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Abstract— Laos and Cambodia share many similarities: botlugtied against the French colonists and the United
States in the Vietnam War, and both also startédrdy national development through a market-oriehézonomy in
the 1980s. To strengthen economic growth and ppveduction objectives, the enhancement of Small Madium
Enterprises (SMEs) was used aa critical engine to boost the success of socimendc growth. With the
administrative and financial support of governmeNpn Governmental Organisations (NGOs) and intdomst
organizations, the number of SME entrepreneurs imaseased in various businesses, including foodcessing,
garments, construction materials, wooden furnitueeirism, trading, transportation and so on in batbuntries. This
contributed to more job opportunities and higimational income, and reduced the unemploymentohtbe countries.
The competition amongst the SMEs became intensdi@tichallenged the entrepreneurs in terms of sging modern
technology, limited capital and management skillsis study uses evidence from in-depth interviewvexplore the
similarities and differences of the SMES' entreprgial characteristics, business experiences, poild and
supporting requirements in Laos and Cambodia. Theirfgs lead to recommendation aimed at upgradiffgcéive
entrepreneurial skills, as well as proposing sonitraative considerations for the policy makers fexcellent
entrepreneurial capacity advancement.

Keywords— Cambodia, Laos, Entrepreneur Development, SMEs.

to investigate the nature of the SMEs, the conglai
1. INTRODUCTION faced by the entrepreneurs, and how those chabenge
. L were tackled. The characteristics of the entreprene
Laos and C"?‘mbOd'a share many similarities: b(_)thand supporting requirements in the SMEs of Laos and
struggled against the French colonists and theednit ,mnadia were explored. Afterwards, the findingsewe
States in the Vietnam War. Both Laos and Cambodiaz,mpared and discussed in order to address thentess
also started driving natlor_1al development_towarldst learnt and to draw up recommendations aiming at
same goal of a market-oriented economy in the 19803fortifying SME development and promotion in thes® t

To strengthen economic growth and poverty reductionq, nies. All these key elements are dicussechis t
objectives as requested by the Asian DevelopmenkBa study

(ADB), the enhancement of Small and Medium
Er_lt.erprises_ (SMEs) are particularly recog_nized_ as & | I TERATURE REVIEW

critical engine to boost the success of socio-egono

growth. Just a few years ago, due to the admitiistra Concepts of Entrepreneursand SMEs
and financial support of governments, Non
Governmental Organisations (NGOs), and internationa
organizations, the number of SMEs in Laos and
Cambodia hasncreased. These ventures halayed a
significant role in employment generation in hanalits,

An entrepreneur is someone who is always burstitig w
new ideas, highly enthusiastic, hyperactive andtiably
curious [1]. To make a success of a business, an
entrepreneur has to (1) hold a lot of commitmerd an

. . . . hard work, (2) accept uncertainty to minimize risk
small-scale agricultural processing, timber prouumt calling up more information, (3) have good health t
textiles manufacturing and trading; reduced the plug any gaps caused by otr’1er people’s sickneyde(4
unemployment rate of the countries; and contribuited self-confident to make the venture succeed, andhdsg
national income as a whole. However, S_ME develoﬂmeninnovative skills do old things in new ways [1]. & are
was not easy as several constraints have beel?our main forms that a business can take such ks so
encountered by the entrepreneurs as a consequénce Rader partnership, limited company, and publiited
many substitute products/services and many coropgtit compz;\ny (PLC or blc) A sole trader, normally relis
existing in the market, lack of access to modern ;

technolo and inconsistent macro-policies for SMEloanS from banks or individuals and other non-gquit
9y, P sources of finance. Partnership is for two or neple

development. This study uses evidence from in-deptht . : .
) . : . to agree to carry on a business together, intentbn
interviews of SME entrepreneurs in Laos and Canodi sharg the profits.yThe limited compan%/ is formechiug g

shareholders, one of whom must be a director, the
company’s assets are separate from the people who o
Nittana Southiseng, Makararavy Ty (correspondinth@r), John it. PLC is formed by anyone to back a venture véth
Wa_lsh qnd Pacapol Anuri_t are wiichool of Management,_Shinawatra country-specific value of nominal shares. Besidese
University, Bangkok, Thailand. Ematl. makararavy@gmail.com four, a co-operative is an alternative registered form in

147



N. Southiseng, M. Ty, J. Walsh and P. Anurit /SMN®N International Journal 2 (2008) 147 - 156

which shareholders can share profits and contrberey
each member has only one vote.

enhancement for Cambodia (25%), Laos (10%) and
Vietham (25%) [6]. To meet the commitment of

In research [2], the definition of SMEs employed by investment in a sustainable development way, the
the Australian Bureau of Statistics is that a srfiath entrepreneurs are required to differentiate
employs between 5-19 workers and a medium firm hasproducts/services and segment markets, as spetified
between 20-199 employees. However, in the Lao gbnte the Law [7]. The study on Generating Employment
SMEs are viewed differently. According to the Decre through Micro and Small Enterprise and Cooperative
on the Promotion and Development of Small and Development in Lao PDR confirmed that SME
Medium Sized Enterprises (No. 42/PM), SMEs are enhancement did not only contribute to the creatibn
defined as dependent enterprises that are legallyemployment, but also contributed to mobilizationtlod
registered and operate according to the prevaliing of country’s resource with less external dependenag a
the Lao PDR [3]. A small enterprise normally has an help family members to utilize their available taand
annual average number of employees not exceeding 1€esources to operate single or multiple enterprises
persons or total assets not exceeding US$25,0Ghor Around 259,000 full-time workers were employed in
annual turnover not exceeding US$40,000. A mediumsmall enterprises - 10 times the employment crebied
sized enterprise has an annual average number dbarge enterprises in 1996 [8]. The promotion and
employees not exceeding 99 persons or total agséts development of small business operations furtheemor
exceeding US$210,000, or an annual turnover notprovided alternative opportunities for farmers aedior
exceeding  US$100,000. However, the SME governmental employees to obtain jobs upon their
classification determines the nature of the supportretirement. The study showed that 43% of former

measures available, according to the actual sitnadif
the social and economic development in each stage.
Cambodia is at the crossroads of
development. Development is taking place
increasingly competitive regional and international
marketplace, making it imperative that SME issued a
challenges are successfully identified and adddesse
However, Cambodia does not have a legal definitibn
what constitutes an SME. The problem with definag
small industry on the basis of the size capitahat the
cut off point needs to be revised over time in orte
allow for inflation. However, because not all firms
revalue their capital in a uniform manner, incotesisies
can also arise. An additional problem with defining
SMEs is that any definition must serve several pseg.
According to the Ministry of Industry, Mines and &gy
[4], one definition could be based on employmend an

farmers and 30% of retired governmental employees
were occupying a career in small business, mainly

economicengaged in the commerce and manufacturing sectors.
in an further 6.8% or 162,420 persons with disabilitis®§tly

resulting from accidents with unexploded ordnamcthée
North of Xieng Khoung and the South of Savannakhet)
were investigated by the National Committee for
Handicapped Persons. Based on that problem
assessment, government agencies and international
donors organized rehabilitation and other technical
training courses to improve and enhance theirsskitid
performance to help them into employment until they
able to run a micro business or become SME
entrepreneurs.

Key international agencies of business developments
in Laos are JICA, ADB and UNIDO which support
through mainly providing rural access roads, power

the other on size of capital in real terms. SMEs ingeneration, and distribution. With cooperative supp

Cambodia are divided into three sectors (1) Praduct
sector including agricultural processing, manufaot
and mining; (2) Service sector; and (3) Tradingtaec
including wholesale and retail. There are four typé
enterprises which are defined according to the rarmb
employees and the value of fixed assets (excluiding),
such as micro enterprises, small enterprises, mediu
enterprises and large enterperises. Micro ent@pris
employ less than 10 people and have fixed asseeval
less than US$50,000; small enterprises consistodf n

more than 11-50 employees and fixed assets valudhe small

from goverment, NGOs and international organizatjon
the number of SMEs in Laos significantly increafedn
10,735 units in 1995 to 25,993 in 2005 [9]. Neveltlss,

it was found that there were unfair practices icessing
finance, credit unions, and raw materials as thgela
enterprises got more support whereas the smaller
enterprises faced complicated and lengthy admérise
procedures and corrupt practices by officials. Even
though small ventures existed; they were still less
competitive in terms of price, quality and disttilon.
enterprise owners often have limited

between US$50,000-250,000; medium enterprises hav&nowledge of business law and taxation. A study by

between 51-100 employees with the value of fixezbtis
around US$250,000-500,000; and finally large
enterprises employ over 100 people and have fisedta
value of more than US$500,000 [4].

Previous Study of SME Development in Laos and
Cambodia

The World Bank is one inportant participant thajusd
that fostering economic growth through free andnope
markets was the better way to alleviate poverty\#iile
the ADB supported an investment of around $5miliion

ADB on SME development in Vietnam, Laos and
Cambodia also showed that SME operation in theseth
countries still encountered many constraints sigtha
lack of capital, limited demand in the market, shmilar
competitors, lack of access to modern technology an
inconsistent macro-policies for SME development][10
To enhance SME development and promotion
sustainably it is necessary to obtain considerable
assistance in terms of infrastructure development,
accessible credit unions, marketing study, and
development of transparent macro-policies as SMigs h

the Mekong Enterprise Fund (MEF) to support SME different target markets, faced different challengad
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required alternative support, as argued by Thike.[ people, and gradual industrialization and modetitna
The development of small enterprises of Laos isto contribute to the sustainable growth of the oral
confronted with many challenges, mainly the lack of economy. SMEs in Laos are categorized into three
awareness of skill deficits, low competition inrter of groups (1) SMEs operating in the commercial goods
quality, implications of modern technologies fosimess  sector, (2) SMEs operating in the trade sector, @d
management and  communication, productivity SMEs operating in the service sector. The mandate o
enhancement and marketing. Medium ventures afe stiiSME Promotion and Development Organizations at the
challenged by products/service quality improvement, national level consists of (1) the National SME
scale of production, unit and transaction costs.d€al Promotion and Development Committee (NSMEPDC),
with these challenges, medium enterprises urger@dd  which will operate and advise the Government ofd ao
to improve the business environment, acquirea deefGoL) on policies and SME promotion and development
understanding of accounting and finance managemenprojects and programs, (2) The Standing Commitfee o
and the implications of Total Quality Management the National SME Promotion and Development Office
(TQM), Balanced Score Card (BSC), and obtain on-(SCSMEPDO)— not more than nine members of the
going updated market information [12]. These issares  National SME Promotion and Development Committee

explored in the following sections. shall be appointed as the members to assist the
NSMEPDC, and (3) the National SME Promotion and
3. METHODOLOGY Development Office (NSMEPDO), to administer the

practical operation of SMEs. The goals, howevenjldio
never be achieved without the contribution and high
efforts of the individual entrepreneurs themselves.
Consequently, the next session will address the
entrepreneurs of SMEs in practice.

To explore the context of entrepreneur developnoént
SMEs in Laos and Cambodia, 28 key informants were
interviewed face to face. Thirtheen individuals ever
randomly selected in SMEs in Vientiane Municipality
and Savannakhet Province of Laos and 15 entrepieneu
of SMEs in Phnom Penh, the capital city of Cambodia Profiles of Entrepreneurs and Attributes of Expected
The entrepreneurs are involved in a variety ofvitas Employees
z]u:tgr%ﬁ ?;Zﬁregsrﬂgg;ycferlzti[uﬂ,'gnﬁgﬁffg@ﬁ; All 13 interviewees were of Lao naupnahty e}nd
selected by u,sing convenience and snowball tecksiqu BUd(.thStS. (6 in Savannakhet and 7 in Vientiane
These approaches were considered to be useful anglunlmpallty). Eleven o thgm were f_emale
ntrepreneurs, and 11 were married, one was siagte,

suitable for this empirical study since, by intemwing one was widowed. Five of them were 21-30 years old:
unknown entrepreneurs in the private business seitto three were betwee.n 31-40 years old: three weredsatw '
was assumed that they would be hesitant to .Shar%l-GO years; and the other two were 51-60 years old
mformatlon, opinions or experiences of their besi Five of them held bachelors degrees majoring it

fields.  Consequently, convenience a_nd SnOWba”.administration or engineering; and the rest hadouar
approaches were chosen as it was behe_ved tha_t thlgducational backgrounds, such as Lower-Secondary
WOUId_ provide ~ accurate and_ reliable |_nf0rr_nat|on. School, High School and Vocational School in eleitir
Interview "%‘ge“das were desgned to identify the and teaching skills. All of the SMEs had been ddliy
characteristics of enirepreneurs in SMEs, the probl registered before starting operations. In pracseseral
facing SMEs in the globalization era, assistancd an of them had registered capital of less than US$ID,0
support frqm governmgnt and c_)thgr relevant agencies, 4 a few had registered capital of around US$ld 00
Further, this research is a qualitative study, agnio 50,000, which means most of the key informa'nts

:;?rlgr?engal:trur%'gvefgemgg?c?;rercgogragage Cogmts)c':/élizainterviewed had small rather than medium enterprise
P P Most SMEs were under the family ownership and

During interviews, the researchers made records inControl meaning that businesses have family mesmer
compliance with direct observation, and used theert ' g Y

. : . ._employees, influence in decision-making, and ewig
analysis method to analyse the obtained information : . ST

) : . a particular intent to transfer the family firm fnoone

Content analysis, a tool for measuring the semantic

content of a communication [13], was used to diagno generation to the next generation. Other business
the findings of the primary and se,condary data ownership structures also existed, including a ress

registered as a limited company but still owned &y
family. Interviews revealed that SME business veggu

4. RESULTS AND DISCUSSION have been continuously established from 1991 until
4.1 Case Study of Laos 2007. As start-up businesses, the number of empfoye
employed ranged from 2-4 and 5-8 persons; eight
employees represented the highest number hired
including the owner, family members and others;
females were more likely to be employed than males
were (25 female employees and 10 male employeE3 at

The promotion and development of SMEs in Laos is
chiefly administered by the SME Promotion and
Development Office, in accordance with the Decrae o
the Promotion and Development of Small and Medium
Sized Enterpnses (.NO' 42/PMm), Wh'qh IS aw_ned at SMESs); the capital for start-up investment wasaigly
expanding commercial goods production, trading anddependent on the nature of the business and rérged

service business activities as well as contributing US$1.000-8.000: US$8.000-13.000: and US$13.000-
employment creation, the raising of living standand 5430 999 as a maximum. The businesses that initially
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invested around US$1,000-8,000 and US$8,000-13,00Qvas high customer demand in the market; and (4)esom
mostly appeared to be commodity grocery shops,of them saw their friends doing good business &ey t
copying and office equipment, bicycle shops, difbs, viewed it as something which was not difficult to
clothes boutiques, and so on; meanwhile the buséises manage. The products which are currently availatle
which invested higher capital (around US$8,000-the market included domestic and imported products.
200,000) were in wooden furniture, schools, touram The domestic products were largely related to Lao
car retailing and food manufacturing. The 13 cigarettes, Lao plastic bags, Lao soft drinks (Mig,
entrepreneurs revealed average annual revenues dfepsi, Coca-cola), Lao beers, sweets, papers, ggme
US$1,000-3,000; US$3,001-7,000; and maximum powder and others. For imported products, mosheifnt
US$7,001-54,000. These figures show some businessesere imported from Thailand (food commodities, cdfi
were loss-maing and others profitable. Howevewyds equipment, bicycles and clothes), China, Vietnacoks
common for many businesses to sustain losses &r thand some food commodities), Hong Kong (clothes),
first or early years of investment as investors ttagay = Japan and Italy (cars) respectively. From the vigers,
several operating costs, especially for fixed a&sset it was clear that most investment capital was owned
Nevertheless, a few of them still obtained higher jointly or shared by family members, as it was canm
revenues in comparison to capital invested in fh&t f for family members to help or lend to each other to
year, showing that it was not always true that thecontribute to business investment even if theyegagat
businesses suffer losses as a start-up businesm As-  they would lose capital early in the business ventu
going operating or existing enterprise, most of the Another important source of capital was self-
business owners accepted that they kept increabeg contribution. It is very important for businesstiaiors to
capital on operating cost annually, based on sauidl  have their own money before borrowing from other
economic circumstances (ranging from US$500-11,000;sources to start-up a business; otherwise it wdidd
US$11,000-42,000; and US$42,000-56,000); and theuncertain whether they would be able to repay their
number of hired employees also increased, rangomg f  creditors. Very few of the interviewed entrepreseur
2-8, and 9-18 employees. Again, the facts showatl th intended to borrow money from other lenders asasw
more women were required (29 females and 13 maledlifficult to convince the informal lenders if theld not
within 13 SMEs). These figures indicate that the already know one another well. Approaching formal
performance of SMEs develops as the size of theircreditors was even more complicated and difficiits
businesses grow and are required to employ morghey had to prepare many official documents, priyper
employees to facilitate/provide services for cussnin certificates and many steps to be processed.
addition to operating their own businesses, sontberh
are also worked for the government sector or other
private companies. The number one characteristic of successful
According to the interviews, most of the entreprese  entrepreneurs was to be highly educated and hatre bo
said that they initially preferred to hire emplogegho conceptualized skills to form ideas and direct rthei
have good interpersonal skills and ability to intgrwell thinking, and technical skills in terms of marketin
with customers, are honest and offer sincere opsio finance, business administration and practical
towards a particular situation, as well as havingigh experience. Secondly, it was important to obtaia th
level of responsibility in dealing with their duie involvement of employees. Thirdly, they should be
Besides, potential employees should be cheerfahdty initiators to introduce new ideas, have competitive
and good looking to attract new customers as w&ll a endeavour to accomplish objectives, be confidemt an
maintaining existing ones, and be able to speakroth certain of what will happen and that it will follow
languages such as Vietnamese, Chinese and, piiigcipa defined direction, and be passionate that the basiwill
English. Females were preferable for most SMEs aspositively influence people’s lives and bring fircsad
entrepreneurs believed that women were hardworkingrewards to the enterprise, as well as dealing with
tolerant and worked well with clients. Family problems openly and honestly in order to create
membership was another critical attribute to which organizational trust and make employees feel thay t
business owners gave first priority in employment are of value to the firms. Fourthly, the interviesealso
decisions. It emerged that educational levels wese  observed that the entrepreneurs were to be clezut ab
very important in recruitment decision-making asgas  what they expected to do, be ready to take immediat
applicants have working experience related to thedecisions and take risks in the event of eitheagd@et or
available jobs. In addition, several entreprenchasl unpleasant unexpected events. Listening to th@mess
moderate intent to hire relatives before considerin certainly helped the entrepreneurs to adapt theivice
employing other people like neighbours and friendi® to satisfy customers’ needs too. However, surgglgin
are already known. The main reasons that theeven though it is largely known that the business
entrepreneurs opted to invest in such businesss areaoperation would not be able to achieve its goatbavit
mentioned above are (1) the entrepreneurs firsduldv ~ the contribution of employees, entrepreneurs neithe
like to be their own boss and manage the businéss w prioritized skill development of employees nor piad
their own management style, (2) then pursue theirto reward employees for their performance enhanoeme
personal interest such as inventing wooden objelcish appropriately.
illustrated their abilities, talents and experienda a
particular ventures, (3) to seize advantages wtieree

Successful Traitsfor SMEs Entrepreneurs
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Benefits, Constraints of SMEs and Problems Solving ensure the quality of products/services. Providing
variety of products/services and expanding newdiras
to different markets in combination with suitabdeation
selection were other techniques that had beeneappdi
develop business performance. It is not surprishag
very few ventures planned to go to internationatkets
such as Europe, Japan, Vietnam markets and others
because the products to be exported were requaed t
meet international standards. Additionally, mosttlod
\AProducts available in Lao market are imported from
neighbouring countries and suffer from the limiatiof
ﬁogistic channels, knowledge and capital capadityvall
as high labour cost in other countries; it is difft to
expand the business in regional/international ntarke
Mhe new potential entrepreneurs of SMEs were Ihjtia
uggested to be clear first of all about what thaiget
arket would be, obtain adequate capital and bayrea
cope with potential challenges. Shop decoration and
convenience-focus organization of stores was observ
in almost every venture. In addition, new entramnee
also advised to be tolerant and brave to investtake
risks, to love their jobs, and have good connestiwith

Several entrepreneurs observed that they obtairsad/ m
benefits from their businesses operations. Pripattiey
absolutely held the entire decision making thenmesglv
while the earnings gained from these ventures kelpe
generate household income for family members asal al
contributed to an increase in national employment.
Operating their own businesses was more enjoyatile a
they felt relaxed and flexible enough to changeckjyi
or adapt to different circumstances and develop ne
skills at the same time. Besides, some interviewee
pointed out that they had an independent life dtyléeal
with their own businesses and had more opportsnitie
meet and get to know other people. However, eve
though it was acknowledged that starting a newurent
was expensive, these ventures more or less helpe
entrepreneurs to gain moderately satisfying retufhe
entrenepreneurs’ skills and abilities furthermore
improved, and they undoubtedly had time to stayhwit
thier families and directly communicate with custom
and suppliers. Not only did entrepreneurs acquinede
adva_ntgges_, but the SMEs also contributed to ppvert others in society. These attributes were required f
alleviation in terms of unemployment rate reduction . . -
success because experience alone was insufficient.

household income generation and national income Briefly. Lao SME f is highl ated
contribution through taxation and other supportieg DOrety, Lao. performance Is highly associate
with the assistance of GoL agencies, NGOs and

gggngz ?Os b?sgt]et(rj\ebge:?(?rnlwzvr\lléeHgfn?ﬁé gwtlré;?ﬁé‘international organizations, a}nd predominantly ke t

should facilitate and strengthen the competence Ofstrong endeavour and capacity of venture owners. h

entrepreneurs. To gain high return or sustain theness entrepreneurs, therefore, ~are required to undetstan
j recisely what they are doing and where they ar¢hi®

was not an easy exercise as a number of recurre . . ) .
. y . . . oment in order to bring their own capacity to baad
constraints were confronted, in particular manyssitite to minimise risks

products/service and plenty of competitors, whielvey
customers more bargaining power. The technology4.2 Case Study of Cambodia
development and economic dimensions were further
constraints to business growth, while the inflatemd
exchange rates had strong influences on producitser Fifteen Cambodian interviewees from Phnom Penh
prices. Social and geographic phenomena are alsagreed to give interviews in regards to this projad of
important, including the climate and the fact t8@%o of them are Buddhists. Two-third of the interviewees a
the population live in the countryside, which have male; 8 are single; 10 are between 21 to 30 yddrs3o
negative business effects because the number oéire in early middle age (31-40) and the remainiraye2
customers is reduced (the customers in these SMES abetween 41 and 50. Among the 15 interviewees, #l use
chiefly regular customers). In brief, these coristea  to study in primary school, 1 in lower-secondarkcs,
possibly made some businesses close down aftewa fe3 in high school, 1 in vocational school, 5 in ersity
years of operation. Apart from these constraintagio  and the remaining 4 are pursuing Masters’ degneéise
restrictions included inadequate capital for buséne field of management and business administratiox.oSi
expansion and development, lack of managementskill the businesses were home-based business, 2 weilg fam
and limited experience, as well as unfair suppminf  businesses, 2 were sole proprietorships and 5 were
relevant authorities, for instance, slow processofg partnerships. Partnerships were important becausst m
documents. of the relevant interviewees were young university
In terms of dealing with these problems, many graduates and they did not have enough capitdls ski
entrepreneurs chose just to let things be, whiteerst  and experience to set up business alone. Eighttesht
preferred cautiously to study the customers’ nemu$  said that, at first, they had the idea to run aesol
provide a variety of products or offer more choites proprietorship business but it seemed very riskyttiem
meet demand, as well as continually adjusting theto invest their entire capital alone. They decidedsk
business strategies in response to the marketheir close friends and relatives to share partthef
environment. Some ventures used strategies of pricdusiness. To do this, they made sure that manyl@eop
discounting, sales promotions and giving extrasgift can help each other to make decisions concerniag th
coupons etc. In the education business, for exartipde  investment in this or that type of business adésit It is
business owners opted to recruit skillful and dfiei  true that partnership provides a lot of benefitshsas
teachers, adapt the teaching curriculum, set apiptep  sharing the risk, providing a larger pool of capaad
rules and regulations, and facilitate targetedausts to  complementary skills [14]. For the young university

Entrepreneurs Profile and | ssues Challenging SMEs
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graduates to start SMEs, partnership would be #st b classified the reasons for failure into four carégm (1)
choice for them. In regard to the financial sourcee High regulatory compliance costs. The cost of
third used their own money, one third from the figmi establishing a business is about three times highdr
and the remaining third from other partnership mersb  takes more than 15 times longer than in Austrdl2;
Owing to business secrecy, six interviewees preferr Lack of clear and market-oriented framework for SME
not to reveal the source of their investment capitaen development. Despite the importance of the SMEosgct
starting their business or even the revenue eapeed the government has been unable to develop a frarkewo
year. Others claimed that their investment staftech for its development. As a consequence, various@gen
US$3,000 up to US$40,000 for starting up the bissine and line Ministries are developing their own SMEs
and the capital was keeping growing because theg tr programs, which are at times redundant and even
to expand their business by adding more products ancontradictory; (3) Limited Access to Finance. Local
other modern equipment. Most of the businessekitn t banks provide only 1% of working capital and 1.7% o
study were created during the early 2000s, when thdnvestment capital overall. Despite the liquidity the
economy of Cambodia was starting to grow. According banking system, it is difficult for banks to lendedto
to the National Institute of Statistics, the GDP1®99  weak fiancial infrastructure, which makes the lcam
grew by 11.9% and the rate of growth declined &%%. collateral system uncertain. This is due to thek lat
in 2002 and then started growing again to 13.5%006 financial information resulting from the weak acoting
[15]. This shows that economic growth has a strongstandards and absence of a credit information rspari
impact on business. The majority of the interviesvee system; and (4) Poor market access infrastructace a
strongly agreed that the political situation, eaoi®m  information. It is difficult for local producers tmeet
situation, technology, social and geographical éssu both domestic and foreign market demand due to poor
represent direct constraints for their businessesroad conditions, limited internet and other
Examples of this included the following: during the telecommunication services and a lack of associatio
election, where political stability was uncertabyyers  assist in gathering information about quality amsign
tended to save more money, thus spending less $#caurequirements.
they were afraid that they would not have enough
reserves for their family, since things can chaniggdst
a blink of the eye. This is part of the trauma erdtl by
the people of Cambodia. Another issue related toThe majority of the interviewees strongly agreedtth
technology, interviewees who operated businessentrepreneurs should, firstly, have clear visiond an
activities needing new technology to produce prtgluc specific goals and objectives in doing businessbse if
claimed that the customers’ buying decisions wdse a they do not know what they are going to do, theyildo
related to what type of technology they were uding not be successful in their businesses as well dheiin
produce the product. For example, in the conswocti lives. Secondly, they should have at least some
service business, the customers would look at et educational background, experience, some management
of new technological equipment or machine that theskills such as marketing, accounting, finance aaent
service providers used because they consideredélvat  for the business activities that they are exergisithis
technology could build higher quality buildings or means that if they sell books, they should at l&kastv
houses in a shorter period of time. This issue shibvat  how to read the title of the books (in Khmer, Eslgi
customers nowadays have high bargaining power @ue tFrench or Japanese languages). If they are nottable
strong competition in the market. It is one of the read, they will not know which books they should lto
challenges that SMEs in Cambodia now face. Accardin keep in their stores or which books will appeal to
to the interviews, the difficulties that the SMExé in  customers. The respondents suggested to potemtial n
this globalized and competitive world are price entrepreneurs to take into consideration what they
fluctuations caused by inflation, which generates/ |  going to sell and they should know in detail abihatse
profits, competitive pricing, cutomers’ bargainipgwer, things in advance before starting the businesstdihi
high technology, time and human resource managemenentrepreneurs have to be initiators, innovators aod
In order to solve the aforementioned problems,followers because the environment can change at any
interviewees declared that they have to be patiethow time without notice. Since it is impossible to gsea
up market pricing, make good relationships with these changes, it is recommended to keep changing
customers aiming to keep a good image and lifelongproduct/service quality, price and design, as wasll
relationships, provide good quality product andtiome including other innovative ideas about products or
delivery and finally satisfy the needs of cutomers. services in order to create value added. Fourthly,
In order to obtain a slice of the market, SMEs hive entrepreneurs should be decisive decision-makeds an
compete with domestic and international competitors
The majority of domestic SMEs fail to perform wdlle

to hlgh costs and uncertain business enVIronmdﬁ]t [1 as chair, Ministry of Commerce as vice chair, Miryioof Agriculture,

The annual report of SME SUb'Comm|&e¢16] Forestry and Fisheries, Ministry of Economy andafite, Ministry of
Tourism, Ministry of Women’s Affairs, Ministry of &bour and
Ministry of Rural Development as members) workinighvihe Phnom
Penh Chamber of Commerce and other private seefmesentatives

! The SME Sub-Committee was created in August 204 ia with the responsibility of implementing the SME [Répment
composed of eight Ministries (Ministry of IndustiMines and Energy Framework.

Successful Characteristics of Entrepreneurs in SMEs
and Some Suggestions
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risk takers. Nine interviewees agreed that it ipantant competitive environment. They even suggested tese
that the investment decision should be made quicklyskills should be included in the formal education
when the opportunity emerges and not wait in case t curriculum. Some people could not continue theidigs
opportunity disappears. Sometimes, they know that t the family businesses need their help. They sugdest
investment comprises many risks but the competitivethat some vocational skills in the lower secondautyool
situation urges them to take those risks in ordekeep  curriculum should be included. Twelve of the
updated with changes. interviewees gave the importance to governmentcpoli

Additionally, hiring the right person for the rigjatb is and law reinforcement in SME promotion and
very crucial for the success of entrepreneurs. Mdst development because it seems that there is no clear
them preferred to hire people whom they alreadywkne framework, rules or regulations for SMEs. Howevbg
such as their relatives, friends and neighbourse Th remaining interviewees said that the law was alead
people concerned have to be honest, have goodssued but the ones who implemented it do not éserc
interpersonal skills and abilities, high levels of their duties properly. They used those laws and
responsibility and be creative, although experieand regulations to obtain bribes because most SME
skills are viewed as less important because mosEsSM entrepreneurs do not have knowledge about legadsss
employees_ work in less Sk””‘!' jobs Whi(?h requithem SME Contributions to the Economy and Poverty
to use basic labour only. Business activities sascbook eduction
shops, grocery shops, car spare part supply ancfe
hairdressing, are more likely to employ women mathe Cambodia has a population of approximately 13.5
than men since those jobs do not required physicamillion people. Over 80% of the population livesrural
strength to perform the needed duties. By contiast, areas and agriculture, which accounts for over %
construction materials selling, construction, repaid ~ employment [17], is where most poverty is foundeOv
maintenance service providers, male employees ardive million people or 36% of the population livelow
preferred. Seven respondents noted that they gavéhe poverty liné with 90% of these were found in the
rewards to employees who have achieved and perébrmerural sector [18]. 99% of the firms, and 45% ofatot
well in their jobs. Most rewards were in the forfrcash, ~ employment are dominated by the SME sector in
materials and holidays. Finally, successful engepurs ~ Cambodia’s economy [16]. They playing various caii
have to be competitive, confident and passionatritab roles not only in enhancing regional development bu
what they are doing, as well as being good listener ~ also in boosting the free market economy. The irgpar
both customers and employees. roles of SMEs are summarized as following: (1)

In brief, existing entrepreneurs recommended to newGenerate employment opportunities, raise incomeldev
entrepreneurs to study supply and demand in th&ehar and living standards, especially in the regionsyepty
find good locations, employ new technology, provide reduction; (2) Create an entrepreneur class, wisicso
good services and products at reasonable pricesglhs necessary for industrial development; (3) Increase
as respecting quotations given) in order to buildttand ~ material supplies, especially to manufactured etgpor
long-term relationships and, finally, create a gimdge ~ Which boost economic growth; and (4) Create self-
and keep monitoring and responding to changes tmpde €mployment, which would enable people to live and
competitors. work with dignity.

They mentioned that their success could not stand Small-scale enterprises dominate economic activitie
alone without the support of the goverment. Someand account for a substantial part of employrhetnt
suggestions were made during the interviews to the2005, the Ministry of Industry, Mines and Energy
governement. The majority of them pointed out the (MIME) [4] determined that there were 29,297 small
importance of access to credit in order to helpmthe industrial establishments with fewer than 50 empk:%(
establish their business. This means that som@éesht This represents an approximate 21% growth in the
have plans to expand their business to other madteb number of establishments since 1999. Food, beverage
extend their branches to many other provinces eit t ~and tobacco manufacture represent the largest nuofibe
wishes could not be realized due to the lack cirfre. If ~ small industrial ~ establishments. ~Among these,
the government can help to set up some policiestwhi approximately 90% are rice milling enterprises.
allow them to obtain loans, their future plan cob
realized. Other suggestions referred to supporiesiy
in building basic infrastructure such as water $ypp

electricity, road installations and others. Nowaay 2 The definition of the poverty line is based on tiash value of

' . . _what it take to consume 2,100 calories and 58 g@msotein per day
SO”_‘e SMEs are located in rural areas ,prOducmgper person and to cover basic items like clothind ghelter. This is
agricultural products and they could not bring thei equivalent to US$0.45 per day.

product to sell in the centre of the city becausee bad ® Accurate figures are not available. The dominamcsmall-scale
road conditions and transportation systems. Thay ca enterprises incorporates economic activities in thilee sectors-

. : . .y agricultures, industry and services, and includgerprises based on
only sell their product in nearby villages. The firds the household and micro-enterprises.

very low compa_red to those people who can bring the 4 pata on small industrial establishments is progitig the Ministry
products to sell in the city. Furthermore, theycheeme of Industry, Mines and Energy. The Ministry, thrbuigs municipal-
training and development courses such as marketingPrOVi”Cia| departments, gathers information on $madustrial
accounting and decision making, in order to improve establishments nationwide, including the numberestablishments,

. . . . . . capital investments, capital investment, labourrme status and
their skills and knowledge in doing business in a gytput.
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Registered private enterprises constitute whagfisrired Apart from these similarities, some differences
to as the formal private sector and number appratem between the entrepreneurs of SMEs of Laos and
12,000. These enterprises acquire legal status a€ambodia have been identified; they are summardzed
companies and sole proprietors through registratitin in Table 1.
the Ministry of Commerce (MoC) and are required to Laos retains the monolithic state mentality thatinge
pay profit tax based on the real regime systemgchwvhi rules and regulations are created and enforcedalfor
relies on the submission of financial statements. kinds of economic activities, even though technical
It is difficult to estimate the exact number of dima capacity of state agencies often tends to be veryed
enterprises, because there are so many unlicenseid practice. Cambodia, on the other hand, has beme
industrial establishments. According to MIME [4hete exposed to capitalist society and Cambodian
were a total of 21,516 small rice-milling enterpssof entrepreneurs seem to have a more intuitive
which over 10,000 had not obtained operating pearmit understanding of the needs that entrepreneurs must
and were operating informally. These small ricelingl manage, while at the same time operating in somgthi
enterprises accounted for 73% of all small indaktri of a vacuum in terms of government support ancgead
establishments and employed over 47,500 peopled Fooregulation.
processors accounted for 81% of all small entezpri
23,727 in number. Almost 12,000 of them did nothav 6. RECOMMENDATIONS
operating permits. .
Regarding the interviews, the respondents answered To enhance the promotion and development of SME

the question of how can they contribute to the piyve entrep_reneu:js tgf Lalos a;ndt kCﬁrr:goma, government
reduction policy of the government by pointing koete agencies and other relevant stakeholders are segges

major issues: firstly, SMEs provided employment (1) put strong effort into organizing a systema!tixining
opportunities to people who had litle experiencel a course for SME entrepre_neurs in either .management
skills and had low educational backgrounds, which Sk'”.s or rules and regulations enforcement; .(2995]“
resulted in household income generation for eachbaSIC infrastructure such as water supply, eletjrand

employee; Secondly, they paid income tax and Valueroads_ improvement, together with .convincin_g dortors

Added Tax (VAT) of 10% to the government, so the contnbyte to SME .developmen.t, and remforce_ the
latter generated the revenue to pay national exsens regulations  to av_0|d a spemal. connection/biased
such as civil servant salary payments. Some irdeees treatment for pa}rtlcular operators;  (3) .develop. the
claimed that they had contributed to charities sasthe educational curriculum to meet the international

Cambodian Red Cross and some orphanages as well. Th%tandards and compete with other neighboring cammtr
entrepreneurs in the study were optimistic aboeirth and ~encourage female entrepreneurs; (4) support

contribution to the economic growth and the poverty f’;\ccgssmlt?[ credit for b.‘:ﬁ'g_essb_ﬁ?‘”"t‘p? and Bméﬂél)
reduction policy of the government. inspire entrepreneurs with disabilities to comenfand to

demonstrate their skills and even to establishr thein
businesses. Moreover, the tax rates should be aimle
as their daily revenue was very low in comparisath w
To conclude, the performances of SMEs in both Laosannual capital investment; everyone should getcarale
and Cambodia have gradually improved due to the facchance to access the credit unions; and the prdoess
that the number of SME entrepreneurs keeps ingrgasi credit accessibility should consist of fewer steghjle
yearly. However, the main challenges that SME government should urgently intervene in these ssun
development in these two developing countries faee  solve the disputes.

the unclear legal framework, the uncertain rulesl an The recommendations explained above are strongly
regulations for SME establishments, lack of actd¥ssi proposed for either entrepreneurs themselves or the
credit, shortage of entrepreneurial and manageriakrelevant agencies in both countries. However, each
vocational training centres, competition in ternmigce country still acquires distinctive attention to irope its

and quality and the need for other support from theSMEs performance, as addressed in Table 2.
government and relevant agencies. To be successful Laos already has certain institutions which migat b
entrepreneurs, they should be knowledgeable andised to help transmit necessary skills and compigten
tolerant, have experience, obtain adequate capitdl,of  to entrepreneurs, perhaps in cooperation with NGOs.
course they should precisely understand the nafuttee Cambodia, on the other hand, has very little instibal
market and their target customers. However, it apgme  support and will need to rely, therefore, much more
that very few entrepreneurs had a focus on devwedppi strongly on market-based provision of services.
and strengthening employees’ skills and performanceManaging these two different systems requires wdiffe
even they recognized that the employees are the onetypes of skills and resources from the government
who most closely work with customers. To sustai@ th systems in place and will be influential in struatg the
development of business, both entrepreneurs andelationships between government and entrepreneurs.
government agencies are the main stakeholders tdlore research is required into the issue of howemvh
intervene and contribute support in all capitakestiment  and to what extent increased revenues will resolnf

5. CONCLUSION

efforts and regulation reinforcements. provision of the proposed services to entreprenands
whether government expenditure can be clawed back
accordingly.
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Table 1: Differences of SMEs Entrepreneurs in Laos an€ambodia

Nature of SMEs Entrepreneurs in Laos

Nature of SMEs Entrepreneurs in Cam

- The definition of SMEs in Laos prevailing in tBecree
on the Promotion and Development of Small and Mad
Sized Enterprises (No. 42/PM), the small and nmad
enterprises are defined according to the an araueahge
number of employees, total assets and annual tarnov

- Some attempts of the Lao government and o
agencies towards the development of the SN
entrepreneurs have been emergent among the S
entrepreneurs as some of them accepted that thklydsm
invited to join some of the training programs

accordance to the interviews.

- But surprisingly, the entrepreneurs in SMEs obs
have not yet attempted either to enhance their @yepk’
skills or plan appropriately to reward employeestfeir
performance enhancement.

- Cambodia does not have a legal definition of w
wconstitutes an SME. But according to Ministry ofilistry,
ilMines and Energy, the definition could be based
employment and size of fixed asset values.

theNone of the respondents claimed that they rede
VIEeThnical support and advice from government a@sn

agencies.
in

n- Many respondents had recognized important rofe
their employees by rewarding them, especiallyeims of
cash, materials and holidays, aiming at motivatingir
employees to achieve and perform well in their jelost
of the rewards were given in term of cash, materdald
holidays.

MEgh demonstrated the shortcomings of the goventahé

hat

on

ve
Ci

o

Table 2: Different Recommendations for SMEs Entrepreners’ Improvement in Laos and Cambodia

Recommendations for Laos

Recommendations for Cambodia

- Initially, the venture entrepreneurs themselvas
suggested to be self-enthusiastic in innovationthefir
skills and acquisition of continuous-learning atfiés in
order to diversify new products according to therkat
needs as well as satisfying the customers’ needs.

- Women should be encouraged to join as memberseg
Lao Business Women’s Association (LBWA) as t
association tries to unite all Lao women and tdecol
their wisdom and creative ideas to improve and ten
Lao business women and their products and services.

- For both small and medium enterprises, entrepran
urgently need to have a clear understanding of et
are doing, where they are now, and what they exfme
achieve. At the same time, they provide specifiedes
skills of: accounting and finance management, niarge
implication of Total Quality Management (TQM
Balance Score Card (BSC), Innovation and Developm
and have on-going update market information if t
expect to sustain their business where there gfe fates
of new entrants, substitute products, and high dangg
power of the customers [12].

- It would be great if an e-commerce platform
products and services of SMEs group were introduce
order to develop the Lao product and services tirgc
and link them to the GMS region to support for
regional transactions through GMS e-commerce pbrit
based on the basic rules of each individual couritry
would be even more beneficial if the logistic, slyp
chains and payment system (through e-finance
banking) for each professional business associabb
Laos are officially and securely developed anddohkvith
other GMS countries.

a It is necessary for entrepreneurs to have b
knowledge and skills about the products and sesv
provided management skills such as basic accoun
finance, human resource management, quality co
management, decision making analysis and to reg
their business in order to get some rights to a&c
government support.

fth Additionally, entrepreneurs need to have clearovis
higoals and plans for their business; to know whay tre
doing and encourage and reward employees for ¢
nperformance and contributions; to employ n
technology, and finally entrepreneurs must be téders,
immediately decisive, patient, passionate and ¢
listeners to customers as well as employees.

eur As strong competition arose domestically
internationally, SMEs are recommended to build opdy
crand names supporting high quality products. T9sse
could not be done without the technical and adyis
support from the SME Secretariat committees and
related civil society working in the field.

en

ney

g

or Last but not least, to respond to the fore
dcompetitors, the local producers and the serviceigers
who have the same or substitute products to wotkam
hey set up an association in order to reduce dom
competition  and to concentrate the power. T
associated members have stronger bargaining povesr
bthe suppliers as well as customers.

and

h
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