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Abstract

This executive summary captures the key findings and implications of the master's thesis,
"Strategic Planning as a Mechanism to Facilitate SMEs Access to Finance during
Economic Adversities: Covid-19 Pandemic.” The research delves into the obstacles faced
by Small and Medium Enterprises (SMEs), particularly in Palestine, with a focus on the

implication of strategic planning in overcoming these challenges.

SMEs confront a multitude of obstacles, including high production costs, regulatory
constraints, limited market access, and, most critically, constrained financial resources.
Their pivotal role in driving economic development and generating employment
emphasizes the importance of finding effective mechanisms to support their

sustainability.

The study reveals that internal factors, particularly work-related elements, significantly
influence SME sustainability. Additionally, external factors, including marketing,
finance, and political-legal aspects, apply a substantial impact on SMEs' potentials.
Remarkably, addressing financial and employment-related issues emerges as a pivotal

requirement for ensuring SME survival.

Earlier research on microfinance in Palestine highlights the challenges hindering SMEs'
access to financing, such as collateral requirements, information gaps, and high-interest
rates. Bridging these gaps is essential for enhancing financial inclusion and support for

SMEs.
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Despite the establishment of bank branches and microfinance organizations, the issue of
financial exclusion persists in Middle Eastern countries, necessitating proactive measures

to overcome barriers.

Moreover, challenges unique to Palestinian SMEs, including limited funding
opportunities, weak legal systems, marketing constraints, and family business conflicts,

require targeted interventions to reinforce competitiveness.

Managerial skills and strategic planning are identified as critical components of SME
stability and growth. Government support is recognized as pivotal for the growth of
entrepreneurship, encompassing infrastructure development, financial accessibility, and
a conducive regulatory environment. Direct initiatives and programs that aid

entrepreneurs play a significant role in fostering entrepreneurship growth.

This research emphasizes the challenges and opportunities facing SMEs during economic
adversities, especially in Palestine. Strategic planning, performance management, and
government support emerge as essential mechanisms for facilitating SME access to

finance and ensuring their resilience and contribution to economic development.
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Chapter One

1.1 Introduction

In order to preserve sustainable corporate performance and survival, businesses
must effectively manage crises that arise from a variety of unplanned and abnormal
external events, including financial crises, natural disasters, and industrial accidents,
among others.  Crisis management researchers have studied how organizations respond
to the risks and uncertainties that come along with such events during different crisis
stages, including before, during, and after adversity. In particular, it has been hotly
contested that for organizations to overcome hardship, leaders' accountability to internally
manage resources and foster communication is essential. For instance, a variety of
leadership qualities, such as the capacity to see an opportunity in a crisis, the impact of
emotion and intuition on executive decision-making, and the capacity of leaders to
interact with internal stakeholders, have all been thoroughly researched as factors
influencing organizational recovery. (Hu, C. et al., 2020)
Although the relationship between the roles of crisis leaders and organizations' response
s to risks and uncertainties in difficult times has drawn scholarly attention, it has not yet
been fully articulated which organizational skills and configurations of particular sets of

them leaders need to coordinate and employ for long-term firm performance.

1.2 Statement of the Problem
The economic landscape of Palestine heavily relies on Small and Medium-sized
Enterprises (SMEs), constituting 99% of businesses and serving as a vital pillar for

employment, investments, and spending. However, these SMEs face multifaceted



challenges, including high startup costs, regulatory complexities, limited market access,
and a critical lack of financial resources, with 80% relying on personal funds. The onset
of the COVID-19 pandemic exacerbated these challenges, disrupting global supply
chains, trade, and economic activities, affecting SMEs across various sectors. Moreover,
the pandemic-induced economic downturn prompted global financial stimulus packages,
contributing to a substantial increase in global debt.

In this context, the study recognizes the need to investigate the impact of the pandemic
on SMEs in Palestine and formulate effective strategies for their economic resilience.
SMEs play a pivotal role in the Palestinian economy, contributing to 28% of the private
sector workforce, yet 45% remain unregistered. The unique challenges faced by SMEs
demand focused attention, particularly in the absence of a structured risk management
procedure.

The study aims to address three crucial research goals: firstly, identifying relevant
strategies and tactics for policymaking to alleviate economic risks faced by SMEs in
Palestine; secondly, exploring strategic methods and instruments that can enhance SMES'
performance during economic adversities; and finally, examining the role of strategic
planning in SMEs to ensure their continuity, stability, and productivity.

Recognizing the intricate nature of SMESs' operational environment, strategic risk
management becomes imperative. SMEs need to exhibit creativity and flexibility to
navigate the competitive market. However, the absence of a structured risk management
procedure hinders their ability to anticipate and respond to crisis events effectively. By
addressing the outlined research goals, this study aims to contribute valuable insights to
policymakers, business owners, and stakeholders in fostering the resilience and growth

of SMEs in Palestine, ultimately fostering sustainable economic development.



1.3 Research Question

Due to the economic difficulties, SMEs in Palestine, like those in other regions
of the world, are anticipated to suffer bad outcomes. It is hoped that this research will
provide an answer to the following research question:
Does strategic planning in Palestinian SMEs before suffering economic adversities has
a significant effect either positive or negative on their productivity, continuity, and

stability during risks?

1.4 Significance of the Research

In the wake of the COVID-19 pandemic, the global economy experienced
unprecedented challenges, witnessing fluctuations in intensity that significantly impacted
the global gross domestic product (GDP) (zainal et al., 2022). This upheaval necessitated a
profound examination of economic concerns by leaders, economists, policymakers, and
the global workforce. Notably, the pandemic-induced economic instability gave rise to a
heightened psychological state of anxiety, causing individuals, businesses, and
governments to grapple with insecurity and uncertainty about economic conditions and
future prospects (zainal et al., 2022).
Amidst these challenges, strategic management emerges as a critical factor influencing
business processes and performance metrics (Gavurova et al., 2020). Numerous studies have
explored the impact of strategic management tools on company performance,
highlighting the shifts from local to national and from regional to international markets.
However, the unique circumstances brought about by the pandemic underscore the need
for a nuanced understanding of strategic management's role in addressing economic risks,

particularly for small and medium-sized enterprises (SMES).



For SMEs, identifying and managing risks is imperative for their survival and growth.
The development of a robust risk management strategy enables SMEs to navigate
uncertainties effectively. The study by Gavurova et al. (2020) emphasizes the importance
of SMEs identifying key risks and implementing targeted risk management tactics to
mitigate potential harm. The distinction between risk management and risk response is
crucial, with the former being a proactive and comprehensive process initiated before
risks manifest, while the latter involves active responses during the occurrence of risks.
Extended economic risks, such as those witnessed during the pandemic, adversely impact
SMEs, leading to a myriad of challenges such as a decline in sales, profitability, financial
constraints, and difficulties in meeting obligations to suppliers. This research aims to shed
light on the multifaceted role of information management in diversifying SME attributes
during economic distress. Specifically, the study focuses on the strategic planning
element of information management, highlighting its instrumental role as a tactical tool
for SMEs in addressing and controlling risks.

The significance of this research lies in its exploration of how SMEs, grappling with
financial risks, leverage productivity as a competitive advantage through the
implementation of strategic planning and management. By delving into the risk
management process as an integral part of strategic planning, the study seeks to contribute
to the productivity, continuity, and stability of SMEs in the post-COVID era. This
research is timely and essential, offering valuable insights into how SMEs can overcome
economic vulnerabilities through strategic planning and information management

strategies tailored to their unique circumstances.
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Chapter Two

2.1 Literature Review

Globally, the COVID-19 outbreak has had enormous social, political, and
economic repercussions. It is a major problem, a worldwide catastrophe, and a health
crisis, but it is so much more than that. Numerous important economic sectors, including
airlines, tourism, marketing, services, small and medium-sized businesses, and many
others, have been particularly vulnerable to the disease’s spread. (Parveen, M. 2020)
Only a small portion of the country's many industries that experienced problems as a
result of the illness are still running, and those that are only doing so temporarily. People
are losing their jobs and other sources of support as a result of the virus, and businesses
were badly affected by the safety measures that were put in place, which demand for
social isolation. (Parveen, M.,2020)
Due to the COVID-19 epidemic, small and medium-sized enterprises are under intense
pressure to survive, making it challenging for them to effectively handle the issue. Much
more quickly than in previous recessions, the COVID-19 epidemic has changed the
economic landscape, especially in fields like the move to home-shoring and
virtualization. As the cornerstone of every economy, SMESs can make a substantial impact
on lowering widespread unemployment, poverty, and income inequality in this uncertain
environment. (Gorjian Khanzad, Z., & Gooyabadi, A. A., 2021)
The COVID-19 outbreak has shown how harmful major environmental shocks could be
for SMEs, despite the fact that significant progress has been made as a result of the

enormous government support. They damage the organization's reputation and its beliefs,



endanger its objectives, and overwhelm managers by responding swiftly to shock. (Gorjian

Khanzad, Z., & Gooyabadi, A. A., 2021)

2.1.1 Consequences of Crisis on SME's Performance

Numerous crisis plans were inadequate to address the COVID-19 epidemic
because of how quickly it spread, and as a result, businesses suffered significantly.
Businesses had to reconsider their operating models and strategies as a result of the
considerable fall in sales. Commercial activity fell more sharply for small and micro
businesses than for medium and large ones. Because of this, the pandemic's consequences
are different depending on the organization's size, complexity, and kind. The COVID-19
pandemic also had a variety of effects on various industries. The pandemic posed awful

difficulties for a lot of people, including individuals, businesses, and even entire nations.
(Parveen, M.,2020)

However, the COVID-19 pandemic has almost convinced everyone that the
business environment has changed significantly. Businesses moved quickly as a result of
the COVID-19 outbreak's substantial damage. A few of the challenges faced by SMEs
include decreased client purchasing power, restrictions on involvement and working
hours, a lack of raw materials, order cancellations, cash flow problems, and supply chain
instability. However, some companies did benefit financially from the outbreak. They can
use the money to invest in advancing economic prospects or in “disaster
entrepreneurship.” (Priyono, A., & Moin, A., 2020)

Many SMEs use crisis management to establish organizational resilience and
restore their organizational functions to work regularly to deal with this situation. An
organization’s resilience involves its capacity to continue operating normally in the face

of disruptions. (Priyono, A., & Moin, A., 2020)



Changes in business operations, business conduct, and business strategy, as well
as the need to look for new funding sources and development prospects, are all seen as
crucial survival measures for the majority of SMEs. The COVID-19 pandemic problem
has forced SMEs to utilize technology as a means of being viable, competitive, engaging

with more consumers, and enabling management to make strategic decisions. (Khai, K.
G., etal., 2020)

The corona virus had a negative effect on the world economy of businesses in
addition to seriously harming people's health. Businesses that are small and medium-sized
(SMEs) are more vulnerable than others. Their situation is made more challenging by
characteristics such as a lack of specialized knowledge and inadequate financial
resources. They encounter difficulties in responding to the problems posed by the

COVID-19 issue due to a lack of funding and specialized knowledge. (Klein, V. B., &
Todesco, J. L., 2021)

A lack of human resources, a lack of managerial capability (procedures,
techniques, and tools), a lack of capital resources, and a lack of knowledge management
(only tacit knowledge, nothing is formalized) make it difficult for SMEs to respond to
this crisis. These characteristics set them apart from large corporations. A smaller
business is more vulnerable to both internal and external forces, and SMEs are therefore
exposed to the liability of smallness. (Klein, V. B., & Todesco, J. L., 2021)

Liability of diminution: As a corporation gets smaller, it becomes more vulnerable
to external (and internal) factors. Some of them continue to pose a risk due to their youth.
However, how well SMEs perform is influenced by their size and the industry in which
they operate. There is a cause-and-effect relationship between the sector and the capacity

to acquire and exploit knowledge to remain competitive (ambidexterity), as market and
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technical dynamism, as well as complexity and knowledge base shortages, vary by sector.

(Klein, V. B., & Todesco, J. L., 2021)

Throughout the pandemic, it was challenging to obtain government financial
assistance because to both administrative and informational barriers. Before the epidemic,
private funding usually offered stricter credit conditions since SMEs presented a greater
risk, hence smaller enterprises were less aware of government aid measures. Small
businesses have limited capital. They are not only far behind their larger counterparts in
the fight against the virus as a result of their severe financial limitations, but they also end
up with other drawbacks. (Klein, V. B., & Todesco, J. L., 2021)

Making a general assessment of SMEs while addressing the COVID-19 issue
gives larger SMEs an erroneous picture of the tiny SMEs because they might not have
the same problems. Larger SMEs might have millions of dollars in cash reserves to cover
their payroll, which would change how they experienced the COVID-19 pandemic. The

smallest SMEs may suffer for even shorter periods due to the lack of savings. (Yi, V. Z,,
2020)

Due to their small size, micro-SMEs can change their business strategy more
quickly, making them more adaptable. However, maintaining overhead costs and
implementing changes to their business plan would be challenging for SMEs with a
sizable workforce. (Yi, V. Z., 2020)

SMEs should accumulate cash reserves when the chance arises. This will enable
them to safeguard their company in trying times. They should prevent making excessive
investments in the expansion and acquisition of large assets, such as properties, which are
challenging to sell in trying times. Diversifying the customer base is preferable to relying
just on one type of clientele. SMEs who conduct worldwide business should also use

foreign exchange hedging to reduce risk. (Yi, V. Z., 2020)
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Despite the fact that SMEs have historically been affected by both financial and
non-financial crises, the pandemic has made it more difficult to determine how to
maintain business continuity. On the viability and sustainability of small and medium-
sized enterprises (SMEs), the COVID-19 epidemic had a profound effect. (zutshi, A., etal.,

2021)

Small and medium-sized businesses (SMEs) make up the majority of companies
in the EU. They are responsible for more than half of all value added produced by
businesses in the EU and two-thirds of all private sector jobs. They have given their
approval to a number of programs aimed at assisting SMEs, such as COSME, Horizon
2020, and the Small Business Act. These programs seek to increase the competitiveness
of SMEs with the use of cutting-edge technologies, creative research, and easy access to
funding.

However, according to the Small Business Administration (SBA), finding
financing is still the second-biggest issue affecting certain SMEs. SMEs frequently fall

short in their attempts to obtain the required finance from banks and secondary markets.
(Panagopoulos, A. G., 2020)

SMEs are having trouble finding enough money to cover their fixed operational
costs, such as rent or a mortgage, utilities, and insurance. Small and medium-sized
enterprises (SMEs) in Sichuan Province, China, encountered numerous obstacles that
made it difficult for them to complete their tasks, such as a lack of raw materials and

access, a virtually nonexistent market demand, and employees who would not reapply.
(Zutshi, A, et al., 2021)

The epidemic had a serious detrimental impact on the financial performance of
SMEs during the lockdown brought on by the work stoppage and employee layoffs in

Masvingo, Zimbabwe. Similar results were also observed from Malaysia. Financial
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management and supply chain disruptions are two important business sectors where the
pandemic's consequences can be seen. SMEs have been requesting help from the
government in restarting following the closure. (Zutshi, A., et al., 2021)

On the plus side, SMEs in Macau discovered that because they were more
adaptable in their responses to disasters, small organizations suffered fewer economic
losses than their larger counterparts. Extra support techniques are needed in larger
businesses to streamline new company negotiations and improve interactions between
entrepreneurs and investors. (Zutshi, A, et al., 2021)

Small business is viewed as an efficient tool for the growth of a market economy
and a type of economic activity for the populace in today's society. The formulation of
broad regulations and programs for the growth of this sector of the economy, as well as
the approval of specific targeted measures, include the economic and legal support for
small enterprises. It is now possible to choose a workplace and there are no longer any
geographic or transportation limitations thanks to the rise in remote workers and flexible

work schedules that allow them to design their workdays. (Nosirova, N., 2021)

2.1.2 Role of Crisis Management Plan

In times of crisis, many nations have tried to enact policies that would give the
government more power to control the economy. For instance, the implementation of
crisis management plans that contain many immediate financial aid measures for small
enterprises. (Nosirova, N., 2021)

These policies primarily focus on the following areas; first, boosting small
businesses’ levels of sales and limiting the depletion of their working capital by offering
export credits and guarantees, lowering tax rates, and granting tax deferrals; second,

facilitating small business access to financing through prompt working capital
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availability, credit debt restructuring, and extending alternatives for guaranteeing
payments and repaying existing debts; and third, the provision of financial support for
small businesses in the form of innovation and investment projects that are highly
marketable and economically efficient to give small businesses the chance to enter the
market with new goods and services that may be in great demand. (Nosirova, N., 2021)

Grants for the implementation of investments, loans with favorable terms, and
policies to guarantee quick depreciation of fixed assets and targeted funding for R&D are
all forms of financial assistance. (Nosirova, N., 2021)

The global economies and the corporate world were impacted by the COVID-19
pandemic catastrophe. Small and medium-sized enterprises (SMESs) are one of the main
forces behind economic growth in Saudi Arabia, making up 99.41% of the private sector
and contributing 28.7% of the country's GDP in 2018. SMEs also play a key role in
employment creation and innovation. Because of the crisis period, 49.1% of medium-
sized, 27.6% of small, and 10.6% of micro businesses have opted to stop hiring new staff
altogether. Additionally, since the start of the crisis, 36.4% of medium-sized businesses
have temporarily laid off more than 10 people. Stops were concentrated greater in
microbusinesses with 1-3 employees (44%), those with 4-6 employees (22.2%), and those
with 1-6 employees (22%), whereas stops in small businesses with 1-3 employees were
less concentrated. (Parveen, M.,2020)

The global economic landscape has radically and unexpectedly shifted since the
COVID-19 pandemic’s appearance and many nations are now projected to experience an
economic recession. The economic situation is not any better here in Malaysia. Many
SMEs are already dealing with common issues related to their survival or ability to remain

competitive before the crucial pandemic era. More than 50% of SMEs collapse within the
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first five years of operation, according to the resources available. Many SMEs are
currently dealing with problems like growing market instability, increased costs of goods,
and fiercer competition. These unmistakably show that SMEs in Malaysia are dealing
with significant problems and numerous barriers to being competitive businesses in
Malaysia. (Khai, K. G., et al., 2020)

Due to the unusual severity of the COVID-19 outbreak, which has weakened the
economy and negatively impacted supply chains and demand, SMEs in Malaysia have
performed poorly. SMEs must demonstrate exceptional resilience and agility to continue
being adaptable and relevant to this unfavorable circumstance because they are crucial to

the growth of the nation's GDP and are the most severely affected by the sickness. (Khai,
K. G., etal., 2020)

Small businesses are essential to the economy in sectors including consumer
services, consultancy, technical services, machine repair and maintenance, trade and
procurement activities, and intermediary activities. One of the top priorities of the state's
economic policy is the improvement of small business competitiveness. Small businesses
need to be able to operate efficiently and export goods and services that satisfy customer
demand in both home and international markets. Small enterprises benefit specifically

from the home market's low prices for goods as compared to the global market.
(Ikromiddinovich, S. K., & Kurbanovich, T. K., 2021)

Without enhancing the role and energizing small businesses, particularly those
focused on production, innovation, and exports, Uzbekistan’s national economic
modernization policy will be ineffective. Small and private businesses lay the foundation
for the long-term growth of national economies since they are the nimblest sector of
entrepreneurship to changes in the internal and external environment. Indicators that are

used to compare countries qualitatively as well as quantitatively differ between them. The
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competitiveness of small businesses is supported by the government in many

economically developed nations through organizational and financial support.

(Ikromiddinovich, S. K., & Kurbanovich, T. K., 2021)

2.1.3 Financial Access is the Main Obstacle

The high cost of borrowed financial resources is one of the key issues with small
and medium-sized business’s finances. Although there is a definite trend toward lower
loan interest rates, resources are still very expensive and not only do not contribute to the
mass expansion of SMEs but work against it. Another issue is that the majority of SMEs
in the nation continue to operate "in the shadows,” while banks prefer to lend to
established, successful medium and large enterprises, in part because of their increased
openness. (Ikromiddinovich, S. K., & Kurbanovich, T. K., 2021)

In the Middle East and North Africa (MENA) area, small and medium-sized
businesses (SMEs) are now universally acknowledged as the main factors boosting
economic growth. The major issues were a lack of access to capital, poor management,
ineffective governance, a shortage of skilled workers, inadequate infrastructure,
corruption, and bureaucratic obstacles. The biggest problem among these problems seems
to be the lack of financial access. (Otman, K.,2021)

Generally speaking, these businesses’ significance stems from their dynamic role
in economic growth and their GDP contribution since they are seen as the economy’s
driving force. In addition, it generates new job opportunities, low-cost goods and services,
and income distribution in addition to the development of novel goods and services. We
learn some facts about SMEs from looking back at earlier studies. They frequently have
a straightforward structure and operate as partnerships or family businesses. Second,

SMEs are more adaptable than large businesses, allowing them to react to unfavorable
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situations and seize opportunities. Thirdly, they encounter some challenges and dangers
that have an impact on the expansion and expansion of these businesses.

The bulk of world economies, especially those in developing and rising countries,
depend heavily on SMEs. According to the World Bank, formal SMEs make up up to
60% of all jobs and up to 40% of GDP in emerging nations; these figures would be far
higher if informal SMEs were taken into consideration. (Otman, K.,2021)

Small and medium-sized firms face significant financial difficulties, which can
negatively affect their operations. One of the biggest obstacles to development has been
recognized as access to capital. The biggest obstacle to the development of SMEs is now
a lack of adequate financial resources. Because SMEs are typically labor-intensive

enterprises, they are less able to absorb labor costs when faced with financing restrictions.
(Otman, K.,2021)

Additionally, the majority of SMEs’ owners and executives lack sufficient
strategic experience. Many business owners lack the necessary education and expertise
to effectively run their organizations, so their leadership style is largely determined by
failure and temporary financial gains with little regard for long-term policy planning.
Several regulatory responsibilities are held responsible for mistakes. These areas concern
SMEs that are unable to control: inventory management, sales & marketing, accounting
skills deficits, cash flow management, and credit management. (Otman, K.,2021)

Smaller size is a burden for SMEs. Smaller businesses are therefore more
vulnerable to both internal and external events, such as the loss of a key employee, a
reduction in financing options, a decline in demand as a result of a competitor entering
the market, or, in the case of this manuscript, a crisis affecting the global economy.
Additionally, when the company is smaller, decision-makers are more approachable to

customers and other stakeholders. They can utilize this to learn vital market information
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that will aid them in responding to situations. For SMEs, obtaining financing is more
challenging during times of crisis. Lack of money is the most obvious result of a crisis,
which is frequently caused by a decline in income or by stricter investment regulations.
This issue is dealt with by finance. (Eggers, F., 2020)

Tiny businesses typically have to deal with the liability of being small, but crises
and disasters increase the availability of resources and cause liquidity issues for SMEs.
Customers cut back on their spending or cease altogether, and investors become more
cautious. Some papers provide solutions to this issue, such as employing trade credits and
examining various financing schemes. However, a crisis can also bring up business
possibilities that are best handled by taking creative and proactive steps. Advantageous
in this regard are the potential for more flexible decision-making and a SMEs close
closeness to its clientele. (Eggers, F., 2020)

Because it was difficult for SMEs to get resources and they had insufficient
liquidity, their activities were severely impacted during a crisis. Thanks to government
stimulus programs that give loans with lower interest rates, the difficulties of receiving
financial aid during the COVID-19 epidemic may become easier, although SMEs
continue to experience severe liquidity issues. Prior to the pandemic, small businesses
were frequently experiencing financial problems like insufficient working capital, cash

flow liquidity, and difficulty obtaining loans or other forms of financial aid. (Yaacob, Z.,
& Radzi, R. M.,2022)

In the normal course of business, SMEs face numerous obstacles to growth, but
the pandemic's transition from a health catastrophe to an economic one put an even greater
burden on them. Most SMEs have little money left over to pay for rentals, employees,
and other overheads when the implementation of complete or partial lockdowns

drastically reduces their sales. Small and medium-sized businesses (SMEs) are more
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negatively impacted by the economic downturn than larger companies since they have
less robust reserves and assets and lower production levels. Due to financial difficulties,
small and medium-sized firms (SMEs) were forced to reduce workers, lower wages, limit
operation hours, or even close. (Yaacob, Z., & Radzi, R. M.,2022)

In Jordan, SMEs make about 99 percent of all firms. SMEs are grouped according
to the number of employees they have. Small businesses employ 19 or less people, and
medium-sized enterprises employ 20 to 99 people. These SMEs are responsible for 35%
of available jobs and 45% of transformational exports. However, the SMEs in Jordan have
suffered more since they were ill-prepared to deal with the difficulties brought on by the
interruption of supply chains, decreased trading, decreased cash flow, and significant
expenditures in technology. It will be simpler to comprehend the resilience abilities
required to fight the pandemic if you are aware of the COVID-19 challenges that affect
SMEs. (zighan, S., et al., 2021)

The Jordanian government has implemented a tight plan and taken proactive
efforts to address the disease. To stop COVID-19 from spreading, the Jordanian
government maintained social distancing; many businesses were closed. The Jordanian
government has tightened restrictions and taken other steps to distance itself from the
second wave. The majority of the country’s SMEs functioning businesses have suffered
unheard-of financial losses as a result of these policies, which have produced an economic
recession over the whole nation. (zZighan, S., et al., 2021)

Banks considerably help small- and medium-sized enterprises remain sustainable
by offering financial services, technology, and business solutions. Banks, which also offer
direct and indirect financial services including loans, mortgages, and other products, draw

in deposits. As institutions that provide financial intermediation, banks' main objectives
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are to make a profit, boost stockholder value, and lower risk. Banks that aim to reach
these goals on the supply side of their financial services must therefore provide banking
services to companies, SMEs, and retailers on the demand side. (Shihadeh, F et al., 2019)

One of the main challenges to the growth of small and medium-sized businesses (SMEs)
around the world is access to financing. Additionally, there are still information gaps
regarding the connection between SME development and securing funding from financial
institutions. The main obstacles they have encountered are financial ones. SMEs are
crucial to the economy because the Palestinian economy has to expand and diversify,
particularly in the productive sectors. To develop a proper environment that enables them
to receive the required money that will enable them to activate their function, we need to
create a supportive structure and clear strategy that includes the government, the banking

sector, and other organizations.

2.1.4 SMEs in the Palestinian Context

The Palestinian National Authority has been eager to help and finance micro,
small, and medium-sized enterprises since 1994 because it encouraged the opportunity
for them to be established and run in accordance with Palestinian legislation. The statute
that governs them, which restricts the challenges they confront, has not yet been finished.
Small and medium-sized enterprises are thus forced to engage in a cycle of conflict while
weathering the surrounding political conditions, which impair a variety of economic
operations in Palestine due to the numerous obstacles that prohibit them from being
steadfast. (Hanini, M. W., et al., 2021)

Along with the difficulties brought on by poor management, poor planning, and

reliance on the (Israeli) economy, there are also difficulties caused by drawn-out and
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complicated procedures, a steadily expanding labor force, and a lack of essential social
services in Palestine. Nevertheless, a significant number of small and medium-sized
businesses are still resolute in the face of these impediments despite the significant
challenges and difficulties they face. In addition to the requirement for the Palestinian
economy to advance and progress, which calls for serious interest from all official bodies
in Palestine, the government in Palestine intends to develop small and medium enterprises
because they account for 90% or more of all projects for the local economy and have a
positive impact on the structure of the Palestinian economy as a whole. This is especially
true in light of the difficult situation it is in right now. (Hanini, M. W., et al., 2021)

According to the experience of the Palestinians in establishing and assisting small
and medium-sized businesses, the concerned governmental as well as non-governmental
organizations seek to create the ideal environment for the growth and development of this
sector. As a result, a number of financial and non-financial organizations started to
develop that would aid in the growth of this industry and provide chances for the creation
of new projects as well as chances for the expansion of existing ones, allowing small and
medium-sized enterprises to develop into large projects. (Hanini, M. W., et al., 2021)

Since SMEs make up the majority of firms and create the majority of new jobs in
an economy, they are essential to both the employment rate and the number of people
employed. Additionally, SMEs in developing countries employ about 60% of the labor
force and contribute about 40% of the GDP. Over 55% of the GDP and 91% of the work
force in Palestine are produced by SMEs. (Shihadeh, F et al., 2019)

SMEs make up over 90% of all businesses in the MENA region and employ about
30% of the labor force. Additionally, SMEs may contribute to the reduction of poverty

through market cycles, investments, and employment. Therefore, promoting SMES’
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sustainability by expanding their access to financing sources is essential to promoting
overall economic sustainability. (Shihadeh, F et al., 2019)

The effectiveness of government development planning to support the MSMEs
sector is low (59%), and the government development planning is insufficient as the
adequacy of government development planning was at a moderate degree (62%), and the
level of coordination between the concerned authorities was also at a moderate degree
(70%). These numbers demonstrate how ineffective the government's involvement in
supporting MSMEs is, especially in light of these. (Hanini, M. W, et al., 2021)

One of the most important ways to improve an organization's performance during
this challenging coronavirus (COVID-19) period is through strategic planning. Numerous
studies demonstrate a strong relationship between strategic planning at all levels and
organizational effectiveness. The term “strategic planning” describes a long-term
planning procedure that identifies the target market groups, takes into account internal
and external elements, and assesses the rivals. A review of the internal and external
environments, including research on strengths, weaknesses, opportunities, and threats, is
the first phase in the process of strategic planning. A strategy is then developed, and then
it is formulated, put into action, and evaluated. (Nurunnabi, M., 2020)

These strategies are viewed as a response to the crisis by changing their
operational procedures, which could be a costly endeavor. Therefore, the lack of
emergency funding from the government may help firms respond more forcefully, which
appears to support the survival of the businesses. Companies must also form strategic
alliances with their supply chains, customers, the government, and other stakeholders in

order to maintain operations and guarantee a sustainable business. (Nurunnabi, M., 2020)
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Having a distinct and clear strategic vision is the cornerstone of developing and
executing an effective plan. The reason for this is that the strategic vision is a method for
developing strategic thinking about the future of the sectors, the caliber of their desired
activities, and their anticipated market position.

Strategic planning (SP) is thought to be crucial for business expansion and
efficiency in the service sector. But according to data from the Palestinian Bureau of
Statistics, the majority of service-oriented businesses struggle due to a lack of strategic
planning and development. Additionally, little is known about the function of crisis

management in the process of strategic planning based on the previous research. (Purnomo,
B.R., etal., 2021)

The purpose of having written, comprehensive strategic procedures and plans are
to guarantee that managers are committed to and bound by the strategic planning process,
allowing for specific evaluations and realistic goals. Thus, the phrase "formal strategic
planning” refers to the process used by a corporation to define its mission, goals,
strategies, and policies as well as the clear, systematic, and strategic methods used to

manage the resource allocation necessary to achieve those goals. (Purnomo, B. R,, et al.,
2021)

Therefore, the driving force behind this goal is to have a better knowledge of how
risk/crisis management fits into newly emerging strategic business processes. Enhanced
strategic planning efficacy results from formal strategic planning, particularly when
addressing emergencies. This means that formality, a key component of strategic

planning, is always required to launch any strategic process in organizations.
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Chapter Three

Methodology

3.1 Research Design

In-depth, first-person perceptions of people's experiences are provided by
qualitative research. Future researchers will find it easier to duplicate or build on the
work already done if the research process and participant demographics are well
described. (Swain, J., & King, B., 2022).
This study used a qualitative research strategy that focused on using content analysis,
personal observations, and structured and semi-structured interviews in order to
maximize the reliability and validity of research findings. Discovering the opinions and
experiences of the participants with reference to a certain question is the aim of qualitative
research. These results are sorted, evaluated, and presented to identify commonalities
among the study group's participants.
Qualitative research provides a method that is more adaptable. Researchers can modify
questions to change settings or factors and enhance responses if the insights are not
helpful. (Swain, J., & King, B., 2022). The qualitative technique has the ability to extract and
deliver rich, thick, and detailed descriptions based on the perspectives of the participants.
Since real-world situations are the main focus of qualitative research, a natural
environment is used as a direct source of data. It makes it possible to create real-world,

situational stories that capture every aspect of reaction.
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3.2 Sampling and Selection

Participation in the study was voluntary, and a purposive sample was used.
Participants were chosen from among funding/donor organizations and SMEs.
Purposeful sampling, one of the most common sampling methods, divides participants
into groups according to specified criteria that are relevant to a particular study problem.
Sample sizes are decided by the time and resources available as well as the objectives of
the study, and may or may not be established before data collection. (Farr, B., 2008).
For researchers looking to choose individuals who might shed light on their study
question, purposeful sampling is an effective strategy. When analyzing groups with
certain technical traits or experiences, where a random selection of individuals could
produce inconsistent results, this approach is helpful. By choosing individuals who are
most pertinent to the study subject, purposive sampling can increase the quality and
accuracy of the data acquired. Additionally, this method enables researchers to gather
information from a variety of individuals who have various viewpoints and experiences
relevant to the research subject (Murazi, T., et al., 2022).
In this study, participants were chosen after they have met the inclusion criteria, which
included having worked for at least five years at an international or government-donation
organization, financing institution or at SMEs in West Bank, as well as having a strategic
plan created before 2020.
The twelve-person sample was split equally between SMEs (six) and financing/donor

organizations (six).
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3.3 Data Collection

The topic was investigated using a semi-structured in-depth interview guide with
open-ended questions. A transcription of the recorded interview was made for analysis
after it was recorded using an interview recorder.

Following a series of open-ended questions, participants in a semi-structured
interview are then asked more questions to delve deeper into their responses and the
research topic. Semi-structured interviews in qualitative research combine the most
beneficial elements of structured and unstructured interviews. While some questions lack
preset answers, others do. The questions may not necessarily have to be asked in the same
order or with the same wording, even when the interviewer has a general notion of what
they want to ask. (Husband, G., 2020).

While still allowing you to keep your attention on the topic of interest, semi-
structured interviews give you the opportunity to explore any relevant ideas that may
arise. Qualitative researchers frequently utilize semi-structured interviews as a way to
collect new data and gauge participants' opinions on a certain topic. (Husband, G., 2020).

The major technique of data gathering for this study was in-person interviews.
The interview lasted anywhere between 30 and 60 minutes.

The researcher introduced herself, outlined the goals of the study, and got
participants' informed written consent before each interview. For each interview, a quick
sociodemographic questionnaire was then filled out to gather background data. One-on-

one interviews were conducted by a researcher with interview subjects.
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3.4 Data Analysis

In data analysis, a thematic method (themes and sub-themes) was used, according
to Kiger and Varpio (2020). Thematic analysis is a method for analyzing qualitative data
that involves examining a collection of data and looking for patterns in the meaning of
the data to pinpoint themes. A critical component of making sense of the data is the
researcher's own experience, which is an active reflexive process.

Kiger and Varpio (2020), Thematic analysis is frequently used in qualitative
research. It emphasizes the need of identifying, interpreting, and comprehending
qualitative data patterns. Using this methodology, we can look at qualitative data in a
certain way. It is frequently used to refer to a grouping of texts, as a transcript of an
interview or a collection of articles. We carefully go over the data to seek for repeating
concepts, themes, or phrasings. Regardless of our methodological backgrounds, we can
participate in this type of study because to the theme analysis' flexible approach to data
analysis.

Data analysis is a six-step process, the first of which was frequent, active reading
for the thematic analysis. The first important analytical stage in the process was to
generate the basic codes, which allows for the detailed, exact categorization of data. The
second part of the coding process has now begun. This part of the task generates codes
instead of themes. The third phase was looking for potential patterns in the coded and
collected data extracts that might have broader implications.

The fourth stage, which is described as a two-level analytical process, was
reviewing topics. To ensure a good fit, it evaluates coded data positioned within each

topic at the initial level of analysis. every code and data extract that is relevant to each
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subject and query should be examined. Data extracts were restructured, and themes were
altered to better reflect and capture coded data.

The sixth step involved defining and naming topics. Each topic should have a
definition and a narrative description that explain its importance to the overarching
research question after the thematic map has been developed. Writing up the final
analysis and conclusions summary, which will be covered in chapter four, was the sixth

and final phase.

3.5 Validity and Reliability

The "appropriateness” of the instruments, procedures, and data in qualitative
research refers to validity. The appropriateness of the methodology chosen, the
appropriateness of the methodology's design, the appropriateness of the sampling and data
analysis, and finally, the appropriateness of the findings and conclusions for the sample
and context (Leung, L. 2015). In order to achieve validity, our research data collection tool
was precise and exhaustive enough to capture the information required in relation to the
study's objectives.

Determining trustworthiness from an epistemic perspective is problematic and
unreasonable. (Leung, L. 2015). As a result, dependability in qualitative research depends
on consistency. Consistent results, significant information gleaned from respondents, and
information relevant to the research aims are all requirements for reliability. It was later

studied in order to make reliable judgments.
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3.6 Ethical Considerations

Research privacy and confidentiality concerns frequently lead to ethical
dilemmas. Because disclosing a participant's information could have negative effects that
are beyond repair, it should only be done in exceptional circumstances. One of the most
important ethical concerns in qualitative research is informed consent. This implies that
participants must be appropriately informed about the research and that participation must
be voluntary. (Orb, A, et al., 2001). Additionally, privacy relates to how much a study
participant explicitly discloses to the researcher, whereas confidentiality refers to how the
researcher protects the participant's private information.

The right to access the study's findings was provided to the participants, who were
reassured that confidentiality would be rigorously upheld. Written informed consent was
obtained before the study got started. The agreement included precise information on the
objectives of the study and how the data will be used. In order to protect interviewee
privacy and encourage complete interview transparency, interviews were conducted in a

separate room.

3.7 Limitations

The engagement of the participants was the study’s main shortcoming.
Participation in the study was optional. Because of this, not all of the possible volunteers
decided to take part in the study, which made the process of gathering data more time-
consuming. The sample size further restricted our ability to generalize the problems

identified in this study.
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Chapter Four

Results

This study’s focus was on the component, strategic planning, as a tactical tool for
addressing and controlling risks faced by SMEs. Interviews with financing
institutions/donors were conducted as part of the first phase of the analysis process, while

interviews with SMEs were conducted as part of the second phase.

The First Phase

The donor sample for this study comprised six male individuals with ages ranging
from 35 to 60, all of whom held a Master's degree. Their professional backgrounds were
diverse, with two participants having over two decades of experience, two with more than
ten years, and the remaining participants averaging fifteen years of professional
experience.

From this stage of analysis, three themes and eight subthemes were identified.
First, Financial Access with its terms and warranties, followed by management roles and
obligations. Second, Grant Programs that included features and capabilities, utilization
(knowledge and skills), and target group all had numerous issues. Thirdly, Sustainability
has emphasized the importance of multi-sectoral efforts to achieve, including government

policies and regulations, SMEs definition criteria, and regular monitoring and assessment.
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4.1 Financial Access

Terms and warranties, as well as management responsibilities, are all part of the
financial access topic. Due to several outcomes, both favorable and negative, all
participants were concentrating on this theme as a key component.

The results showed that enterprises’ characteristics, financial features, and
owners’ characteristics were significantly positively correlated with access to funding.
This study also concludes that financial factors like startup capital, current capital status,
interest rate, business plan, etc. have a direct impact on how easily SMES may acquire
financing. The ability to develop relationships with financial institutions and be adept and
educated businesspeople were among the traits of the owners who had access to credit
and could manage borrowed money for commercial purposes.

One of the participants (participant 2) quotes this idea as follows: “First, the
financial costs. The reason why modern financial institutions don't charge the same
amount for everyone is the risk, particularly the cost of default. As a result, we add the
risk premium to the prime rate, which is what we do in BOP. The cost of risk comes in
second. The non-performing loan ratio (NPL) for SMEs is often high; before and during
the COVID-19 pandemic, it reached 25-35% in BOP. In exchange for a fee from the
bank, banks typically seek assistance from other parties to secure loan guarantee funds
that cover a percentage of the loss in loans”. Remarked another participant (participant
4) said: "But if you bring in an investor, he'll share the risk and take a piece of the gains
or losses, too. When you take out a loan, you are responsible for paying it back whether
the business succeeds or fails. SMEs are unwilling to assume the risk of taking out loans
due to the risk profile that exists in Palestine. Risk is now the missing component, and

since some banks are risk-averse and believe lending to SMEs carries a significant
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amount of risk, the question is whether donor organizations can offer risk mitigation tools
like partial credit guarantees or credit guarantees .

Furthermore, (participantl) added: “When using strategic planning tools, micro
companies could have fewer possibilities than small and medium-sized businesses. They
also encounter difficulties with administration and planning, both of which are crucial
for survival. Because businesses won't be able to compete or thrive in the market without
a plan for their spending, earnings, payments, and even investments with a business plan.
For these businesses, strategic planning shouldn't be difficult, but straightforward
preparation is unquestionably required. producing money by confirming that these
companies require finance and that they understand how they will apply it to their
operations”. As well as “SMEs sometimes give limited or no guarantees, particularly
nontransferable guarantees, which is one of their key problems. Since banks do not accept
guarantees that can be transferred, this forces SMEs to seek financing from lending
institutions, which offer financing with fewer terms and conditions but higher financing
costs due to the lending institution's higher costs and increased risk”.

This study's findings are consistent with previous research, highlighting a
fundamental barrier that SMEs face unfavorable terms and circumstances that limit their
capacity to secure funding. High interest rates, a scarcity of collateral security, and short
payback periods are examples of such barriers. These limitations underline the critical
role that affordable financing plays in encouraging these enterprises' long-term growth
and expansion.

As a result, the study reveals the intricate network of challenges that small and
medium-sized firms (SMEs) face when seeking loans from financial institutions.

Regrettably, larger firms receive a disproportionate share of credit resources. This



34

disparity in lending distribution reflects a worrying reality: SMEs struggle to secure loans
due to a lack of appropriate resources. Because of the scarcity of financial assistance,

SMEs are at a disadvantage.

4.2 Grants Programs

According to the participants in our study, characteristics and capabilities, use
(knowledge and skills), and target group, all have a significant impact on grants.
Management must make sure they have the skills necessary for efficient organizational
performance. Additionally, businesses must advance their technology to get a competitive
advantage. Managers should actively look for training opportunities. A lack of funds and
management abilities can impair the performance of a corporation. Lack of also affects
performance. Utilizing cutting-edge technologies can be used to improve performance.
There isn't enough training available to assist entrepreneurs in managing their businesses.

One of the participants (participant 4) said: “Whether or whether not SMESs
genuinely possess the necessary knowledge to request financing from financial
institutions and submit the necessary documentation is a valid concern regarding the
topic of financial literacy. Will more SMEs borrow as a result of a faster loan application
process? Donors can assist attempts to promote financial literacy by contributing to
literacy campaigns and changing high school and college curricula to incorporate
financial education”. In contrast, (participant 1) said: “Based on the conducted surveys
and my knowledge and experience in this field, one of the biggest obstacles MSMEs
encounter when trying to get financing is their lack of financial literacy and capacity to
take advantage of these initiatives or work with banks. Furthermore, Palestine has a

sizable informal sector, many of whom would prefer not to register bank accounts and
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think that banks and their procedures are overly formal and unnecessary. As a result,
individuals rely on their resources or look for alternatives that carry a larger risk and a
higher price, such as shady money lenders”. On the other side, (participant 6) said:
“Because of this, the bank labels the customer "entrepreneur” as a high-risk client if they
lack the necessary expertise, resources, and financial backing. They lack the expertise,
which ultimately causes them to fai/”.

These programs all assist business owners at various stages of their development.
Each of these programs is situated in a distinct area and engages with the entrepreneurial
environment in a distinctive manner. The challenge small businesses confront in
obtaining the financial resources they need to sustain and expand their operations is a
barrier that keeps coming up in all kinds of circumstances. Financial institutions, namely
banks, view each of these target markets as a dangerous investment, albeit for various
reasons. (Participant 3) said because he was focused on the grant program’s target
audience: “Donors must have more intelligent programming that is motivated by national
needs rather than personal ambitions. Bilateral donors frequently have agendas from
their capitals regarding areas they are focusing on, such as gender, green financing, or
transparency, and these agendas are tone-deaf to the needs or preferences of the country.
They also avoid working with banks and financial institutions because doing so means
they aren't serving the people they are supposed to be serving. This is an illustration of
a poorly designed intervention in which the intended audience is not given access to the
program for them to profit from it”.

These programs facilitate access to finance, the target beneficiaries are vulnerable
groups, micro-enterprises. Then (Participant 1) adds on the same point: “The procedure

for funding was that SMEs would apply to the banks for financing, and if their request
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was granted, the bank would examine and analyze it before sending it to the PMA for
another review and approval. We then discovered that we are not reaching and targeting
the designated group of businesses—micro-organizations—that were most negatively
impacted by the epidemic and that it was mostly given to small and medium-sized
enterprises. That was because they were already established as bank customers and could
readily obtain financing from those institutions” .

Management abilities are crucial to the success of businesses. The results showed
that the participants generally agreed that there is a substantial gap between the market
demands and the administrative skills and capacities of business owners, particularly in
the skills required to run firms. This is especially true for business owners who are starting
out without the right training and with a weak managerial foundation. However, there is
a lack of knowledge about such initiatives among business owners, which prevents many
SME owners from taking use of them. The subjects’ divergent opinions on the
appropriateness of financial services in this context are used to support the conclusion
that entrepreneurs are unaware of the services that can provide them with financial

support.

4.3 Sustainability

Many aspects, including governmental rules and regulations, the definition of an
SME, continuous monitoring, and assessment, all contribute to SME sustainability. And
this was evident in the responses of the participants. In order to solve social and
environmental challenges, governments should be looking to change how the globe
conducts business. These modifications are being demanded by consumers more and

more. All businesses must be aware of the laws and rules that are gradually reflecting this
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new orientation. Although many rules are aimed at large companies and those with
excessive energy consumption, SMEs will nonetheless be impacted by this movement.
SMEs make up a significant portion of the global economy, and it is believed that their
participation in the changes is essential if governments are to achieve their objectives.

One of the participants (Participant 2) said: “The influence on the economy may
be bigger if there were major strategic initiatives, whether from the government or any
other stakeholder. As they all enter the market with varied purposes and agendas, only a
few initiatives currently have an influence. However, if efforts were coordinated and
cohesive, the impact would be stronger, and it would be lacking”. And he added:
“We must create novel techniques for assessing SMEs because we will never be able to
get financial accounts from audited SMEs. As a result, we can examine their cash flows,
bank statements, surveys on the quantity of goods purchased and sold, etc. Additionally,
we are now working on comparing economic sectors to determine how much cash is
transacted in each sector’s transactions”. In addition, (participant 4) said: “How the
government, regulatory agencies, financial institutions, and donors can promote
Palestinian SMEs is a challenging question to solve. However, the government’s
performance must be enhanced since everything it does must be done to a higher
standard, which is now not the case because some policies are not put into action and
some reports are not read. As a result, the government's performance management is a
crucial foundational component and must originate from within the government”.

On the other hand, the evaluation of SMEs and entrepreneurship policies and
programs outlines evaluation concepts and offers examples of successful evaluations of
SME and entrepreneurship policies from other countries. To determine if SME and

entrepreneurship policies are successful in achieving their goals and to determine how
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they may be improved, monitoring and evaluation are essential. The evaluation process
must be thorough and rigorous, employ control groups, and provide comparisons between
programs. (Participant 3) said: “because it is small in size, unorganized, informal, and
not registered in the Ministry of Economy, it does not guarantee permanence and
sustainability and, even if it is registered, there is no continuity in paying fees, so there is
a tendency for unorganized work, informal work, and illegal work”.

Whereas (participant 1) was concentrating on the definition of SME's, he said:
“We struggled to come up with a consistent and precise description of these businesses—
who are MSMEs? —so each body came up with its own! Based on the accepted and
unified description of these firms, a joint committee is now developing policies and
strategies to strengthen this sector”.

SMEs are under increasing pressure today to assess and control their
environmental effect. They are an essential component of the supply chain where there is
an increase in demand from both customers and suppliers for sustainability management,
particularly for SMEs looking to win contracts with governments or bigger businesses.
The resources SMEs need to keep providing their goods and services in the future must

also be made available to them.

The Second Phase

The sample of SMEs included six individuals, comprising an equal distribution of
three men and three women, aged between 30 and 45. All participants, with the exception
of one, held bachelor's degrees. Within the group, there was a notable variation in

professional experience. Two participants had an average of more than seven years of
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experience and the remaining participants brought an average of fifteen years of collective
experience.

During this level of analysis, the examination unearthed two overarching themes
accompanied by five subthemes. Before delving into the limitations associated with
donor-supported techniques and financial issues, it is imperative to first scrutinize the
pivotal role played by donor organizations and the nature of their support. Secondly, a
crucial aspect of the operational duties of SMEs involves delving into their
responsibilities in proactively implementing crisis preparedness and efficiently managing

resources during times of crises.

4.4 The Role of Donor Organizations

The characteristics of support, the limitations of donor-supported procedures, and
financial concerns are all said to have an impact on SMEs performance during crises as a
significant function of donor organizations, according to the study participants. Donors
may increase the exceptional potential of SMESs to contribute to sustainable development
in low- or middle-income country (LMIC) environments by strategically investing in
SME development, which means helping new and existing enterprises to grow and
improve their performance.

Donor sponsorship of the operations of private sector organizations is not often
the main emphasis of engagement with industry. Actually, as knowledge and relationship
brokers, donors might serve a more facilitative function. Donors should be aware of the
growing convergence between a company’s primary commercial operations and its

corporate social responsibility initiatives.
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Regarding the type of support provided by donors, one of the participants
(Participant 2) commented: “The effectiveness of pre-planning for crisis management is
closely linked to the strategies implemented by donor organizations. When these
organizations tailor their support to address the unique challenges faced by Palestinian
SMEs, the impact of pre-planning can be substantial. Donor-funded training, mentorship,
and resource allocation strategies can enhance SMEs’ readiness to respond to crises
effectively”. And she added: “When assessing the impact of prior planning on
productivity, performance, and business continuity, the involvement of donor
organizations becomes even more crucial. SMEs that benefit from well-designed
strategies implemented by donors are better equipped to sustain operations during crises.
Donor-supported access to financing, networking opportunities, and crisis-specific
training programs can all contribute to maintaining business continuity” .

Additionally, the management of resources during emergencies is a responsibility
of donor organizations. Donor funding can serve as a safety net, enabling SMEs to
manage challenges and deploy resources more wisely. Programs to enhance capacity that
are supported by donors can also help SMEs manage their human resources successfully
during times of need, ensuring their safety, wellbeing, and effective use. Participant (3)
said: “The effectiveness of pre-planning for crisis management is intertwined with the
availability of financing. Without adequate financial support, SMEs might struggle to
allocate resources for strategic planning, leaving them ill-prepared to navigate crises”.
Whereas the participant (4) commented: “Moreover, the role of donor organizations in
resource management during crises might not always be comprehensive. While financial

aid can provide temporary relief, it might not address the deeper financial challenges
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SMEs face. The effectiveness of donor-sponsored strategies can be hindered by
bureaucratic processes and a lack of local context awareness”.

In conclusion, there are doubts about the viability and efficiency of donor
organizations’ policies, notwithstanding their intentions to assist Palestinian SMEs in
proactive crisis management. Their effectiveness could be limited by a misalignment with
SME demands, a short-term outlook, and a potential ignorance of the local context. To
effectively increase the resilience of Palestinian SMEs during crises, a more
comprehensive strategy that considers the bigger issues and long-term development

objectives may be required.

4.5 Responsibilities of SMEs

The implementation of crisis planning ahead of time and resource management
during crises are all tasks that fall under the purview of SMEs. Planning ahead for crisis
management may not always be the best course of action. Predetermined plans are less
successful in tackling multifaceted problems during crises since they are frequently
complex and unpredictable. Many SMEs think that flexibility and speedy judgment are
more important qualities in crisis management than strict adherence to established
strategies.

As a participant (6) said: “The nature of the crisis may affect how pre-planning
affects resources like financing and human capital. The specifics of a plan can be difficult
to predict, but having one in place can offer a general framework for managing resource-
related difficulties. The capacity of the SME to properly manage resources can be
significantly influenced by external factors, market conditions, and the particulars of the

crisis . In addition, participant (1) said: “In the Palestinian context, where SMEs face a
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unique set of challenges due to geopolitical factors, the extent of implementation or
existence of advance planning for crisis management varies. While some SMEs have
recognized the importance of such planning and have taken steps to integrate it into their
operations, others may have limited resources and overlook this critical aspect”. To the
same point participant (2) commented: “The extent of implementation of advance
planning for crisis management varies among Palestinian SMEs, often due to the
daunting financing landscape. Many SMEs find it challenging to secure the necessary
resources for strategic planning, as local financing institutions perceive the Palestinian
context as high risk. This perception hinders SMEs’ capacity to develop comprehensive
crisis management strategies. ”

The availability of funding has a direct impact on how well crisis management
plans work. Without sufficient financial support, SMEs may find it difficult to commit
funds for strategic planning, which would leave them unprepared to handle crises.
Although there are numerous potential advantages to planning ahead, many SMEs may
not be able to take advantage of these advantages due to a lack of financial support. As
well as Participant (5) said: However, the necessity for tailored strategies to support
Palestinian SMEs becomes even more apparent in light of the limited financial support.
Government support that focuses on creating a more favorable regulatory environment,
reducing bureaucratic hurdles, and providing targeted incentives can significantly
empower SMEs to weather crises more effectively. Collaborative efforts between
government bodies, SME associations, and business communities can ensure a
comprehensive and cohesive response to crises, even without direct financial injections”.

The results can vary when assessing how prior planning affected productivity,

performance, and company continuity. Some SMEs may discover that their agile
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methodology enables them to react quickly to developments and keep up some degree of
operations even during crises. This might not be the case for all industries or firm sizes,
though, as the success of an adaptive approach can depend on a number of different
variables.

In conclusion, financial issues inherent in the perception of high risk in the
Palestinian context restrict prior preparation for crisis management among Palestinian
SMEs. The potential advantages of planning are clear, but SMEs’ ability to successfully
foresee crises is constrained by their inability to secure funding. To solve this issue and
help SMEs deal with crises more successfully, finance institutions, public organizations,

and the private sector must work together in a united effort.
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Chapter Five
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Chapter Five

“Discussion & Conclusion”

MSMEs face several challenges, including high production and startup costs,
restrictive business and regulatory environments, constrained market access, a lack of
export credit programs, a lack of an operational legal framework, and, most crucially,
constrained financial resources.

SMEs are among the economic sectors that are of great interest to all countries of
the world, organizations, international and regional bodies, and researchers in light of
global economic changes and transformations due to their crucial role in production,
employment, income generation, innovation, and technological advancement, as well as

their role in achieving economic development and social welfare of all countries. (PMA,

2020)

The study's conclusions, in the opinion of the participants, are that the most
important internal factors that determine the sustainability of SMEs are those that are
related to the workplace, and the most important external factors that significantly affect
the sustainability of SMEs are those that are related to marketing, finances, and political-
legal issues. The key conclusion of the study is that maintaining SMEs' viability requires
resolving financial and employment-related difficulties.

The challenges and restrictions that Palestinian microfinance faced were one of
the areas in past studies that most closely matched our analysis. One of them was
"difficulty to pay the premiums due on the customer,” another was "weak systems of
control and follow-up by financial institutions,” a fourth was "guarantees for the loan,"

and a fifth was "weakness of feasibility studies submitted by the customer.” The findings
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of previous studies indicate that all the elements (collateral requirements, business
support services, a lack of information services, and high interest rates on loans) have an
effect on SMEs' access to finance in Palestine. Studies have demonstrated a significant
link between the need for collateral, a dearth of information services, and SMEs' inability
to obtain finance due to high interest rates. Additionally, there is a strong connection

between business support services and Palestinian SMEs' ability to acquire funding.
(Ullah, K., & Bagh, T., 2019)

The prevalence of financial exclusion and poverty has not been able to be reduced
in Middle Eastern nations, including Palestine, despite the expansion of bank branches
and the formation of microfinance institutions. Due to the poor availability of essential
financial services, the population of these nations continues to confront significant
challenges. Even while profitability and efficiency have skyrocketed, authorities are
becoming more conscious of the obstacles standing in the way of banks serving neglected
populations. (S. Khatib et al., 2022)

Many small businesses refrain from employing a Performance Management
Framework because they believe it is a privilege reserved for larger firms, and it is often
seen as an onerous and time-consuming task. However, this perception does not
correspond to reality. Every firm, regardless of size, can benefit from a well-crafted
Performance Management strategy and framework, and it doesn't have to be complicated.

In reality, the method is typically most effective when it begins with little steps
and progressively scales up. Recognizing that a Performance Management system is
necessary for all firms, regardless of size, fosters a proactive approach to growth and
improvement.

One survey emphasized the absence of regulatory frameworks and incentives for

small businesses, the ineffectiveness of organizations that protect the interests of small
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businesses, the lack of political and economic stability and its effects on investment,
Israeli control over all marketing and export channels, and the lack of marketing expertise
required to enter new markets. (M, B.,, & N, S., 2016)

There are many obstacles to the establishment of SMEs in Palestine, but the
primary ones are restricted funding opportunities; a weak legal system; limited resources
for expansion; and a shortage of skilled workers. As a result of the majority of business
enterprises lacking product brands, it also has a number of marketing problems, including
inadequate marketing capabilities and limited access to markets, a subpar distribution
network, limited marketing policies, and a large percentage of idle capacity. Palestinian
SMEs also struggle with their incapacity to compete on both domestic and international
markets due to their failure to reduce production costs and raise the caliber of their
products and services to meet customer expectations. Not to mention, the vast majority

of Palestinian SMEs are family-run firms that have management issues. (N. Dwaikat et al.,
2020)

Managerial abilities are regarded as a crucial organizational resource and aid in
the development of the firm's stability methods. The development of short- and long-term
strategies by the organization would benefit from having multiple managerial skills.
Similarly, to this, strategic planning would assist in creating future plans for the business
that could influence its success. Because using a variety of abilities to construct
organizational planning increases the likelihood of sustainability over time and leads to
improved performance. Additionally, they can receive any kind of government assistance
to help them train their staff so that they can improve their competencies and then apply
efficient planning in the use of their resources. The initial training for SME owners and
managers focused on highlighting the value of various managerial skills and advancing

both long-term and short-term initiatives. (Ahmad, I., & Ahmad, S. Bin. 2021).
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The performance management system promotes continual feedback, offers rapid
reporting, and assists in coordinating personal goals with business objectives. The
management may make wise choices about performance evaluation, incentives and
recognition, and training and development with constant access to the dynamics of the
workforce and regular insights. Most significantly, management has the ability to
evaluate employee and organizational performance and determine whether course
correction interventions are necessary. A performance improvement-focused
communication channel is established between staff members and supervisors thanks to
the performance management system. Ensuring consistent feedback between staff
members and their managers also raises engagement levels.

Governments should place a strong emphasis on the policy elements that will
assist SMEs in achieving sustainable performance, such as encouraging company
innovation, investing in qualified human capital, and implementing suitable and adaptable
strategic planning. To create an environment that is conducive to business and increases
the growth of SMEs, the government must also review and address the structural issues
that affect SMEs at the policy level. Additionally, SMEs in Palestine, need to increase
their strategic flexibility to boost sustainability performance. Practically, it is evident that
businesses that want to survive and prosper in the years to come the need to have CEOs
and competent human resources who can get over their technology and cultural barriers
and effectively use strategic flexibility. Companies should therefore prioritize their
proactive and responsive strategy flexibility when dealing with heightened environmental
volatility. Recent events have demonstrated that many businesses both locally and

globally have paid a significant price for their opposition to change. (Dwikat, S. et al., 2023)
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A crucial factor in the growth and sustainability of SME is the value of non-
performing loans in Palestinian banks, which would be decreased by increasing lending
to SMEs. with the least amount of risk possible, provide additional credit to SMEs. These
loans enable SMEs to make investments in their long-term viability and growth. When
SME's can access sources of capital and improve their negotiating abilities, they can
progress their business-development projects and manufacturing technologies. Because
small and medium-sized enterprises (SMEs) make a substantial contribution to the
economy, economic policy should prioritize supporting their growth and sustainability.
Banks may also participate in other SME activities like financial management, technology
investment, and training. Thus, convincing banks of the importance of lending to SMEs
could have an impact on their financial performance, the performance of the SMEs they
support, as well as the economy and society at large. (Shihadeh, F et al., 2019)

The need for government assistance for business owners and their venture
attempts has increased as the world has moved toward an economy driven by small
businesses. Governments all throughout the world agree that small businesses are
essential to societal stability, job development, and economic advancement. For these
businesses to continue to expand and prosper, governments must be proactive in
developing entrepreneurship policies and programs. The government plays a variety of
roles in encouraging the growth of entrepreneurship and offers a supportive environment
for new and expanding firms. Infrastructure, financial accessibility, and a friendly
regulatory environment are some of the components of this. On the other side, the
government also contributes directly to the expansion of entrepreneurship through

initiatives and programs that support entrepreneurs.
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Chapter Six
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Chapter Six

Recommandations

One of the major challenges for SMEs seeking loans from financial institutions is
their inability to offer banks fixed assets as security. This shows that collateral is required
for loans made by banks and other financial and non-financial institutions. In order for
SMEs to thrive, future research may be conducted to find methods (such as relying on
cash flow) that eliminate the requirement for collateral in order to acquire funding from
formal organizations like banks. The government must set up packages for formal
financial institutions that could provide sizeable loans to SMEs without collateral if the
loan's intended use is considered to be feasible for SMEs.

The study did not make a connection between the factors impacting SMESs’ access
to financing and their expansion or development. As a result, we are unsure if providing
SMEs with access to financing would result in the necessary growth and development.
That necessitates additional research in that area as well.

Based on the study's findings, the following suggestions are made for the
formulation of policies at the government and SME owner levels. This approach makes
the assumption that maintaining a robust SME sector is a shared responsibility that
requires several level efforts. Therefore, the advice that follow encompass both internal
and external factors that have an impact on the survival and growth of SMEs.

% Implementing a comprehensive national curriculum that instills an entrepreneurial
mindset from an early age, encompassing both public and private schools, to cultivate

a future generation with a fundamental understanding of business principles.
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Broadening access to entrepreneurship courses in colleges and universities for
students across diverse disciplines, fostering a multidimensional understanding of
business concepts and strategies.

Facilitating networking opportunities between students and successful local business
leaders through organized events at educational institutions, creating a platform for
mentorship, knowledge exchange, and real-world insights.

Formulating government initiatives to shift societal perceptions away from a focus
on government employment towards the promotion and celebration of successful
local entrepreneurship stories, thereby inspiring individuals to consider
entrepreneurship as a viable career option.

Implementing innovative marketing strategies to widely disseminate government
support programs for SMEs, ensuring accessibility and awareness among a diverse
range of potential recipients.

Streamlining conditions, guarantees, and interest rates on loans from both public and
commercial institutions to create a conducive financial environment that encourages
and supports entrepreneurship.

Promoting a culture of innovation within businesses through strategic research
initiatives and recognizing and rewarding creative contributions from employees,
thereby fostering sustainable growth.

Enacting market-oriented reforms and policies that support the expansion and
continuous growth of SMEs, aligning government interventions with the needs and
challenges faced by small businesses.

Developing crisis management strategies tailored specifically for small firms,

including clear delineation of roles and responsibilities, communication plans for
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addressing staff, clients, and suppliers, and comprehensive risk assessments to
proactively address potential crises.

Encouraging small firms to assess and mitigate potential risks, encompassing natural
disasters, cyberattacks, product recalls, and other crises, as part of a proactive
approach to crisis management and business continuity.

Implementing specialized training programs for financial institutions' personnel to
enhance their understanding of the unique needs and challenges faced by SMEs,
thereby improving the efficiency and effectiveness of financial support systems.
Thinking about future crises in three different ways will help you conduct a risk
assessment: what could trigger them (the hazard), what would be impacted (the at-
risk assets), and what that would entail for your company (the effect).

Small businesses should keep an eye on the news for any potential problems that can
have an impact on their industry. If one is approaching, the company needs to be
ready to act right away.

Small firms ought to put together a team to handle the situation. Representatives from
various areas, including marketing, customer service, and operations, should be on
the team.

Ultimately, meticulous preparation stands as the linchpin of effective crisis

management. The imperative lies in fostering heightened organizational readiness, as a

well-prepared corporation is better equipped to mitigate the repercussions of a crisis,

safeguarding its hard-earned reputation. As noted by Powers, a crisis, while infrequent,

represents a pivotal and demanding juncture, providing a unique opportunity to showcase

genuine concern for stakeholders in a conspicuously public manner. This deliberate and

thoughtful response not only serves to address the immediate challenges but also works
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synergistically to bolster the company's standing, earning recognition for its adept
handling of the situation and reinforcing its reputation for responsible and conscientious

crisis resolution.
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Annex | — List of Financing Institutes / Donors Interviewed

1. Arab Bank

2. Palestinian Businesswomen’s Association (ASALA)

3. Bank of Palestine (BoP)

4. International Labor Organization (ILO)

5. Palestine Monetary Authority (PMA)

6. World Bank (WB)



63

Annex Il — List of SMEs Interviewed

1. Advice Technologies

2. Salon Beauty Booking

3. Nobel Medical Supplies Co.

4. Taste Made Healthy

5. Queen Hydrogenated Oils

6. Mint Boutique
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Annex Il — Financing Institutes / Donors Interview Form (Arabic)
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Annex IV — Financing Institutes / Donors Interview Form (English)
Interview Form

Interview No. (...)

First Section: Demographic Information

Age Gender
Education Level Job Title
Place of Work Years of Experience

Second Section: Analytical Questions

Question One: What is the role of funding donors in the growth of small and medium-
sized companies?

Question Two: What are the programs used by donors to finance small and medium-sized
companies in Palestine, and how appropriate are they for developing small and medium-
sized companies in terms of conditions and performance?

Question Three: What are the programs or financing plans followed in light of a crisis in
small and medium-sized companies?

Question Four: What is the impact of financing programs on productivity, performance,
and business continuity in small and medium-sized companies in the presence of a crisis?

Question five: What are the factors that contribute to obtaining financing for small and
medium-sized companies in the presence of a crisis? What are the obstacles that prevent
this?

Question Six: How can the contribution of funding donors to the development and
prosperity of the performance of small and medium-sized companies be enhanced?
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Annex V — SMEs Interview Form (Arabic)
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Annex VI — SMEs Interview Form (English)
Interview Form

Interview No. (...)

First Section: Demographic Information

Age Gender
Education Level Job Title
Place of Work Years of Experience

Second Section: Analytical Questions

Question One: What is meant by “advance crisis management planning” in small and
medium-sized companies?

Question Two: To what extent is the application or existence of advance planning for
crisis management in small and medium-sized companies in Palestine?

Question Three: How effective is advance planning for crisis management in dealing
with and limiting its consequences?

Question Four: What is the impact of advance planning for crisis management on
productivity, performance, and business continuity in small and medium-sized
companies in the presence of a crisis?

Question five: What is the impact of advance planning for crisis management on both
(capital, “financing,” whether internal or external, and human resources), in the
presence of a crisis?

Question Six: Are there other factors that would contribute to reducing the severity and
effects of the crisis on small and medium-sized companies? And how?
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