applications from SMEs and 451 of
these were financed to the amount of
N$65 million.
Lack of proven skills and experience

Minimum amount of N$150,000 too
large for SMEs

Lack of collateral

Challenges experienced by SMEs

9.3

Alternative Providers of Finance

According to Zaaruka et al. (2005), large businesses are able to access finance from commercial banks and external sources, whereas micro businesses mainly source finance through micro lenders. However, the current financial
market in Namibia does not provide an adequate solution for medium-sized companies.
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Alternative sources, such as venture capital private equity financing or debt might offer financing options that are
suitable for this target group. In addition to providing finance, Venture Capital/Private Equity firms offer management expertise, which is a key ingredient for the success of any business venture. One such alternative financing option available to SMEs in Namibia is the Namibia Procurement Fund (Nampro Fund), established to provide bridging finance facilities to SMEs who have secured contracts from reputable offtakes.

ALTERNATIVE PROVIDERS OF
FINANCE
SME financing
Financing amount: N$ 100,000 N$50 million.

NAMIBIAN PROCUREMENT FUND (NAMPRO FUND)
Comprehensive range of products tailored to needs of SMEs, for example:
•

Working Capital Finance/Purchase Order Finance

•

Operating Finance Leases; asset financing

•

Invoice discounting fees

• Bid Bonds; and performance bonds
Amongst others, the key requirements are:

Key Requirements

Training offered

•

SME must hold a supply contract

•

Proven experience of SME owner, preferably Namibian owned SMEs

Enterprise Development Programme

Impact

Over N$350 million granted in facilities between 2010 to 2013.

Challenges experienced by SMEs

•

Poor credit history;

•

Lack of technical capability;

•

Winning tenders/supply contracts with very low profitability

•

Poor costing of tenders

10. IMPACT OF NAMPRO FUND ON SMEs
A total of 14 SMEs who used Nampro Fund either once or on a repetitive basis were interviewed. The study found
that Nampro Fund financing impacted SME activities positively. SMEs supported by Nampro Fund have been able to
grow over the past 3 years in terms of asset base (capital) and turnover (see Figure 3). The financial support rendered to the SMEs allowed them to ensure quality performance and to successfully deliver on their contracts.

Amount (N$)

Figure 3: Average turnover over average capital deployed 2010-2012
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11. CHALLENGES FACED BY SMES IN
ACCESSING CONTRACTS IN PUBLIC AND
PRIVATE SECTOR
Apart from the access to appropriate finance, SMEs face numerous challenges in securing and executing contracts
for both public and private sector tenders. Therefore, providing supportive, training and mentoring programs as
integral component of financial products is an important service for SME clients of financial institutions. Amongst
others, key challenges of SMEs are:

Challenges with respect to the public sector
• Competition with large companies: The open bidding process of public procurement presents a serious
challenge for SMEs, who at times struggle to meet tender specifications. Large companies have adequate
human and financial resources to meet the technical requirements and access capital for the execution of
contracts whilst SMEs are resource constrained.
• Corruption: A lack of transparency and accountability throughout the procurement procedures may lead
to an inequitable distribution of contracts.
• Late payments: Public entities sometimes face difficulties in processing payments punctually. This leads
to interruptions in the cash-flows of SMEs, which makes them vulnerable.

Challenges with respect to parastatals
• Lack of funds: Pre-qualification requirements such as bid bonds often act as barriers for SMEs to secure
contracts. Furthermore, the collateral required to secure performance bonds and to allow for adequate
working capital to commence with contracts, has been raised as a serious challenge for SMEs, who
struggle to access funding from financial institutions.
• Limited knowledge and understanding of parastatals procurement policies and procedures seem to
contribute to SMEs being excluded from such entitites’ supplier base.

Challenges with respect to large private companies
• Lack of trust in SMEs’ ability to deliver: The perceived lack of skills within the SMEs businesses
results in an exclusion of SMEs from private procurement. The SMEs surveyed in the study indicated a
perception that most tenders in private companies are conducted through a closed bid process, making
it difficult for newly established SMEs to access these tenders. This perception by SMEs contradicts the
responses from the private companies’ sample group, which indicated a preference for open tendering.
• Lack of skills to complete tender documents: The increased complexity of procurement and the perceived
excessive and complex documentation places a burden on SMEs, who often lack the technical capacity
and the human resources to successfully complete the procurement process within the given deadlines.

12. SUMMARY OF FINDINGS
The key findings from the study are summarized below:

Findings relevant to the public sector
• The lack of a mutually accepted definition for Namibian SMEs hinders the implementation of
comprehensive and inclusive interventions and the development of targeted empowerment legislation.
The revision of the current SME Policy, as well as the drafting of a New Public Procurement Bill
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are perceived as important measurements to streamline the public procurement process, increase
transparency and efficiency, and promote integrity and accountability throughout the public sector.
• For the 2012/2013 financial year, construction tenders awarded through TIPEEG totalled about N$780
million and a substantial amount of about N$316 million (40.42%) was awarded to SMEs.
• Government, as the main consumer of goods and services, holds a significant catalytic role in empowering
Namibian-owned enterprises, by offering appropriate, exclusive supply contracts to SMEs.

Findings relevant to large private companies
• Most large companies have internal procurement policies and procedures in place, including procurement
committees that handle the procurement process. Their preferred tender method is open tendering.
• Five out of six respondents embraced preferential procurement principals in their procurement policies.
Key determinants for preferential procurement are the previously disadvantaged status, local ownership,
ownership by female entrepreneurs and SMEs status.
• Large private companies awarded 108 contracts to the SMEs who participated in this study. The majority
of contracts were awarded in the following areas: Cleaning, catering, provision of stationery, repairs and
maintenance, security and construction contracts. Technical contracts requiring expertise were outsourced
to larger bidders.

Findings relevant to SMEs
• The majority of the sampled SMEs were awarded non-fixed government tenders through participation in
open tender bidding.
• Average contracts awarded to SMEs by the public sector have a value of N$5 million, while parastatals’
and private companies’ average contract values are N$3.5 and N$2.3 million, respectively.
• The lack of financing to execute contracts (for working capital, acquisition of machinery and equipment)
constitutes a fundamental challenge to SMEs.
• Lack of skills and capacity shortage pose impediments for SMEs in securing contracts from large private
companies. Appropriate functioning structures and fully skilled, professional personnel are key factors for
successful contract implementation.
• The perceived complex documentation associated with procurement processes places an administrative
burden on SMEs, which often lack the technical capacity and human resources to successfully prepare a
competitive offer within the deadlines.

Findings relevant to financial service providers
• All six respondent financial institutions offer financing products tailored to SME clients. Training and
mentoring are core components of the services provided; some respondents have specialized units for
SME financing.
• While the scope of financial services available to SMEs is relatively large, SMEs utilize only a few of
these products. SMEs perceive the offered financing options as unsuitable and inadequate for their needs.
• Of the six (6) financial institutions interviewed, only four (4) offer bridging finance.
• Financial Institutions have indicated the following impediments to lending to SMEs:
low turnover on bank accounts
unfavourable credit history and the lack of appropriate collateral

PROCUREMENT STUDY

21

lack of skills, expertise and experience in business, as well as lack of formal registration
lack of own financial contribution
• All financial institutions interviewed were of the opinion that mentoring should be a basis component
of financial services for SMEs in order to develop the key skills and expertise to complete, submit and
execute the tenders awarded to them.

Impact of Nampro Fund on SMEs
• The performance of Nampro Fund-supported SMEs exhibited consistent growth with an increase in
turnover, positively affecting employment. The fund believes this to be due to the nature of funding
structuring combined with training and mentoring programmes. (Enterprise Development Programme).
• Interviewed SMEs employed their funds as operating capital (43%), performance guarantee (29%), the
purchase of materials (29%), and asset finance (7%).

13. RECOMMENDATIONS
This study puts forward the following recommendations for consideration by the public sector, parastatals, large
private companies, financial institutions and SMEs:

Recommendations relevant to the public sector
• The commissioned review of the SME policy and programmes shall lead to a generally acceptable
definition of the term ‘SME’.
• The default tender method of open tendering, proposed in the Draft Public Procurement Bill, should
be reinforced with a provision for turn-around times of tenders and should specifically address the
bureaucracy of general tender processes.
• The national provision of advisory services to SMEs through a proposed National Enterprise
Development Programme (NEDP) is an essential matter. Partnering with commercial banks is
recommended for the revitalization of a Credit Guarantee Scheme.
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• The streamlining and centralization of procurement procedures inclusive of State-Owned Enterprises
(SOEs) as provided for in the new public procurement bill is applauded.
• Reservation of tenders within specified values for enterprises owned by Namibians is equally commended.

Recommendations relevant to large private companies
• The promotion and enhancement of transparency with regards to preferential procurement policies,
determinants and related information for the general public.
• The promotion of inclusion of new entrants in the supplier value chain, and the prioritization of locally
produced or manufactured goods. Models such as the Preferential Procurement Council that provides a
notification of bids and registration of suppliers are encouraged.

Recommendations relevant to financial services providers
• A dialogue between SMEs and financial institutions is recommended in order to offer demand-driven,
tailored financing services to SMEs. Bank of Namibia should urge financial institutions to promote SME
development by offering adequate, affordable services.
• SME financing is a key component of the financial sector strategy. The investigation by BON towards
their re-introduction of a credit guarantee scheme is commended.
• Awareness for alternative financing sources, such as private equity and venture capital among SMEs
should be promoted.

Recommendations relevant to SMEs
• SMEs shall proceed to acquire managerial and technical skills to counteract the perception of poor
quality and lack of reliability of their services.
• SMEs shall be encouraged to actively participate in the review of the SME policy in order to address the
challenges on the ground.
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