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Small and medium-sized
enterprises (SMEs) have played a
vitalrole in East Asia’s
development. At first, they were

traditional handicraft industries, or :
cottage industries that were mostly :

foundin rural areas. As countries
started industrialising, many SMEs
also set up shop inurban areas.
Some grew rapidly to become
“large” industries or even
multinationals.

To continue to survive, SMEs
everywhere will have toadaptand
adjustby developing their niche
rolein the economy.

Indeed, SMEs in more developed
East Asian economies have
continued to take advantage of
technological progress to growand
become the mainstay of the

manufacturing sector. They have to

be entrepreneurial and highly
adaptable. In the meantime, many
oldlarge industries have declined
or even become extinct like
“industrial dinosaurs” because of
their failure to adapt, or just due to
their technological obsolescence.

In the early days of the industrial
revolution, many SMEs had a hard
time surviving because they were
too backward or too smallin size to
take advantage of technological
progress.

Today, the tables have turned.
Modern technological progress is
more “neutral toscale”, in the sense
that it can also benefit smaller
firms, particularly those thatare
also entrepreneurial and
innovation-driven.

In fact, most start-ups today
beginvery small, and then grow big.
Suchis the case for many high-tech
types of modern SMEs.

WHAT DRIVES GROWTH NOW?

In the developed East Asian
economies, growth is now mainly
driven by increasesin domestic
consumption, with the service
activities rapidly expanding at the
expense of manufacturing.

In fact, most SMEs in Hong Kong,
South Korea and Singapore are
mainly service-oriented.

For some very high-tech or highly
innovative industries, it has
become difficult to pinpoint if their
core activities belong mainly to
service or manufacturing. Infact,
some biotechnology SMEs carry

: outboth research and development
: activities and productionin the

: same premises. The line between

¢ service and manufacturing is

: getting blurred. This trend is set to

: continue.

In future, with growing

: robotisation, rapid digitisation and
¢ increasingapplication of artificial

. intelligence (AI) to production, the
: conventional notion of SMEs as

. simply defined by size,

: employment, capitalisation or sales
: willbecomeless relevant.

Theirimpacton modern society

! will also be different, particularly
: for their role in poverty alleviation
: and income distribution.

: SMEGROWTH INEAST ASIA

i InEast Asia, particularly Hong

¢ Kong, Taiwan and South Korea,

: SMEswere at the forefrontof the
¢ earlyindustrialisation drive, with
: numerous SMEs setup by private
¢ entrepreneurs to produce a wide
: range of consumer goods for the

¢ export marketsin the West.

For Hong Kong, SMEs formed the

: backbone of its industrialisation.

: Hong Kong’s best-known

¢ billionaire tycoon, Mr Li Ka Shing,
i started oftinthe1950sasan SME
¢ producing plastic flowers.

For Taiwan, its manufactured

: exports were basically driven by

: SMEs. Most semiconductor

: manufacturersin Taiwan are SMEs.
: Forinstance, Ace Computer started
: off producing peripheral computer

: components,onlylater developing

: into aninternationally well-known

: laptop computer maker.

Similarly for South Korea, its

: export drive was typicallymounted
: by SMEs producing a wide range of
: lightindustrial products.

: Subsequently, some SMEs had also
¢ successfully grown to become big

: industrial conglomerates, or

: chaebols - for example, Samsung,

: Hyundaiand LG.

Many East Asian SMEs were truly

: dynamicin the sense that they

: were mostly efficientand

: competitive as well as

: export-oriented. They operated

: largelyin accordance with market
: forces (except for the chaebols in
: South Korea), with minimal

: government subsidies. They had

: playeda crucialrole in the

¢ industrial take-off of these East

: Asian economies.

This isin sharp contrast to the

: earlyindustrialisation efforts of

: Chinaandalso India, which

: depended principally on

: governmentinitiativesor

: government-led industrialisation

SMEs gearing up
to challenges of new economy

: unemployment by actively
¢ promoting foreign direct
: investment.

Singapore offers alesson on what companies need to make it these days. A clue: think innovation

: based on state-owned enterprises -
: forexample, China’s First

: Five-Year Plan (1952-57) and

¢ India’s First Five-Year Plan

: (1951-56).

Itis also different from the SME

: development experiencein the

¢ Aseanregion. In the more

: developed Asean countrieslike
: Malaysia, the Philippinesand

: Thailand, industrialisation was
: spearheaded mainly by foreign

: multinationals (MNCs which were
¢ actively promoted by their

: governments), while manylocal
: SMESwere not sufficiently

: competitive because they were

¢ producing mainly for domestic

: markets.

For the less developed Asean

: countries like Cambodia or Laos,

: many of their SMEs have remained
: economically inefficientand

: technologically backward.

: However, their SMEs have

: remained socially important

: because of their contribution to

¢ localemployment.

: THE SINGAPORE EXPERIENCE

: ForSingapore, the development

: experience ofits SMEs is quite

¢ different from those in Taiwan or

: South Korea, while at the same time
: also different from other Asean

: economies. However, its efforts to

: modernise its SMEs for the coming
: new economy can be instructive for
: other East Asian countries.

Before independence in 1965,

: Singapore’s economic growth was
: mainlybased on entrepot trade —
¢ thatis, imports and re-exports,

which had already become
stagnant, beingunable to provide
adequate employment.

The Government had to push for
rapid industrialisation to cope with
double-digit rates of

Many MNCs were attracted

: to Singapore tosetup
¢ labour-intensive production bases
: toproduce for the export markets.

At the same time, the

¢ Government started many new
¢ industrial establishments as

: government-linked companies
¢ (GLCs)invarious sectors of the
: economy to complement

¢ the MNCs.

In a sense, the first wave of

: Singapore’s industrialisation was
: basically spearheaded by MNCs

: and GLCs, leaving many existing
: SMEsbehind to take care of their
¢ traditional local markets.

Many modern technology-

. intensive SMEs were setup to take
: advantage of the Government’s
¢ generous assistance schemes.

Inrecentyears, as the

¢ Government pushesits

i manufacturing sector further

: towards knowledge-based and

: innovation-driven activities, more
¢ new SMEs have started up.

Singapore today has about

* 130,000 SMEs, whichinclude some
i highlyinnovative, knowledge-

¢ intensive biotech firms, as well as

i numerous service-oriented

¢ enterprises. Some 70 per cent of

i Singapore’s workforce is estimated
¢ tobe employed by SMEs.

The Singapore Government,

: throughits various agencies suchas
: Spring Singapore, hasintroduced

¢ various schemes and policy

: incentives to speed up the

¢ transformation of SMEs into more

i productive, more international and
: more innovative establishments.

Agoodstart-up ecosystemis also

i beingbuilt up, along with available
: financialincentives for

: enfrepreneurs tostart innovative

: typesof new SMEs.

While the Agency for Science,

i Technologyand Research (A*Star)
¢ has continued toprovide R&D

¢ support to existing SMEs, new

: schemes such as “SME Go Digital”

: and SME Working Capital Loan are
¢ alsoinplace to support

: modern SMEs.

As human resources are the most

: critical factor for the successful

. developmentof modern SMEs,

i Singapore’s Budget this year has

¢ provided funding for specific

: programmes thathelp to train

¢ future SME leaders, such as the

¢ Skills Future Leadership

. Development Initiative and Skills
: Future SME Mentors programme.

Increasingly, the innovative type

: ofmodern SMEs will constitute the
: mainstay of the new economy,

! initially in the more developed

: countries like Singapore and South
: Korea. They will spearhead the

: coming fourth industrial

: revolution.
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