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Why policies dedicated to SMEs ?
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Growth and diversification i1s about iInvestment and
productivity growth of firms.

Most firms In most economies are SMES.
Most employment is in SMEs.

SMEs often suffer more than large firms from weaknesses
In the investment climate:

I Perceived as higher risk and higher transaction costs
for banks.

I No leverage in relations with public administrations.
I Harder for them to attract scare skills.



What do 13.000SMEs from around the world think ?
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Financial and economic crisis has affected demand for exports from
the Region

It has also made financial institutions risk averse in lending for
trade finance, and lending for working capital in general

Caused shortage of foreign exchange

These issues are affecting SMEs disproportionally
I Indonesia survey

Even in normal times, SMEs face difficulties:

T Access to trade finance

A Weak balance sheet

A Lack of useful collateral

A Insufficient credit information
A Lack of a track record

T Administrative barriers

I High transactions costs , relative to larger firms, imposed by trade
processes

I Access to information on buyers and supply chain intermediaries, etc.
Crisis as an opportunity for reforms to promote SMEs




Export Chain

Exporting activity involves three phase.

Pre-Production Production Post-Production

Find buyer Manufacture Deliver

U Reduced transport costs

_ : : S . : U Improved ports facilities
U Quality u . * - and procedures
standards and . o * o
lowering o - * = (| Efficient and transparent
technical A\ 4 v ’ﬂ v customs procedures
barriers Market

A arke Trade Trade (i Transparent and

U Proactive ccess . icti ' [
oo Finance and Logistics [RELUILEASlCT NIETE
promotion insurance U Improved

communication/information
technologies




Hel ping SMEs Acc:

A Traditional export development not very
effective In creating a sustainable increase in exports
and strengthening local technical capacity to support
exporterso needs

A Market -driven instruments much more effective

I One such instrument is matching grants i short term results,
long term local market development

A Matching grants  as opposed to other instruments

I Demand-based, private sector pays for part of TA and eventually
full market price

I Temporary instruments aimed to tackles information
imperfections and market failures for export services

A Success conditions
I Additionality
I Semi-autonomous, private management
I Measurable results
I Focus on export sales as measurable indicator




Guiding Principles for MGS
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The support must deal with a market failure . This can be a lack
of knowledge of markets, access to technology, etc.

The support should serve as acatalyst to develop local
markets and capacity for commercial service providers

The support must produce an additional behavior. There is no
point providing the intervention if all you are doing is substituting
public money for private money.

The results must be measurable andmeasured

The support must represent value for money . Need to be able to
defend this support to the Ministry of Finance.

Someone has to beaccountable

Private sector involvement in the administration and delivery of
services is essential.

The support must be consistent with strategic direction of the
government.




Hel p |

ng

SMEs Acces

Firm level export marketing assistance through matching gran{s
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‘Firm level export marketing assistance through matching granis
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Amount of World Bank lending $ 10.9 million
Exports generated: $418 million
Direct jobs created: 4,000 i cost per job $2,650

Direct and indirect jobs created: 20,000 T cost per job
$430

Increased tax receipts to the Government: $39 million
I 370% return on Government intervention.
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