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SME:s and their roles in Thailand and

Indonesia
Thailand | Indonesia Vietham

Definition

_ Capital (US$) < 200,000 < 50,000 < 625,000

- Emp|oyment <200 <100 <299
No. of enterprises 2,274,525 16.000.000 57,700

(estimated 2000) (Micro: 2,660,000)

No. of employees 8,863,334 30,547,132 2,108,000

(Micro: 4,375,000)

% in GDP

39.4% (‘06)

~50%

% in Export

29.1% ('06)

~10%

1 USD =30 BTH; 1USD = 10,000 RP; 1USD = 16,000

Source: OSMAP, ASMED, World bank (Indonesia Policy Briefs, 2005), Choompon Asasen et al. (2003)




Government Policy for SM!

1999 - 2000

2001 - 2002

2003 - 2004

Hs 1n Thailand

After 2004

*Enhance SMEs
promotion Act 2002

*Establishing the Board
of SMEs promotion

*Establishing the
Market for Alternative
Investment (MAI) to
create new found-
raising opportunities for
SMEs

*Establishing SMEs
Venture Capital Fund

*Recapitalizing the
Small Industry Credit
Guarantee Corporation

*Brainstorming
strategies for SMEs
development

Establishing the Office
of Small and Medium
Enterprises Promotion
(the central planning
office)

*Setting and
implementing the
national plans for SMEs
Promotion (02-06)

*Establishing the
SMEs’ Bank

*Creating entrepreneur
society

*Establishing the
Assets Capitalization
Bureau

*Establishing more
Venture Capital
Funds

*Solving existing
problem and
expanding roles of
several government
agencies

*Focusing on medium-
long term plans,
promoting sustainable
development

*Gradually changing in
government roles to
assume a role of
supporter rather than a
leading developer

*Emphasizing on
coordination between
business and cluster
systems especially for
the strategic sectors

Source: Thanaphol, 2005




Japanese cooperation (in industry) and its
relation to SM] '

HS promotion
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‘ Thailand’s first SMEs Promotion Plan

1. Rehabilitate
SMEs to become
key economic and
social mechanisms

4. Reinforce
SMEs’ export
potentials at
international
standard

2. Build and improve
infrastructure
and eradicate

business obstacles

1

SMEs 15t MP
(2002-2006)

~ 6. Enhance the
potentials of
community

enterprises ... to

regional areas

3. Reinforce SMEs
to attain
sustainable growth

5. Build and
develop
new entrepreneurs




15t SMEs Promotion Plan result

Main objective Achieved? Details
1. Ratio of GDP of SMEs to be 50% GDP in 2006 NO <40%
2. Annual employees increase by 180,000 YES 410,244 in 2006
3. Labor productivity (industry) increase by 2.5% YES 4.4 %
per annum 2006
4. SMEs’ export values grow by at least 6% YES 9.3% in 2006
annually
5. Increase promotion efficiency through the N.A. 537,360 pers in 2006
registration of SMEs (72% total of SMEs by
2006
6. 50,000 new entrepreneurs annually NO 49,534 in 2005
(nearly) 46,819 in 2006
7. Support vocational groupings to be YES 7,450 in 2005
commercially (10% annually, 6,300 group by 8,010 in 2006

2006

Source: created by the authors based on OSMEP’s documents




Thailand 2°¢ Promotion Plan (2007-2011)

Vision: SMEs to
grow with
Sustainability,
Strength and
balance

Productivity

Source: OSMEP (Thailand)

Intellectual
infrastructure

4

A

A
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Strategy 1: Create new
entrepreneurs & develop
the capability of existing
entrepreneurs

Strateqy 2: Upgrade

productivity &
innovative capability in
manufacturing sector

Strateqy 4: Promote
value creation and value
added in service sector

Strateqy 5: Promote
SMEs in regional and
local areas

Network
& Alliance

Strategy 3: Enhance

efficiency and reduce
disadvantage of trading
sectors

Strateqy 6: Develop
enabling factors and
favourable business
environment

Competitiveness




‘ Government Policy for SMEs in Indonesia

(main supports)
20002008 > '

* CGI’s plan
implementations

*SMEs promotion 0 "
offices pen promotion
measures from

*Technical assistance Consultant Group central to provincial

programs (SMls, BIPIK: Indonesia (SMEs regions

74, MIDC: ’69 ...) working team) (CGl)

*Small enterprise credit (20% *MTAP — SMEs

loan of commercial banks) “Nation-wide

(KUPEDES, KUK) "URATAreport )| subsidized credit

*Reservation scheme to protect program (KUK)

market for SMEs

*Administration: Directorate of

Small-scale Industry ('78),

Linkages, Group of small scale

indus.

Source: Hayashi, 2003, BAPPENAS



MTAP-SMEs Indonesia 2002 (Matrix of
action plan for SMEs)

1. Improve conducti
business environment
(precondition for improved
business environment,
regulations, loans,

3. Business

development
(professional services,
incentive system, SMEs
bank networks ..)

stakeholders, monitoring..)

-
MTAP-SMES

(2002)

4. Development of
entrepreneurship and

competitive SMEs
(entrepreneurship,
technologies and

capabilities building, )

2. Improving acces
To productive

resources
(funds for SMEs,
settlement,

monitoring, ..)




International cooperation 1n SM.

promotion in Indonesia
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Source: Loebis and Schmitz, 2007
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Summary 1: Steps of SM!

International
cooperation

SMEs

|

development \

Local
promotion
policies

\

s development

Industrial
fundament
building

Industrial sectoral
supports

Industrial
strategic
supports

No more supports

Export-oriented (ODM / OBM)

& High Value Domestic Market>

Export-oriented (OEM / ODM)

Domestic Marke>
Import Substitutio

Less SMEs
supports; FDI
attraction

Brainstorming
strategies for
SMEs

From short-term
to long-term
policies;
sustainable
policy

SMEs
entrepreneurship
innovative,
cluster support

Source: created by the author with reference from OSMEP Thailand
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Summary 2: SMEs policies and
implementation

Cooperation between stakeholders
o Participants: Government agencies; donors
2 Need a commitment in implementation

Coordination between government agencies
o Direct monitoring of PM, DPM

Representative of leaders of agencies

More cooperation of agencies

Have commitment of agencies & implementation
Central monitoring

0 Specialization in executing

13



Summary 3: Comparison between
Thailand and Indonesia

Important issues Thailand Indonesia
Commitment of Direct Shortage of
administration and | commitment of |commitment
iImplementation PM (DPM)

Centralization in
monitoring

Centralization

Decentralization
(regional)

Centralization in
executing

Central
executing

Decentralized
(various ministries)

14




lL.essons for Vietham

Stepwise development of SMEs:

From “Where are we?” to “What we do?”

Need for background research & dynamic databases
Realistic policies for level and context of Vietham

Cooperation with international cooperation
2 Group of consultants

o Matrix of plan

2 Commitment and implementation

15



Lessons for Vietnam (cont.)

Centralization and cooperation in SMEs
promotion
2 Who will become the center for cooperation?

Need a powerful agency directly under PM and DPM
SMEs committee

o How to make a cooperation?
Need a leading agency
Cooperation from master plan complying
Strong commitments within ministries

16
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http://www.bappenas.go.id/

Thank you very much !!!
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