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EXPLANATORY NOTE

The critical role of MSMEs in the Philippine economy cannot be denied. Based on
2021 Philippine Statistics Authority (PSA) data, 99.58% (1,076,279) of business
enterprises operating in the country are Micro, Small, and Medium Enterprises (MSMEs)
while only 0.42% (4,531) are large enterprises. Micro enterprises account for 90.54%
(978,612) of total establishments, followed by small enterprises at 8.63% (93,230) and
medium enterprises at 0.41% (4,437). 87.40% of the total number of MSME
establishments comprise of: (1) Wholesale and Retail Trade; Repair of Motor Vehicles
and Motorcycles (539,006); (2) Accommodation and Food Service Activities (151,748);
(3) Manufacturing (130,573); (4) Other Service Activities (69,254); and (5) Financial and
Insurance Activities (50,089). Of the country's total employment, the MSMEs generated
64.67% (5,461,731) jobs. The micro enterprises’ share sits at 32.46%, followed by small
enterprises at 25.08%, and medium enterprises at 7.12%.1

During the Pandemic, COVID-19 containment measures had severe effects on
MSMEs. In 2020, it was found that due to prohibition to operate, cash flow issues,
broken supply chains, and unavailable workforce, around 60% of firms were not in
operation and 55% of non-operating firms reported loss of employees at varying degrees,
with 30% experiencing 100% loss. There were also some reduction in operating hours for
firms in operation which resulted in about 65% of firms reporting at least 60% reduction
in both revenues and production volume; and roughly 60% of firms reporting some loss
of employment up to as high as 90%.2

The MERCHANT Loan Program seeks to help MSMEs recover from the
economic impacts of the COVID-19 pandemic in as much as the State recognizes the
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1 https://www.dti.gov.ph/resources/msme-statistics/
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crucial and indispensable role that MSMEs play in the growth and recovery of the
Philippine economy.

In view of the foregoing, approval of this bill is earnestly sought.

Hon. Ricardo “Ading” S. Cruz, Jr.
Representative

1st District, Taguig-Pateros
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Be it enacted by the Senate and House of Representatives of the Philippines in
Congress assembled:

SECTION 1. Short Title. – This Act shall be known as the “MERCHANT Loan
Program Act.”

SECTION 2. Declaration of Policy. – Section 20, Article II of the 1987
Constitution provides that the “State recognizes the indispensable role of the private
sector, encourages private enterprise, and provides incentives to needed investments.” It
is furthermore the state policy to promote, support, strengthen and encourage the growth
and development of Micro, Small and Medium Enterprises (MSMEs) in all productive
sectors of the economy, as well as to reinvigorate the business environment, protect
critical economic drivers, and regain the Philippine economic momentum by giving
MSMEs grants, cash aids, and loans.

Towards these ends, the government shall start a lending initiative to help MSMEs
recover from the economic impacts of the Coronavirus Disease 2019 (COVID-19)
pandemic, with the following fundamental policies in mind:

a) The interest rates shall be reasonable and minimal;
b) MSMEs shall be given sufficient time to repay the loans;
c) The process for obtaining the loan shall be simple and straightforward; and,
d) This program shall complement other programs, activities, and projects

intended to assist MSMEs in the country.

SECTION 3. MERCHANT Loan Program. – There shall be established the
“Micro-Enterprise Recovery as a Catalyst for Healing and National Transformation”
(“MERCHANT”) Loan Program that shall cater exclusively to MSMEs. The program
shall be implemented by the Small Business Corp., the Government Service Insurance
System (GSIS), Social Security System (SSS), and the Land Bank of the Philippines
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(LBP). The implementation of the MERCHANT Loan Program shall be guided by the
following principles:

a) MSMEs in operation for at least two (2) years prior to the declaration of a
state of public health emergency on 08 March 2020 may obtain a loan in
the amount of up to Ten Million Pesos (Php 10,000,000.00) per MSME;

b) MSMEs in operation for at least one (1) year but less than two (2) years
prior to the declaration of a state of public health emergency on 08 March
2020 may obtain a loan in the amount of less than Five Hundred Thousand
Pesos (Php 500,000.00);

c) No collateral shall be required from borrowers;
d) The loan shall be payable in ten (10) years. There shall be a grace period of

one (1) year from the date of the loan for the payment of first amortization.
The loan shall not require repayment during the grace period, or charge
interest on the principal amount before or during the grace period;

e) The interest shall in no case be higher than one percent (1%) per month;
f) The program shall be implemented by the Small Business Corp., the

Government Service Insurance System (GSIS), Social Security System
(SSS), and the Land Bank of the Philippines (LBP) with the funds
appropriated by the National Government for the program.

g) The government shall not profit from the MERCHANT LOAN program
nor shall it be entitled to interest proceeds, the amounts of which shall be
devoted to a fund for the development of MSMEs, as may be determined in
rules and regulations promulgated in implementation of this Act;

h) Local Government Units may partner with the SBCorp., GSIS, SSS, and
LBP for the efficient implementation of this Act.

SECTION 4. Eligibility. – To qualify for the loan program under this Act, the
borrower MSME must be:

1) registered with the Department of Trade and Industry or Securities and
Exchange Commission, whichever is applicable;

2) able to prove its credit-worthiness in accordance with the rules and
regulations promulgated in accordance with this Act.

SECTION 5. Mandatory review. – There shall be a mandatory review of the
MERCHANT Loan program every three (3) years in order to ensure that the program
meets the prevailing needs and demands of the MSME sector.

SECTION 6. Funding. – The total amount of One Hundred Twenty Five Billion
(Php 125,000,000,000.00) for the next five (5) years, or Twenty Five Billion Pesos (Php
25,000,000,000.00) per year for the next five (5) years, upon the implementation of this
Act, shall be appropriated for the initial implementation of the MERCHANT Loan
Program. Thereafter, such sums as may be necessary shall be included in the General
Appropriations Act.

The implementing agencies shall utilize their collections of principal amounts and
interest from loans during the first five (5) years of the implementation of this Act for the
next five (5) years from such period.

SECTION 7. Implementing Rules and Regulations. – The Land Bank of the
Philippines, in consultation with business associations and stakeholders shall, within sixty
(60) days from the effectivity of this Act, prepare the Implementing Rules and
Regulations to carry out the provisions of this Act.
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SECTION 8. Annual Reports. – The Land Bank of the Philippines shall submit
to the President of the Philippines, the President of the Senate, and the Speaker of the
House of Representatives, an annual accomplishment report on the MERCHANT Loan
program, detailing the amount of appropriations released, the number of MSME
borrowers, and other relevant data by end of the calendar year.

SECTION 9. Separability Clause. – If any part or provision of this Act is
declared invalid or unconstitutional, the other parts hereof not affected thereby shall
remain valid.

SECTION 10. Repealing Clause. – All laws, acts, presidential decrees, executive
orders, administrative orders, and rules and regulations inconsistent with or contrary to
the provisions of this Act are deemed amended, modified or repealed accordingly.

SECTION 11. Effectivity. – This Act shall take effect fifteen (15) days after its
publication in the Official Gazette or in a newspaper of general circulation.

Approved,
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