Small and Medium Enterprises (SMEs) in Malaysia 
· Small Company: a company with full-time employees of not more than 50 and with an annual sales turnover of not more than RM 10 million; and 

· Medium Company: a company with full-time employees between 51 to 150 and with an annual sales turnover of more than RM 10 million to RM 25 million. 

· SMEs are concentrated in food and beverages, fabricated metal products, machinery and equipment, wood and wood products, textile, apparel, and leather sectors. 
· Although SMEs represented the majority of manufacturing establishments in Malaysia, their contribution to total value-added and employment was about 28 percent and 33 percent. 
· On a per company basis, they contribute less to total value-added and employment than larger companies. This is due primarily to their size, which limits their ability to adopt advanced technologies, employ more skilled workers, increase their production capacity, expand their market, or enjoy economies of scale. 
· SMEs primarily manufacture finished products for the larger companies rather than intermediate products, reflecting the lack of strong industrial linkages within the manufacturing sector. 
· The Small and Medium Industries Development Corporation (SMIDEC) was established on 2 May 1996 to assist SMEs. SMIDEC will serve as a national focal point on overall development programs for SMEs in Malaysia. 
Significance of SMEs 
· In Malaysia, the majority of SMEs are owned by Malaysians, with foreign ownership accounting.

·  Most local SMEs are labor-intensive and rarely employ up-to-date management systems, technology, or equipment. 
· Due to the nature of their organizational capacities and production operations, the majority of SMEs does not have the ability to sustain competitiveness and simultaneously implement environmental management practices without the aid of outside agencies.

· Under the IMP2, the Malaysian government has placed a strong emphasis on export-led growth through industrial diversification, the provision of a liberal investment climate, and the promotion of intra-industry linkages. In order to sustain this high rate of growth, public policies and strategies were formulated under the Seventh Malaysia Plan (1996–2000) to accelerate the diversification of industries and develop a more resilient industrial base towards the achievement of Vision 2020. 
· In line with this target, concerted approaches were taken to expand and upgrade small and medium enterprises. 
Criteria of SMEs companies
The definition of SME is based on two criteria, namely:

1. The number of people the business is employing, or

2. Annual sales turnover or revenue

Additionally, the definition is applicable for those companies operating in the Primary Agriculture, Manufacturing (including agro-based), Manufacturing-Related Services (MRS) and Services (including Information and Communication Technology).

In short, a business can be called an SME if it meets either one of the 2 criteria above, and is operating in the one of the sectors mentioned. And it’s not finished there. Within the SME itself, there are also terms that are used to describe if an SME is a Micro Enterprise, Small Enterprise or Medium Enterprise, and again this depends on the criteria outlined before.

If you’re starting to feel dizzy with the definition, the table below may make you feel a lot better:
1. Criteria based on the number of employees

	
	Primary Agriculture
	Manufacturing
	Services

	Micro
	Less than 5 employees
	Less than 5 employees
	Less than 5 employees

	Small
	Between 5-19 employees
	Between 5-50 employees
	Between 5-19 employees

	Medium
	Between 20-50 employees
	Between 51-150 employees
	Between 20-50 employees


Note: The Manufacturing includes the Agro-Based Manufacturing and MRS (Manufacturing Related Services), and the Services include ICT (Information and Communication Technology)
2. Criteria based on annual turnover

	
	Primary Agriculture
	Manufacturing
	Services

	Micro
	Less than RM200 thousands
	Less than RM250 thousands
	Less than RM200 thousands

	Small
	Between RM200 thousand and RM1million
	Between RM250 thousand and RM10million
	Between RM200 thousand and RM1million

	Medium
	Between RM1million and RM5million
	Between RM10million and RM25million
	Between RM1million and RM5million


Note: The Manufacturing includes the Agro-Based Manufacturing and MRS (Manufacturing Related Services), and the Services include ICT (Information and Communication Technology)
Advantages of SMEs Companies
Many researchers conclude that SMEs, being less mobile than large corporations, are more likely to have ties of dependence and familiarity to their communities, which will ensure they protect their reputation and relationships among neighbors and customers. One study of European SMEs notes that on average, 67.5% of them report practicing some form of external socially responsible activity on a regular basis, such as supporting a local charity (European Commission, 2002). The main reasons cited for these efforts were "improvement of the loyalty of customers" and "better relations with the community" (European Commission, 2002). 

The presence of SMEs also correlates with several economic factors, including the growth of a nation's gross domestic product (GDP). Although evidence for a direct causal relationship remains limited in most cases (see Beck et. al., 2005), there are many acknowledged benefits of SMEs in growing an economy (e.g., Levine, 2005). For example, one major investment firm ordered case studies of ten businesses in its SME portfolio and found significant benefits for employees, the community and the local economy.1 Recent bodies of research, including a report produced by the United Nations Industrial Development Organization (UNIDO), support these findings, showing that there is widespread consensus that SMEs: 

· Are labor-intensive, providing more opportunities for low-skilled workers; 

· Are correlated with lower income distribution inequality; 

· Are an important part of the supply chain for large MNCs (Luetkenhorst, 2004); 

· Are necessary for agriculture-dependent nations transitioning to an industrial- and service-oriented economy2; 

· Are excellent "beta-sites" for innovation and sustainable initiatives due to their inherent flexibility and risk-taking ability (Raynard and Forstater, 2002)--examples include Verdant Power or Energia Global; and 

· Provide all of these crucial benefits in developing countries despite their relatively smaller presence (Patricoff and Sunderland, 2005).

News & events of SMEs Companies
· 25 July 2008- Assisting SMEs to Manage the Impact of Higher Costs - Small and medium enterprises (SMEs) are an important segment of the economy accounting for 99.2% of total business establishments, employing 5.6 million of the work force and contributing about 32% of gross domestic product. To ensure that SMEs remain viable, the Government wishes to announce the following measures to assist SMEs to better manage the impact of higher costs on their operations. The measures are aimed at:providing avahues for SMEs to seek assistance & enhancing efficiency and productivity of SMEs.
· 25 July 2008 – Handing Over of National SME Development Council Secretariat Function to SMIDEC- Bank Negara Malaysia is pleased to announce the official handover of the National SME Development Council (NSDC) Secretariat function to the Small and Medium Industries Development Corporation (SMIDEC). With expanded functions, SMIDEC will be transformed into the SME Central Coordinating Agency, to be known as SME Corporation Malaysia (SME Corp).
· 03 June 2008 – Developing and Strengthening SMEs Performance and Contributions to the Economy - The National Small and Medium Enterprise Development Council convened its eighth meeting today and endorsed several key initiatives to promote a competitive and resilient small and medium enterprise (SME) sector. Chaired by YAB Prime Minister, the Council comprises 16 Members of Cabinet and Heads of 3 Agencies involved in SME development. The Council formulates the broad policies and strategies, and oversees coordination to enhance the effectiveness of Government programmes for SME development.
· 14 Sept 2007 – Key Decisions of the Seventh National SME Development Council Meeting - The National Small and Medium Enterprise Development Council convened its seventh meeting today and endorsed several key initiatives to further promote a competitive and resilient small and medium enterprise (SME) sector. Chaired by YAB Prime Minister, the Council comprised Ministers and Heads of 19 key Ministries and Agencies involved in SME development.
· 14 Sept 2007 - SME Annual Report 2006(SMEs -Increasing Contribution to the Economy) - This year's report is part of focused efforts on raising awareness amongst SMEs on the range of Government services available. We need to ensure that SMEs fully utilise the Government incentives and programmes specially created to enhance our capabilities to compete regionally and globally
