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Abstract
The role of SMEs in the socio-economic development of many countries especially in the era of globalisation is well recognized. They provide employment, more income and assist in poverty alleviation. Thus, governments and NGOs have made considerable efforts to nurture SMEs. As a paper that intends to encourage discussion during the meeting, this document briefly outlines some institutional SME support programs undertaken by some countries, stresses the need for a SME development plan, presents some insights on formulating a SME development plan and offers a suggestion on a way forward for NAM SME development.
1 Introduction

The free flow of trade and investment in a globalised world has improved the livelihood of peoples in the industrialized and newly industrializing countries. However, peoples from many developing and underdeveloped countries are yet to experience the benefits of globalization. Many continue to live in poverty. As poverty is one of the contributing factors to the rise of other social challenges, there is greater impetus to encourage micro and small start ups and nurture them.

Micro and SMEs plays an important role in the socio-economic development of any country. They are considered as ‘engines of economic growth’ that has provided higher income, more employment opportunities and assisted in poverty alleviation. In the current global environment, SMEs are expected to play a key role in enhancing the competitiveness of national economies in the regional and international markets. Their greater flexibility, viz a viz large enterprises, in adapting to changing economic realities gives SMEs a plus factor in taking advantage of the business opportunities in a borderless trade and investment environment. Thus, governments have given a lot of attention to nurturing SMEs. 
While the potential of SMEs to play a significant role in socio-economic development is recognized, they continue to face a lot of challenges. Studies carried out under the auspices of several international fora such as APEC, OECD, UNCTAD, EU have indicated that the growth of SME businesses are limited by availability of affordable financing, appropriate and timely information on markets, technology and other business information, lack of business, management or technical skills among SMEs and non-business friendly policy and regulatory environment. 
As other papers will cover issues on finance, markets and marketing, technology, product development and training and other human capacity building, this paper will focus on institutional support for the development of NAM SMEs. It will outline some of the steps taken by several countries and international fora in providing institutional support for developing SMEs. It is hoped that those examples would provide the group with sufficient information that could serve as a basis for further discussion and the formulation of any recommendations to support the development of SMEs in NAM member countries.

2 Approaches in Providing Institutional Support for Developing SMEs
Institutional support usually refers to those rules established by society which influence or govern the behaviour of people, firms, governments and markets on SME development. Those would include system of governance; the market economy; policies, laws and regulations; and the social and cultural values, norms and practices. Thus, the range of activities for institutional support is quite broad and the policies and programs to develop SMEs are many and diverse that could cover education, public works or infrastructure development and other spheres that could involve the whole society. 

Experiences of many countries have shown the need to have an integrated approach in developing SMEs. Some of those countries have in fact formulated either SME Laws (like Japan) or have formulated SME plans (for example, Hongkong, Korea, Malaysia, Philippines, Singapore, Thailand). Those countries have indicated the need to support SMEs at various stages of their development. For illustration purposes, the approaches of Singapore and Malaysia are shown in Table 1. Note the similarities and differences in their elements. For example, at the start up stage, both Malaysia and Singapore see the importance of R and D incubators. However, Malaysia considers that there must be adequate support to ensure that SMEs have adequate workforce, raw materials and infrastructure and have knowledge about the market. On the other hand, start-up businesses in Singapore have support in computerisation, product development, technical, financial and management skills. Those differences in approach reflect the dissimilarities in the nature and structure of SMEs in those two countries. Malaysia considers SME as those SMIs in the manufacturing sector. Majority of Malaysia’s SMEs are in primary resources based industries such as textiles and apparel, wood based products, food industries and fabricated metal parts (Table 2). Singapore’s SMEs are those that are in manufacturing and services sector. Majority of SMEs are engaged in trading (commerce), financial and business services, value added manufacturing and transport and storage (Table 3). Thus, the diversity of those approaches represents the strategies taken by Governments in meeting the needs of SMEs in their particular environment. But, despite those differences in elements, Malaysia and Singapore share the common goal that their SMEs must be able to export. The examples of Malaysia and Singapore are repeated in many other countries. [More information on Malaysia’s SMIDEC is available at http://www.smidec.gov.my. For Singapore programmes on SMEs please visit http://www.singapore-sme.com. The country reports of various delegates in the meeting will also provide additional information.] Table 5 lists some sources of information on SME policies of a few European countries that maybe useful references when preparing SME support policies or programs.
3 Requirements in formulating a SME Development Plan
The availability of several models on SME development has provided policy makers and decision makers with possible sources of best practices that may be evaluated and adapted for developing a national SME Development Plan. But in the process of preparing an appropriate National SME Development Plan, SME policy makers and decision makers should give attention to the following issues:

· They should begin by having a standardized definition of SME. Defining SMEs will facilitate the gathering of data and information that can be used to measure the socio-economic contribution of the SME Sector, the setting of socio-economic targets and the identification of the issues and their challenges that can then become the bases for preparing a road map for SME development.  Based on observations from many countries, the issues may be grouped into 6 categories (See Table 4); namely,
1 Business Policy and Administrative Environment

2 Human Resource Development (Human Capacity Building)

3 Financing

4 Technology

5 Market Access

6 Access to Information

Table 4 also outlines some desired outcomes of policy that governments may formulate to address those issues. In 1997, UNDP provided a model of SME Development Programme that outlines some of the elements of the SME support services (See Figure 1). Some countries have used this as a starting point for their own programs. 

Understandably, each country will create institutional support policies depending on their own circumstances. But despite those differences in elements, institutional support policies for SMEs share common goals such as: 

· Provide a policy and regulatory environment that is business friendly in order to encourage business start-ups, growth and expansion of SMEs so that become important players in the socio-economic development of their respective countries. 

· Support SMEs to remain focused on their core areas of competency and improve their capacity to compete, improve performance and access to markets.
· They must have a clear vision, strategic goals and targets for SME development in their respective countries. Those targets should be achievable, time bound, measurable and industry sector specific.

· In many instances, several different government agencies are responsible for SMEs. Thus, SME policies and programs should not only be aligned to the strategic goals and objectives in the road map. It must also include the institutional mechanisms that will ensure an integrated approach in implementing them and the capacity building programs for SME policy makers, decision makers and program managers. 

· Similarly, policy makers must also harness all players in the SME Sector, e.g. women entrepreneurs, young entrepreneurs, business associations, professional bodies, R&D institutions, employee groups, to become full partners in realizing a country’s vision for SME development. Full participation of stakeholders will lead to better social cohesion and stronger communities.

· Noting that many of the NAM member countries are resource-challenged, there is a need to state how regional and international AID agencies and NGOs will be engaged in realizing the goals and objectives of the SME Development Road Map. 

· Policy makers must take seriously the impact of the evolving knowledge driven economy. One of the backbones in this environment is ICT. It provides the tools for collecting information, achieving productivity growth, improving efficiency of running a business and integrates them into the regional and global supply chains. Due to limited resources, governments resort to prioritising their programs and consider the development of productive capacities and transport infrastructure first over development of ICT. These are difficult decisions for policy makers. Ideally there should be parallel and coordinated approach in developing productive capacities, transport and logistics infrastructure, e-commerce and ICT capacities and infrastructure. These is an area where regional and international fora like UNDP, UNCTAD or other international or regional aid agencies can play a critical role. Aid agencies and NGOs could enhance their assistance to enable many developing and particularly least developing countries in addressing major impediments to the adoption and utilization of ICT and e-commerce such as lack of infrastructure, access, awareness, capacity building, regulatory and administrative framework. Among others, aid assistance should include capacity building for policy makers and decision makers to define policies as well as develop, implement and manage business strategies.
4 Brunei SME Road Map

Like many countries in the developing world, Brunei Darussalam considers SMEs an important contributor to socio – economic development. Statistically, SMEs account for almost 98% of the estimated 6000 business establishments that are currently active in Brunei Darussalam. About 59% of them are involved in the services sector, including 27% that are in trading and wholesale activities. Around 33% are involved in manufacturing and construction sector, and the rest are in primary resources sector. Thus, SME development is an important part of government socio-economic policy. The Ministry of Industry and Primary Resources, particularly the Promotion and Entrepreneurial Development Division, has been mandated to act as the focal point for SME Development. 
Learning from the experiences of other countries, the Ministry of Industry and Primary Resources sees the need for an integrated approach in developing SMEs. Its mission is to create self reliant and competitive entrepreneurs and facilitate the development of high quality marketable products that can contribute to the nation’s goal of economic diversification. It has set two objectives. First is to identify potential entrepreneurs and support their development to become enterprising and socially responsible business owners and managers of enterprises engaged in the primary resources and industry sectors. Second is to identify locally produced goods and services in the primary resources and industry sectors that have commercial potential and support its development as a competitive and marketable product in the local and international markets. It is now in the process of formulating an SME Road Map. The road map will aim to provide a facilitating and nurturing environment for SMEs to become an integral part of the economic supply and demand chain and take advantage of opportunities in the new economy. Its institutional support programs will include:

· building capacities of SMEs in business, finance, management as well as the awareness programs for the community at large to encourage the development of an entrepreneurship culture; 
· reforming administrative mechanisms, legal and regulatory framework and business policies;
· assisting SMEs acquire or adapt technologies to improve product and production efficiencies or develop new products and enhance their use of ICT technology

· pro-active engagement of other stakeholders such as business organizations, NGOs as well as academic and R & D institutions, both here and overseas, in drawing up support schemes to enable SMEs to create competitive products. 
The overriding goals of those elements would be to increase the rate of business start-ups, lessen bankruptcies, reward the spirit of entrepreneurship, improve access to finance, encourage R & D, innovation and flow of knowledge; reduce regulatory and compliance cost and remove barriers to SME competitiveness, survival, growth and internationalization. 
5 Entrepreneurship, the critical element of SME Development

The efforts of many governments to provide institutional support programs for SMEs are concrete manifestations of governments’ desire to assist the business community in addressing issues that could stimulate the performance and competitiveness of their domestic economies and become credible players in the wider global market. All of those six policy areas must indeed come together in one integrated package. However, in my opinion the critical element in this whole scenario is the entrepreneurship quality of SMEs. No amount of government or institutional support will propel SMEs into the greater productivity and competitiveness when owners and manager are un-enterprising and knowledge incapable. This point has also been expressed by experts around the world. Policy makers from the least developed to the most developed country agree on the need for owners and managers of businesses, large, small or medium, to be more entrepreneurial. SMEs need to be more “innovative, visionary and ready to take the risk of starting-up a new business”. 
Developing entrepreneurship is a significant challenge for many countries. It is a complex process that involves many factors. However, there is evidence to suggest that entrepreneurial talent of a business person can be nurtured with the right environment. This environment does not only refer to the legal and regulatory framework nor the financial resources and institutions of a country or the training programs for businesspersons. Equally important are the business practices and social attitudes of the country on entrepreneurs and entrepreneurship. Countries that have recognized entrepreneurs and entrepreneurship have generally showed better economic performance in these challenging times
. In those countries, developing entrepreneurship does not only mean only changing the mindset of businesspersons but also the attitude of society towards them. SMEs can only become more successful entrepreneurs in a society that embraces positive aspects of entrepreneurship. We can learn from the efforts of European Community in developing entrepreneurship. They have outlined their policy options for developing entrepreneurship
. Their main focus of their policy and areas for action are:

· To produce more entrepreneurs, EU countries will examine entry barriers, risk and reward to entrepreneurs, fostering skills and capacities and ensuring the accessibility of entrepreneurship to all members of society;
· To prepare enterprises for growth, EU countries will improve their regulatory environment, taxation, access to skilled labour and finance and assist firms to exploit knowledge and international opportunities as well as intrapreneurship
 and corporate venturing. 
· To develop an entrepreneurial society, they will undertake activities that aim to have a society that values and honor successful entrepreneurs and tolerate failure.
Indeed developing entrepreneurship requires a coordinated approach involving policy makers in various disciplines from many agencies of government, the academe and the private sector.
6 Conclusion: a way forward for NAM SME Development
With the continuing march towards globalization and the transformation of production based economies into knowledge economies, the role of SMEs in nation building will become more critical. The competition will be greater and the market condition will always be in a rapid state of flux. This kind of environment requires enterprises that are agile and SMEs are best suited to that kind of environment. They are flexible and are able to respond quickly and smoothly to market conditions particularly in finding niche markets. Thus, all governments will continue to provide institutional support to their respective SMEs at the quickest possible time. For many of the NAM member countries that are struggling with very limited resources to undertake structural reforms, creating and implementing SME support services as individual countries would be a formidable challenge. But as a group, perhaps NAM could work together to address those needs in order for NAM SMEs to participate in global trade. 
While it is generally agreed the trading globally will contribute to the socio-economic development of countries. The collapse of the WTO Ministerial Meeting in Cancun, Mexico a few months ago should convince NAM member countries to put forward concrete programs to enhance intra NAM trade and investment as a viable means in pushing their common socio-economic agenda. Considering that the rapid rate of change in the business environment is being fueled by the further liberalization of trade, the continuing improvement of the ICT and the ensuing challenges from poverty, NAM governments should hasten the process of providing institutional support to fully integrate SMEs in national economic activities and become exporters. Like national governments, it should develop a cooperative and collaborative framework for developing NAM SMEs collectively. NAM can learn from the cooperation efforts that are being carried out by APEC, ASEM, ASEAN and EU. It should find workable mechanisms that could make use of existing resources and systems within itself and the various programs of UNCTAD, ILO, UNDP, WTO and other international aid agencies that could lead to the development of a NAM SME development framework. Perhaps the NAM CSSTC could strengthen its role in becoming a coordinating body for capacity building programs and assist the group in research and policy analysis on SME development issues. Such a suggestion could be in the purview of the call that was recently made by NAM Leaders during the 13th NAM XIII Summit on 25 February 2003. Part of the Kuala Lumpur Declaration on Continuing the Revitalization of the Non-Aligned Movement presented the “resolve of NAM to take concrete measures” that could be relevant to that suggestion. For example:
· Expand, deepen and enrich South-South cooperation through enhanced regional and inter-regional cooperation, undertaking concrete projects and programmes, pooling of resources, and tapping the contributions of eminent personalities and institutions of the South.
· Promote and develop mechanisms, including at relevant conferences, for international cooperation and solidarity in efforts to bridge the digital divide based on a partnership involving states, civil society and the private sector.
The call from the NAM Leaders is there, NAM officials need to respond pro-actively and swiftly for a collaborative development of SMEs in NAM.


Source:  Adapted from: Supporting the start and Growth of New Enterprises, UNPD 1997 and extracted from Annex 1 of the 2002 Joint Ministerial Statement of APEC SME Ministers
Table 1. Examples of Areas for SME Assistance Programmes of Malaysia and Singapore by Stage of Enterprise Development
	Start-up
	Growth
	Expansion
	Exporting (Maturity)

	Malaysia
	Singapore
	Malaysia
	Singapore
	Malaysia
	Singapore
	Malaysia
	Singapore

	
	Finance,Seed Capital
	
	Finance
	
	Finance
	
	Finance

	
	Computerisation
	
	Computerisation
	
	Computerisation
	
	

	
	Product Development
	
	Product Development
	
	Product Development
	
	

	
	Technical Skills Development
	
	Technical Skills Development
	
	Technical Skills Development
	
	

	Market Knowledge
	
	Market Development
	Market Development
	
	Market Development
	
	Market Development

	
	
	Technical Assistance
	Technical Assistance
	Technological Capability
	Technical Assistance
	
	

	
	
	
	Venture Capital
	Venture Capital
	Venture Capital
	
	

	
	
	Certification/ Standard
	ISO 9000 Certification
	
	ISO 9000 Certification
	
	

	
	
	
	
	
	Business Development
	
	Business Development

	
	
	
	
	Distribution Channels
	Franchise Development
	
	Franchise Development

	
	Business Planning
	
	
	
	
	
	

	
	Financial Mngmnt
	
	
	
	
	
	

	
	Management Skills
	
	
	
	
	
	

	R & D Incubator
	R&D Incubator
	
	
	
	
	
	

	
	
	
	
	
	
	Design Capability
	

	
	
	
	Software Development
	
	
	
	

	
	
	
	
	
	
	Investment Abroad
	Investment Development

	
	
	Automated Process
	Industry Upgrading
	
	
	Industry Upgrading
	Industry Upgrading

	
	
	Tax benefit
	Tax Incentives/ Benefits
	
	
	
	Tax Incentives/ Benefits

	
	
	
	
	
	Automation Leasing
	
	

	
	
	
	
	Brand Development
	Brand Development
	Brand Name Promotion
	

	Adequate Workforce & raw materials
	
	
	
	Outsourcing
	
	
	

	Adequate Infrastructure
	
	
	
	
	
	
	


Source: Malaysia’s SMI Development Plan 2002; Growing with Enterprise-A National Effort, Economic Development Singapore, 1993
Table 2 Percentage Share Distribution of SME in Malaysia By Sector, 1996 
(Total Firms = 20,204)
	SECTOR
	Number of firms
	Value-added
	Employment

	Textiles & Apparel 
	17.5
	5.2
	8.8

	Wood-based Products 
	15.6
	13.3
	20.3

	Food Industries 
	15.3
	16.3
	12.6

	Electrical & Electronics 
	3.2
	7.7
	7.5

	Machinery 
	5.6
	4.1
	4.3

	Rubber-based Products 
	2.2
	5.7
	5.6

	Transport Equipment 
	2.2
	2.8
	2.6

	Fabricated Metal Products 
	11.9
	7.9
	8.4

	Plastics 
	5.3
	8.4
	8.4

	Non Metallic Mineral Industries 
	3.7
	4.7
	4.3

	Chemicals (Industrial & Others) 
	2.3
	10.1
	2.9

	Iron & Steel Basic Industries 
	1.9
	2.4
	1.7

	All Remaining Sectors 
	13.2
	11.3
	12.7

	Total 
	100.0
	100.0
	100.0


Source: SMIDP Study Report, 2000.

Table 3 Structure of SMEs in Singapore (1997) 
	Active Companies by Industry, 1997 (end of period)
	Total
	Local-Controlled
	Foreign-Controlled

	Total
	89,852
	73,662
	16,190

	Manufacturing
	8,127
	6,864
	1,263

	Construction
	6,215
	5,726
	489

	Commerce
	37,225
	30,050
	7,175

	Transport & Storage
	6,582
	5,286
	1,296

	Financial & Business Services
	28,818
	23,080
	5,738

	Social & Personal Services
	2,640
	2,434
	206

	Others
	245
	222
	23


Source: Singapore Department of Statistics, 2000
Table 4. Some Common Issues and Desired Outcomes for SME Development
	Policy Areas for Action
	Some Issues/Problems 
	Desired Policy Outcome 

	Business Policy and Administrative Environment 
	· prudent fiscal management

· minimum administrative procedure 

· effective regulatory environment to address non tariff and regulatory barriers
· competitive trade policies.
	· one champion, coordination, transparency, decentralization and empowerment (business registration, licenses (import, export, bankruptcies and others), graft and corruption, inheritance, intellectual property rights, dispute settlements


	Human Resource Development
	· skills in management and quality control

· training and retaining workers

· training in financial management
· attitudes towards entrepreneurs and entrepreneurship
	· Culture of entrepreneurship and innovation among SMEs (skills development funds or grants)
· Availability of Competent and Reliable workforce (collaboration between SMEs and vocational technical schools)

	Financing 
	· defining and articulating financing needs

· high transaction costs

· lack of collateral and credit rating especially start-ups
· exchange rate volatility or control
	· SME bank or specialized financing institutions 
· credit guarantee corporations or credit financing
· Venture capital

· Stable exchange rate mechanisms

	Technology 
	· generally low technology production processes and systems

· Access to ICT expensive

· National R & D infrastructures generally inadequate
	· Competitive products in the global economy (price, quality, reliability, timeliness and flexibility)
· Cluster development

· R&D culture 

· Better extension service

· Linkage R&D institutions and SMEs

	Market Access 
	· market development and promotion 
· lack of knowledge and information on niche markets,

· trade barriers (non-tariff measures)
	· Attract more foreign direct investments

· Harmonised customs procedures
· Trading Houses

· E-commerce and Market Information Systems
· Franchise development

· Bilateral and Multi-lateral trade links

	Access to Information 
	· effective outreach or dissemination system

· quality of the content of information 
	· Strengthen business and industry associations
· 


Table 5. Some Useful Sources of Information on SME Policies from some European Countries
	Focus Areas
	Activities
	Website Link

	Developing the Core Services of Business Support Organization
	Integrated support services
	http://www.enterprise-ireland.com 

	
	Consistent application of the management capacity building approach
	http://www.icex.es/pipe2000.html

	
	Targeted services for particular types of SMEs
	http://www.tekinno.dk/ 

	
	The benefits of restructuring in providing support services
	www.vn.fi/ktm and www.te-keskus.fi/pirkanmaa

	
	Business intelligence as a competitive tool
	www.acfi.cci.fr

	
	Tailoring online information to meet SME needs
	www.smelink.se

	
	The integration of new services
	www.essex.businesslink.co.uk and www.designcouncil.org.uk

	
	The evaluation of support services
	www.almi.se and www.naring.regeringen.se/tillvaxt/avtal/inenglish.htm 

	Widening Access to Training and Finance
	Starting early with training for growth
	www.wifiwien.at/uns and www.wifiwien.at/fit

	
	Improvement in training provision for growing enterprises
	www.tagliacarne.it

	
	Improving the visibility and competencies of trainers
	www.efs.dk

	
	Ensuring access to venture capital
	www.enterprise-ireland.com/services-details.asp?section=solutions&subsection=solution-finance&id=101

	
	Online access to venture capital
	www.venture-management-services.de

	Helping SMEs Operate in a Modern Economy
	strategic approach to helping SMEs make better use of ICTs
	www.cordis.lu/lux/src/tudor-en.htm

	
	Information gap between ICT service providers and their SME clients
	www.dur.ac.uk/ted.fuller

	
	New ICT services from chambers of commerce
	www.ihk.de and www.mediamit.de

	
	Hiving-off or creating new activities from an existing enterprise
	www.ceeiwallons.be/ and www.socran.be

	
	Promoting networking among high-technology firms
	www.fg50.com

	
	Linking national technology markets
	www.teg.fhg.de and www.fhg.de

	
	Dealing with intangibles
	www.mkbalans.es.nl and www.nivra.nl

	Promoting Economic Development
	The benchmarking of small SMEs
	www.ecipar.it and www.benchmarking.it

	
	Cooperation and coordination in supply chain management
	The business link: www.businesslink.org.uk
Supply chain services: www.rsn.org.uk

	
	Cluster development
	www.laserlock.com

	
	Supporting the revitalization of traditional industries
	www.vitrocristal.pt and www.cpd.pt


Source: Adapted from ASEAN Secretariat Report 2003



FIGURE 1: A Model of SME Development Programme 
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� Please look at the Global Entrepreneurship Monitor 2002 Executive Report at � HYPERLINK "http://www.gemconsortium.org" ��www.gemconsortium.org� 





� Refer to the “Green Paper Entrepreneurship in Europe” Brussels, 21.01.2003. Document based on COM (2003) 27 final, Commission of the European Communities. Visit � HYPERLINK "http://europa.eu.int/comm/enterprise/entrepreneurship/index.htm" ��http://europa.eu.int/comm/enterprise/entrepreneurship/index.htm�) 


� a practice whereby former employees of R&D or innovation companies, university or research institutes commercialize R&D results that their employers do not want to exploit themselves.





