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LIRNEasia: a pro-poor, pro-market Asia Pacific think

tank; focus on infrastructure policy and regulation

Our Mission:

“Catalyzing policy change through
research to improve people’s lives
INn the emerging Asia Pacific by
facilitating their use of hard and
soft infrastructures through the use
of knowledge, information and
techno/ogy




AfterAccess: Nationally representative surveys of ICT access and

use by households & individuals aged 15-65 across Global South

* Rigorous sampling method, comparable across countries

* Predominantly common questionnaire with local customization
« Structured, closed-ended responses administered face-to-face using mobile devices

« User-based (rather than subscription-based) data allowing for disaggregation by urban-rural,
gender, SEC, age, etc.

* 3 partnhers conducting the research: LIRNEasia (in Asia), Research ICT Africa (RIA, in Africa)), DIRSI (in
Latin America)

Funded by IDRC (Canada), SIDA (Sweden), the Ford Foundation

* Sri Lanka fieldwork — Nielsen Lanka private limited (selected through a competitive bidding process
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| Lanka SME sample representative of small & medium sized enterprises in

Sri Lanka
(95% Confidence Interval; +/-9.8% margin of error)

. Sample designed to be representative of small and

medium sized enterprises at National level with +/- 9.8%
margin of error.

- The cross analysis at below mentioned levels have a higher
: margin of error:

2  Urban-rural level

 Enterprise type

 Enterprise size level

AL e 1 The sample is not designed to represent;
s : * Province level
0. S .  District

e Other levels

400+ small and medium sized
enterprises in 100 GNs

Sample GPS locations recorded by CAPI device at time of survey
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Nationally representative surveys of ICT access and use by

small and medium sized enterprises in Sri Lanka

Economic Census 2013/14 conducted by the
Department of census and statistics of Sri Lanka estimate

= 71,126 small sized enterprises

000

=a 10,405 medium sized enterprises

under Industry and construction, Trade and Services sectors

AfterAccess survey cover these three sectors

*The agriculture sector was not covered in the survey
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Coverage and definitions

SME classification |No of employees

Manufacturin >mall 2724
9 Medium 25-199
Small 4-14

Trad
race Medium 15-34
Services >mall =15
Medium 16-74

ZFTER

/1CCESS ;



Two-thirds of small and medium businesses are

registered at DS offices

Registration of enterprises (% all enterprises)

_________________________________________________________________________________________________________

_ 75%

_________________________________________________________________________________________________________

66%

30%

Of the enterprises has registered in some kind of a body

DS office Company registrar Others

Ql: Is your enterprise registered with divisional secretary office?
Q2: Is your enterprise registered with company registrar ( central or provincial)?
Q3: Is your enterprise registered/licensed/ membership in anywhere else? Eg: Ministry, trade associations

AFTER ase ri Lanka
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Most formed with their own savings

Main source of startup Capital (% all enterprises)

m Own savings m Family members/ relatives/ friends m Micro finance loan (less than rs 100,000) m Any formal bank m Other sources Don't know/Refused

Q: How was the startup capital financed (main source)?

A FTE R Base All island
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Only half of the enterprises keep separate finance books

Separate enterprise finance (% of all enterprises)

m Yes mNo

Q: Does your enterprise strictly separate enterprise finances from personal finances?

AFTER ase ri Lanka
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High mobile phone use for business activities

Mobile phone use for business activities (% of all enterprises)

m Yes m No

Q: Does your enterprise use mobile phone for business activities?

AFTER Base . Sri Lanka
ACC E S S All enterprises 403 10



Only 65% of the small and medium sized enterprises have

a dedicated contact number for the enterprise

Availability of a contact number (% of all enterprises)

m Yes m No

Q: Does your enterprise have a contact number?

AFTER Base . Sri Lanka
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Low computer ownership among the enterprises

Computer ownership (% of all enterprises)

B Computer ownership %

31%

________________________________________________________________________________________________

Of the enterprises owns at-
6% least one type of these
computer

3%

Desktops Laptops Point of sale machines Tablets/IPads

Q: How many working computers (including tablets) does your enterprise have?

AFTER Base . Sri Lanka
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Almost all SMEs who own computers believe that

computers are important for their business activities

Importance of computer use(% of enterprises who own computers)

B Very important B Important Neither not important nor important ® Not important Not important at all

1% 1% 0%
(o)

N\

Q: Please tell me, how important is the usage of computers for your business activities?

AFTER Base Sri Lanka
ACCESS Enterprises who own computers 124
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More than 40% of the SMEs who own computers have a

website for their enterprise

Website availability (% of enterprises who use internet or social media)

HYes HNO

Q: Does your enterprise have a website?

AFTER Base Sri Lanka

ACC ESS Enterprises who use internet or social media 145 14



SMEs' computers are more likely to be connected to the

INnternet despite the low ownership

Internet use via computers (% of enterprises who own computers)

97% 95%,

86%

Of the enterprises who owns
computers have connected
their computers to the
INnternet

49%

Desktops Laptops Point of sale machines Tablets/IPads

Q: How many working computers (including tablets) does your enterprise have?

AFTER Base Sri Lanka
ACCESS Enterprises who own computers 124
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Software for business management used by under 25% of

enterprises

Types of software used for business activities (% of enterprises who own computers)

_________________________________________________________________________________________________________

18% 17%

_________________________________________________________________________________________________________

6%

Of the enterprises use at least one type of
software (Point of sale, Accounting or ERP
software)

Point of sale Accounting ERP

Q: Does your company use

AFTER Base Sri Lanka
ACCESS Enterprises who own computers 124
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40% of SMEs use Internet or social media

Internet or Social media use (% of all enterprises)

M Internet and social media use T e

31%

Of the enterprises use internet
or social media for business
purposes

27%

Internet (excluding social media) Social media

Q: Does your enterprise use the internet or social media like Facebook, twitter, Instagram, whatsapp, Viber, G+ for business purposes?

AFTER Base . Sri Lanka
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More than 90% of the enterprises who use internet or social

media think internet and soclial media is important for them

Importance of internet or social media use (% of enterprises who use internet or social media)

B Veryimportant M Important © Neither not important norimport M Notimportant = Notimportantatall Don't know/Can't say

2% 1% 3%
3%

Q: Please tell me how important is the use of the internet and/ or social media (like Facebook, twitter, Instagram, WhatsApp, Viber, G+) for your

business activities?

AFTER Base Sri Lanka
ACC E S S Enterprises who use internet or social media 145
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More than half of the enterprises who use internet or

soclal media have received orders online

Receiving orders online (% of enterprises who use internet or social media)

HYes HNO

Q: How many orders does the enterprise receive via the internet and/or social media in a month?

AFTER Base Sri Lanka

ACC ESS Enterprises who use internet or social media 145 19



Cash is the commonly used mode of transaction

Transaction methods (% of all enterprises)

99%

54%

I 38%

16%
1% 1%
4% 204,
1%
] [
Cash Check /cheque Bank account transfer Debit or credit card Western union / Online banking Mobile money Using post offices Others
moneygram transfers

Q: How does the enterprise transact financially?

AFTER Base Sri Lanka
ACCESS All enterprises 403 20



We created an enterprise classification based on their ICT
use, and algorithmically clustered them Into groups

29 variables under

SiX criteria

Enterprise contactability
Employee contactability
Online presence
Devices (own by the enterprise)

Payments

Q: Based on multiple questions.

ZIETER
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Employee contactability

Enterprise contacta b||lty Use enterprise prO\échJi;cri]eoSrStgﬁlrL%\;ver;moblle A Enterprise manager is contactable

| | |
Have a mobile Have a fixed line —— Basic phones
contact number contact number

Feature phones

Smartphones

Tablets/IPads

Online presence Devices owned
| | | '
: ; : | | | | | | | | |
Use internet for Use social media Fixed line Point of sales
business for business Has a website Mobile phone SIM cards S Fax Printer Desktops Laptops ' : Tablets/Ipads
purposes purposes telephone : o TREARE .

Payment methods
| | : | | 1
I

| =
Inventor Payment terminal devices can
: A t' y be attached to smart phones
ccounting
Point of sale control
software £t JERP
SO Standalone payment terminal
devices
Web payment terminals eg.
A Paypal, Lanka pay
‘IFTER
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Only 27% classified as high ICT using enterprises

Two group of enterprises identified using two-step clustering
technique

B Low ICT users

M High ICT users

Model Summary

Algorithm TwoStep

Inputs 29

Clusters 2

Cluster Quality

‘ Poor Fair Good

[ T T T
A FT E R 410 05 0.0 05 10
A Silhouette measure of cohesion and separation
‘ICCESS

An ordinal index was formed
If a previously mentioned characteristic present in an

enterprise a score of 1 was assigned. The index has a
minimum of 0 and a theoretical maximum of 29.

W % of enterprises

22%

12% ¥ 11% 1%

10%
7%
4% 4%
3% I I°2%2%2%2%

1 1
0O 1

o)

% of enterprise

(o) (o)
L0 0 ] % 0%0%0%0%0%

2 3 4 5 6 7 8 9 10 11 12 13 14 15 16 17 18 19 20 21 23 24
ICT index

Q: Based on multiple questions.

Base Sri Lanka

All enterprises 403 23



Strong Co-relation between high ICT user and key
Indicators of size, potential for growth & efficiency

Indicator

Monthly revenue

Geographical
diversity of
suppliers

Geo diversity of
main customers
(Integration into
international value
chains)

Branding

Use of bank
accounts
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High ICT using SMEs

About 3 times more than low ICT users: Rs.
800,000

49% foreign
35% from all over the country
15% local suppliers

40% have mainly foreign customers (many in the
tourism sector )

32% have customers mainly from all over the
country

More advertising (71% of high users advertise)
More frequent customer communication, loyalty
programs, etc.

More varied advertising channels

More likely to have a dedicated bank account ( 88%
have); only 4% don't.

Low ICT using SMEs
About Rs. 293,000

3% foreign
25% from all over the country
72% local suppliers

Less than 1% have mainly
foreign customers

79% have mainly local
customers (surrounding area)

Only 24% advertise
Limited channels (hoardings,
leaflets, mobile SMS)

Only 21% have business acct;
40% user personal; 40% use
none

comments

Wider reach for sourcing of
supplies; cheaper products; more
unique products

Overall only 14% of all SMEs have
foreign customers

Overall, only 37% advertise for
marketing, branding, employee
recruitment

24



But this is not just about digital. Analog complements are

essential to overcome challenges

* Being formal or high ICT-using doesn’t help when it comes to obtaining loans

» 43% of high ICT using SMEs rejected for a loan; only 9% of low-ICT using SMEs were rejected
» Personal guarantee is required even when applying for a business loan

 Reaching the local market, serving today’s (pandemic) needs
* Low use of payment terminals (6% of SMEs use credit card readers) is a problem
 Many people willing to complete the “search” online, few willing to pay online
« Low internet penetration overall (1/3 of those 15+ years had ever used the internet, 2018; higher now?)

» Sector specific heeds solved through creating right market incentives. For example
« Agriculture: cold storage, crop insurance and risk-mitigation instruments
* Tourism: promotion of national tourism assets overseas, national branding

* Time Is now: Loss of other income - people viewing small business opportunities
favorably. Evidence from ongoing research in Gampaha district....
* Young, tech savvy, newly-unemployed: interested in developing parents’ handloom business

« Women who didn't work previously starting homebased business: stitching bedsheets, starting an e-
Bay business, ...
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