09/ 11/ 1998
Hel p the smal |l busi nesses, Abac calls

Hami sah Hami d
THE Apec Busi ness Advi sory Council (Abac) has called for i mediate
nmeasures to ensure the survival of small- and nmedi um scal e enterprises.

It saidin areport to Apec | eaders that this was especially inportant
because these i ndustries provi de the bul k of enpl oyment i n the menber
economni es of the Asia Pacific Econom c Cooperation (Apec).

Abac chairman Tan Sri Tajudin Rami said the SVEs are facing a grave
situation where thousands of small busi nesses have col | apsed and nany nore
are threatened in the current regional financial crisis.

"I'n the process, scores of workers and fanilies are becom ng unenpl oyed.
The problemis extrenely serious in a nunber of econom es.

"I medi ate action is needed to ensure the short-termsurvival and
ultimate long-termheal th of the SMES," he said in the 1998 Abac Report to
Economi c Leaders

The report was presented to Prine M nister Datuk Seri Dr Mahathir
Mohamad on Fri day.

Dr Mahat hir, who hol ds the Apec chair, is schedul ed to present the
report to the | eaders when they neet at the Kual a Lunpur informal summt
on Novenber 17 and 18.

Tajudin, who is al so Mal aysia Airlines executive chairman, sai d Abac's
recomendations are divided into two categories - the nurturing of a
financial climate to support SME operations and the pronoti on of
enpl oynment and busi ness conditions critical for the devel opnment of SMEs.

Suggested initiatives to put in place a nore favourabl e financi al
envi ronnment include creating financial institutions to support SMEs,
devel opi ng performance-based | endi ng practices, and encouragi ng banks to
all owloan restructuring and provi ding credit on an equal and open basi s.

O her measures which shoul d be considered, it said, are the provision of
m cro-lending, allocation of funds fromthe International Mnetary Fund
(IMF) to provide lowinterest |oans to SMEs, and short-termtax relief.

As for the pronotion of enpl oyment and busi ness opportunities for SMEs,
Abac proposes that | arge corporations be encouraged to use SMES on sub-
contract basis. It al so said governnments agenci es should turn nore to SMES
when pur chasi ng goods and servi ces.

In addition, the paper suggested t he unbundling of conponents of
infrastructure projects toincrease opportunities for SME participation,
centralisation of sal es opportunities through el ectronic networking, and
pursuit of mcro-business devel oprent.

There are over 40 m|lion SMEs throughout Apec.

On ways to overcone the financial crisis, Abac stresses that a stable
financial environnent is necessary for trade and i nvestnent to fl ourish

"W thout financial stability, the benefits of trade |iberalisation
cannot be fully realised," Tajudin said.

One of regional initiatives proposed is the establishment of a mechani sm
to enhance the credit-standi ng of governnent bonds, denom nated in hard
currenci es and i ssued by af fect ed econoni es, through guar ant ees,
exchangeabl e government bonds or col | ateri sed bond obligations.

Mechani sns are al so required to cushion the i npact of currency
instability onthe private sector, including nultilateral currency swap
structures, it said, adding that the | MF has to broaden its approaches by
taking into account the social inplications of its progranmes.

On e-comerce, Abac believes that the private sector should rightly take



the | ead whil e governments can prepare the franework for cross-border
consuner protection.

However, governments shoul d avoid i ntroduci ng new | ans when exi sting
ones can be applied to lay out the framework, it said.

"One area in which e-comerce nay be pronoted in government is through
maxi mumusage of technol ogy i n governnent operations, such as on-line tax
payment and procuremnent.

“I'n |i ke manner, e-commerce provi des great opportunities for SMEs,

m ndf ul that the need for educational and training programes will be
paranount,” Taj udi n said.

He al so call ed on governments to address squarely the Y2K i ssue as
through the very process of globalisation, the problens faced by small er
menber econoni es have been systemically linked to the nore devel oped
nenber econom es.

Tajudin warns that even if 20 per cent of all systens fails to nake the
switchover by the turn of the century, the potential inpact on all Apec
econonmies will be trenendous.
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