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ABSTRACT. Small and medium enterprises (SMEs) play a very important 
role in the economy of Indonesia and Malaysia. Small and medium enter-

prises (SMEs) have been regarded as the backbone of industrial develop-

ment in these countries. This article tries to analyze how the government's 

role in developing SMEs in these countries. The findings of this study are 

that SMEs in both countries face several similar problems, especially from 

foreign competitors and access to business opportunities, but both have dif-

ferent approaches. The SME development program in Indonesia is intended 

as a conscious effort to encourage local private companies. This strategy 

was implemented to support the formation, development and later interna-

tionalization. Internationalization was emphasized when Indonesia opened 

an economy where free trade and globalization were his soul. In that effort, 

no protection was provided other than support. The government's strategy 
is to increase Money, Managerial, Market, and Knowledge that it does. To 

increase access to global markets, the government helps SMEs in terms of 

competence, connections and capital. The government requires multina-

tional companies to serve both as mentors and as market outlets for their 

products. The target is to achieve international competitiveness from SMEs 

through technology and international marketing requirements such as 

global standards and quality with hope, SMEs will become price partners 

in the development of Indonesia's economy in the future. While in Malaysia, 

SME development is part of efforts to restructure economic activities 

among ethnic groups. The National Strategy for SME development is also 

put in place. There is a synergistic effort among government agencies to 
develop SMEs. Bank Negara Malaysia plays an active role in supporting 

and financing SMEs. But SMEs in both countries experience relatively simi-

lar problems, namely labor problems. In Indonesia, not a few people look 

down on SMEs and choose to work in larger companies. There is still a 

thought about the large income gap by working for SMEs compared to 

large companies. Even though it is not necessarily big income in the com-

pany in line with the productivity of its workers. The same thing is actually 

experienced in Malaysia and is a big challenge in building SMEs. 

Keywords: Small and Medium Enterprises (SMEs), Indonesia, Malaysia 

INTRODUCTION 

Small and Medium Enterprises (SMEs) are business sectors that have an important role in 

the national economy of a country. SMEs are always an interesting economic and political 

problem to discuss. It is a common view that SME development demands the role of the gov-

ernment. Related to the issue of SMEs is the issue of economic participation in the economy 

mailto:rmustiraya@gmail.com
mailto:sudrajatade128@gmail.com
mailto:dermaones@gmail.com


Proceedings of the5th of International Seminar on Border Region 
4thMay, 2019 Chiang May.  

Paper No.  
000 

 

2 

 

so that the issue that follows the development of SMEs is to develop community economic 

development. In various developing countries, especially Indonesia and Malaysia, this issue is 
significant because lagging bumiputera is economically a sensitive political issue. 

Many studies have been conducted on the competitiveness of SMEs with varied results. 

One of the most important is the results of research from Man, Lau & Chan (2002), who tried 

to analyze the level of competitiveness of MSMEs by combining the concepts of competitive-
ness and entrepreneurial competence. The results of the analysis are; First, competitiveness is 

a continuous process, and not a static process. Second, competitiveness models in the context 

of companies or SMEs need to consider three dimensions of competitiveness, namely poten-
tial, process, and performance. 

Small and medium enterprises (SMEs) are very important for developing countries like In-

donesia but simultaneously challenge policy makers who want to support their growth. In-
cluding micro companies (companies with fewer than five employees), SMEs are responsible 

for more than 97 percent of total employment in Indonesia and represent 99 percent of all 

companies. Small companies tend to be labor intensive and relatively unproductive, usually 

using technology that is outdated or less sophisticated to produce goods. As a consequence, 
SMEs only produce 57 percent of Indonesia's total value added output (Mourougane, 2012). 

The main challenge for the Indonesian government is how to encourage SMEs to grow so 

that they and the industries they operate can benefit from the dynamics of economies of scale, 
contribute to Indonesia's economic growth, and provide more employment opportunities for 

the people of Indonesia (Burger, et.al, 2015). 

Meanwhile, the development of SMEs in Malaysia is the government's top priority. Atten-

tion to SMEs has existed since the 1970s through the New Economic Policy in 1971 which 
essentially built for the prosperity of the people and encouraged an ethnically balanced eco-

nomic structure. Commitment to SMEs is also evident from the contents of the Industrial 

Master Plan (IMP2) and Industrial Mater Plan (IMP3) 2006-2020. In the 2020 vision, SME 
development also has an important place. SMEs in Malaysia contribute a large part of the 

total business in various sectors, and contribute significantly to GDP. As in many other coun-

tries, SMEs in Malaysia are involved in a variety of industries (Saleh & Ndubisi, 2006). 
The Malaysian government seeks to build competitive and resilient SMEs as part of build-

ing equitable economic prosperity and building national competitiveness. This determination 

is clearly seen in the IX Malaysia Development Plan and the establishment of the SME De-

velopment Council (NSDC). NSDC is an important and strategic part of Malaysian SME de-
velopment because the strategic and operational plans for SME development must be ap-

proved by NSDC. 

There are fundamental differences between the development of SMEs between Indonesia 
and Malaysia. Although the form of policy is relatively the same, but in a different vision. In 

Indonesia the vision of SME development is to increase competitiveness to enter markets 

abroad. From that goal all policies are based. Whereas in Malaysia the vision of developing 
SMEs is to improve competitiveness and ability to face foreign SME products (Mongid and 

Notodihardjo, 2011). 

But SMEs in both countries experience relatively similar problems, namely labor prob-

lems. In Indonesia, not a few people look down on SMEs and choose to work in larger com-
panies. There is still a thought about the large income gap by working for SMEs compared to 

large companies. Even though it is not necessarily big income in the company in line with the 

productivity of its workers. The same thing was actually experienced in Malaysia and a big 
challenge in building SMEs (http://marketeers.com). 

In Malaysia, the level of education is a determinant of SME performance. At the Ministry 

level, it is in line with the Malaysian Government Transformation Program in the Critical 

Agenda Project (CAP) aimed at entrepreneurship education and development. The Ministry of 
Education Malaysia (MOE) (formerly known as the Ministry of Higher Education) has target-
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ed that the number of students affected by entrepreneurial activity is increasing, thus educa-

tion is a determining factor for the development and improvement of SME performance 
(Caraka in Yatmi, 2018). 

Meanwhile, the educational background of SME owners in Indonesia starts from elemen-

tary, junior high, high school and graduate level (S1). The growth of higher education-based 

entrepreneurs continues to be increased to strengthen the competitiveness of national produc-
tion. At present most SME owners in Indonesia still have elementary to junior high school 

education. The low level of education affects the ability of SMEs to face market competition. 

At present the number of small micro entrepreneurs on average from elementary school to 
junior high school reaches 57.9 million people or reaches 8.7 percent with a contribution of 

57 percent of Gross Domestic Product (GDP). While large businesses are only 0.01 percent 

with a contribution of 43 percent to GDP (Republika, 2018). 
The other biggest problem faced by SMEs in Indonesia and Malaysia is the lack of access 

to financial services, especially from formal institutions (both bank and nonbank). The prob-

lem of access to financial resources for SMEs is when business activities that will be funded 

internally if resources are available, do not get support from external financial institutions. 
The absence of financial support for SMEs may be due to high costs of conducting business 

activities which implies that SMEs are too expensive to access external financial resources. In 

addition, some argue that high costs in doing business can ultimately hamper economic com-
petitiveness. The ERIA SME research found that access to finance was the most important 

factor for SMEs in determining regional competitiveness (Thanh, et. al., 2009). 

Based on the above description, the author feels interested in comparing the role of the 

governments of the two countries in developing MSMEs. Therefore, this article tries to ex-
plore the basic but difficult questions about how growth for SMEs in Indonesia and Malaysia 

and what role the Indonesian and Malaysian governments should play in encouraging SME 

growth. 
 

GOALS 

As for the purposes of this paper are as follows: 
1. To find out the government's role in developing SMEs in Indonesia. 

2. To find out the government's role in developing SMEs in Malaysia. 

 

CONCEPTUAL FRAMEWORK 
This framework was developed based on a broad literature review to identify the role of 

government in developing SMEs. The literature review identifies three main constructions 

that can explain the role of government in developing SMEs, namely, (1) potential, (2) pro-
cesses, and (3) performance. The proposed conceptual framework is shown in figure 1 below: 

 

 
 

 

 

 
 

Figure 1. Conceptual Framework. 

 
Figure 1 illustrates the proposed conceptual framework that combines SME development 

through effective and efficient government policies. 
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This research was conducted using descriptive methods with a qualitative approach. Quali-

tative research is research that produces analytical procedures that do not use statistical analy-
sis procedures or other quantification methods (Moleong, 2009). Data collection in this study 

was conducted through the collection of extensive literature studies and surveys. Literature 

studies are carried out by gathering several previous similar studies which include: research 

reports, journal articles and textbooks, both on-line and off-line. 

 

DISCUSSION 

The Role of the Government in Developing SMEs in Indonesia 

In Indonesia, the general term used is Micro, Small and Medium Enterprises (MSMEs) ra-

ther than SMEs, but has the same meaning. In Indonesia, the common names used are Micro, 

Small and Medium Enterprises (MSMEs) rather than SMEs, but have the same meaning. To 
make it unite in this thesis, the term that will be used is UKM. MSMEs in Indonesia are regu-

lated in the Law of the Republic of Indonesia Number 20 of 2008 concerning Micro, Small 

and Medium Enterprises (MSMEs). 

SMEs in Indonesia also make a major contribution to the Indonesian economy, especially 
during the 2008-2009 financial crisis. During that dark year, SMEs contribute to job growth 

and provide a stable reduction in poverty rates. This proves the theory that SMEs contribute 

more to employment in low-income countries than in high income countries (Ayyagari, et. al, 
2011). Outside of a dark year, SMEs actually contribute more to economic growth than large 

companies because of their dependence on formal markets and credit so they can respond 

quickly compared to large companies (Berry, Rodriguez & Sandee, 2001). 

There are several standards for classifying SMEs into various categories, such as number 
of employees, net assets, level of sales and investment. In Indonesia, the SME category is 

based on net assets and annual sales revenue. In accordance with the Indonesian SME Law, 

micro-enterprises are defined as companies with net assets of less than Rp 50 million (exclud-
ing land and buildings) or companies that have annual total sales of less than Rp 300 million. 

Small companies are companies with net assets of IDR 50 million to IDR 500 million (ex-

cluding land and buildings) or with total annual sales of IDR 300 million to IDR 2.5 billion. 
Medium-sized companies are those that have net assets of Rp. 500 million to Rp. 10 billion 

(excluding land and buildings) or with total annual sales of Rp. 2.5 to 50 billion. 

In addition to regulating SME criteria, the Indonesian SME Law also regulates business 

environment, business development (production and processing, marketing, human resources, 
and design and technology), funding and guarantees, partnerships, and administrative and 

criminal sanctions in connection with violence - Indonesian SMEs. 

The three largest SME sectors in Indonesia are, first, agriculture, the second is trade, hotels 
and restaurants, and third, manufacturing industries. Other sectors are simple traditional man-

ufacturing activities such as wood products, furniture, textiles, garments, footwear, and food 

and beverages (Tambunan, 2008). 
The important role of SMEs is also realized by the Indonesian government. The command-

er of SME development in Indonesia is the Minister of Cooperatives and MSMEs. Minister of 

Cooperatives and MSMEs, members and administrators of cooperatives throughout Indonesia 

and MSME owners throughout Indonesia to have a strong commitment to improve the Indo-
nesian economy through the following ways, including: 

1. Provision of capital and access to financial resources and institutions as well as providing 

convenience in administering administration to obtain capital from financial institutions. 
2. Improve the quality and capacity of HR competencies through education and training both 

conducted by the government and by cooperatives or MSMEs themselves. 
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3. Improve the marketing capabilities of MSMEs. Providing education regarding marketing 

or by opening / recruiting professionals who are experts in marketing. 
4. Increasing business information access for MSMEs. 

5. Establishing mutually beneficial partnerships between business actors (MSMEs, Large 

Businesses and BUMNs). 

6. Conducting / making the program goes to goals, namely directly to the goals or objectives 
by providing assistance both capital, concepts, and things needed by cooperatives and 

MSMEs or by targeting individuals who have entrepreneurial spirit with the existence of 

prudential principles and an investment manager.  
Empowerment of Micro, Small and Medium Enterprises (MSMEs) is an integral part of 

national development which aims to create a just and prosperous society. In the economic 

development explicitly the 1945 Constitution emphasized the implementation of the principle 
of kinship and the implementation of a national economy based on economic democracy. In 

this case the empowerment of MSMEs is directly related to life and improving welfare for 

most of the Indonesian people (pro poor). In addition, its potential and strategic role has prov-

en to be a pillar of strength and national economic growth (pro growth). The existence of 
MSMEs that are dominant as national economic actors is also a vital subject in development, 

especially in the context of expanding business opportunities for new entrepreneurs and em-

ployment and reducing job projection. 
Based on the description above, it is very evident that MSMEs are a force in the imple-

mentation of popular economy. Therefore, the existence of MSMEs must be protected and 

empowered by the government. In Law Number 20 of 2008 concerning MSMEs, it is defined 

that empowerment is an effort made by the Government, Regional Government, Business 
World and Society in a synergistic manner in the form of climate growth and business devel-

opment towards MSMEs so that they can grow and develop into strong and independent busi-

nesses . 
Although Micro, Small and Medium Enterprises have demonstrated their role in the na-

tional economy, they still face various obstacles and constraints, both internal and external. 

As a business whose business scope and members are (generally) small people with limited 
capital and limited managerial capabilities, MSMEs are very vulnerable to economic prob-

lems. It should be underlined that more and 51 million businesses exist, or more and 99.9% of 

businesses are Micro and Small Enterprises, with a business scale that is difficult to develop 

because it does not reach economical business scale. With individual business entities, most 
businesses are managed in a closed manner, with business legality and institutional admin-

istration being very inadequate. Efforts to empower MSMEs are increasingly complicated 

because the number and reach of MSMEs is so large and widespread, especially for disadvan-
taged, isolated and border regions. 

The Law has mandated the Indonesian government to develop SMEs. In Law Number 20 

of 2008 concerning MSMEs, it is stated that the role of government is as follows: 
1. Together with the Regional Government to carry out supervision and control of business 

opportunities (Article 13). 

2. Together with the Regional Government carry out trade promotion activities (Article 14, 

paragraph 2). 
3. Together with the Regional Government to facilitate business development in the fields of 

production and processing, marketing, human resources, and design and technology (Ar-

ticle 16 paragraph 1). 
4. Compile Government Regulations regarding the procedures for development, priority, 

intensity, and duration of business development in question (Article 16 paragraph 3). 

5. Together with the Regional Government to provide funding for Micro and Small Enter-

prises (Article 2l). In this case the Government, Regional Government, and the business 
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world can provide grants, seek foreign assistance, and seek other legitimate and non-

binding financing sources for Micro and Small Businesses (Article 2l paragraph 4). 
6. Providing incentives in the form of easy licensing requirements, relief of facilities and 

infrastructure tariffs, and other appropriate forms of incentives with the provisions of laws 

and regulations to businesses that provide financing for Micro and Small Enterprises (Ar-

ticle 21 paragraph 5). 
7. Increasing the source of financing for Micro and Small Businesses (Article 22). 

8. Together with the Regional Government, increasing the access of Micro and Small Enter-

prises to sources of financing (Article 23 paragraph 1). 
9. Together with the Regional Government to empower Middle Enterprises in the field of 

financing and guarantees (Article 24). 

10. Together with the Regional Government, the business world and the community facilitate, 
support and stimulate partnership activities, which need each other, trust, strengthen and 

benefit (Article 25 paragraph 1). Partnerships between Micro, Small and Medium Enter-

prises and Partnerships between Micro, Small and Medium Enterprises with Large Busi-

nesses include skills transfer processes in the fields of production and processing, market-
ing, capital, human resources, and technology (Article 25 paragraph 2). 

11. The Minister of Cooperatives and SMEs and other technical Ministers regulate the provi-

sion of incentives to Large Businesses that make partnerships with Micro, Small and Me-
dium Enterprises through innovation and export-oriented product development, employ-

ment, use of appropriate and environmentally friendly technologies, and conducting edu-

cation and training (Article 25 paragraph 3). 

12. The Minister of Cooperatives and SMEs can form a national and regional business part-
nership coordination agency to monitor the implementation of partnerships (Article 34). 

13. Prohibiting Large Businesses from owning and / or controlling Micro, Small and / or Me-

dium Enterprises as their business partners in implementing partnership relationships (Ar-
ticle 35). 

14. Prohibiting Medium Enterprises from owning and / or controlling Micro Businesses and / 

or Small-scale Business partners (Article 35). 
15. The Minister of Cooperatives and SMEs coordinates and controls the empowerment of 

Micro, Small and Medium Enterprises (Article 38 paragraph 1). 

16. Regulate and stipulate Government Regulations concerning procedures for administrative 

sanctions for the release of Law Number 20 of 2008 concerning Micro, Small and Medi-
um Enterprises (Article 39 paragraph 3). 

In connection with the mandate of the Law, the government implemented various pro-

grams aimed at empowering SMEs. The programs include the National Entrepreneurship 
Movement (GKN) program and the provision of People's Business Credit (KUR). 

 

The Role of the Government in SME Development in Malaysia 

SME development is one of the main priorities of the Malaysian government. Attention to 

SMEs has existed since the 1970s through the New Economic Policy in 1971 which 

essentially built for the prosperity of the people and encouraged an ethnically balanced 

economic structure. Commitment to SMEs is also evident from the contents of the Industrial 
Master Plan (IMP2) and Industrial Mater Plan (IMP3) 2006-2020. In the 2020 vision, SME 

development also has an important place. 

The Malaysian government seeks to build competitive and resilient SMEs as part of 
building equitable economic prosperity and building national competitiveness. This 

determination was clearly seen in the IX Malaysia Development Plan and the establishment 

of the UKM Development Board (NSDC) in 2004. NSDC became an important and strategic 

part of SME development in Malaysia because the strategic and operational plans for SME 
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development must be approved by NSDC. NSDC is chaired by the Prime Minister and 

consists of 15 ministers and heads of the four main economic institutions directly involved in 
SME development. Bank Negara Malaysia is the secretary and venue of the Council's 

secretariat office. 

NSDC's scope of work includes: (1) Formulating general policies and strategies to 

facilitate the overall development of SMEs in all sectors. (2) Overview of the roles and 
responsibilities of the Government and Departments and Institutions responsible for the 

development of SMEs. (3) Increase cooperation, coordination to ensure effective 

implementation of SME development, policies and action plans. (4) Encourage and 
strengthen the role of the private sector in supporting the overall development of SMEs. (5) 

Give priority to the development of Bumiputera SMEs in all economic sectors (Mongid and 

Notodihardjo, 2011). 
Malaysian SMEs in activity are dominated by economic activities related to the 

manufacturing industry. In the general policy of SME development, it is how to include 

SMEs as part of the development value chain of the manufacturing industry. SMEs engaged 

in the Malaysian manufacturing industry are involved in activities such as processing and 
producing raw materials, for example, food, beverages, textiles, petroleum, wood, rubber and 

assembling and manufacturing electrical and electronic equipment and components. The 

number of Malaysian MSMEs is more than 90 percent of the total manufacturing companies 
in this country. 

There are several challenges and obstacles faced by Malaysian MSMEs. As a result they 

feel they cannot grow further and put them in a difficult position to face new challenges aris-

ing from globalization, liberalization and broad organization, institutional and technological 
change. It has been documented that the obstacles faced by SMEs in Malaysia undermined 

their performance. Some studies state the challenges faced by SMEs in the global environ-

ment, for example, lack of financing, low productivity, lack of managerial capabilities, access 
to management and technology, and heavy load regulations, among others (Mongid & No-

rodihardjo, 2011). 

In addition, Malaysian MSMEs face other challenges that have been highlighted by the 
APEC survey, namely MSMEs in Malaysia face many challenges, which can be summarized 

as follows: (1) lack of a comprehensive framework in the form of policies towards the devel-

opment of MSMEs. (2) Too many institutions for MSMEs without effective coordination. (3) 

MSMEs in Malaysia still occupy land or sites that are not approved for industrial use. (4) 
Underutilization of technical assistance, consulting services and other incentives owned by 

the government and its institutions. (5) There is a shortage of skilled and talented workforce, 

which affects the quality of production and efficiency and productivity. (6) Deficiencies in 
utilizing various incentives provided by the promotion of the Investment Law of 1986 and the 

1967 Income Tax Act. 

MSMEs in Malaysia face new challenges, both domestically and globally. These challeng-
es include intensifying global competition, competition from other producers (for example, 

China and India), limited capacity to meet the challenges of market liberalization and globali-

zation, limited capacity for management of technological knowledge, low productivity and 

quality output, lack of skills for the environment new business, limited access to finance and 
capital and what is important is the initial funding for business development. Another chal-

lenge still faced by Malaysian MSMEs is the lack of access to finance, human resource con-

straints, limited or inability to adopt technology, lack of information about market and cus-
tomer potential and global competition. What's frightening is the results of a study that stated 

more than 1,200 decision makers from Asian MSMEs stated that 73 percent of respondents 

considered Chinese MSMEs to be more competitive than MSMEs in their own countries. 

After identifying some of the challenges faced by MSMEs in Malaysia, there are several 
government and institutional strategies that are responsible for developing MSMEs in Malay-
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sia. First, the government educates MSME practitioners while providing incentives available 

to them and how to access them. This incentive is given as a business that truly cares for the 
success and sustainability of MSMEs in this country. The government provides incentives 

through many channels but in practice creates confusion between MSMEs and opens oppor-

tunities for third parties (for example, a consultant or agent) to obtain undue benefits by acting 

as a mediator between MSMEs and the government. This makes access to these incentives 
impractical and expensive for small businesses. Therefore, the government must avoid giving 

incentives through too many agents, and also dismantle bureaucratic procedures that cause 

inefficiencies in government and project initiatives. 
The government must also increase the number of SME development centers that offer 

consulting and expert services for MSMEs, and involve more experts in different fields (for 

example, IT, financial planning, marketing planning and others). This must ensure that 
MSMEs have access to these incentives at affordable costs and in a more effective way. The 

efficiency and effectiveness of the incentive system is very important for absorption and utili-

zation. 

Regarding the access of the poor to funding, even though the Malaysian government has 
allocated funds under the Eight Plans of Malaysia and delivered them through agencies, there 

are many complaints by MSMEs regarding criteria that must be met to access these funds, and 

bureaucracy at the institution. In addition to difficulties in meeting the requirements for these 
funds, MSMEs also have difficulties because of the problem of transparency, therefore BNM 

provides clear financing guidelines. Another program that has been implemented is to develop 

Bumiputera entrepreneurs to become vendors in certain industries by matching them with 

company requirements. The bank will work with vendors to support smaller MSMEs under 
the umbrella of funding and consultation programs. 

Development of MSMEs, programs implemented by various government departments & 

institutions are based on 3 main strategic designs aimed at: (1) activating and strengthening 
business infrastructure. This policy provides convenience by reviewing and amending, guide-

lines, standards, licensing requirements and fiscal incentives that regulate the operations and 

activities of MSMEs and entrepreneurs to develop and improve physical infrastructure, man-
agement information, regulations and operations. (2) Development of the capacity and capa-

bilities of domestic MSMEs. Policies or programs to enhance the knowledge, skills and capa-

bilities of MSMEs and their employees to improve their performance, growth and competi-

tiveness through the development of new entrepreneurs, human development capital, service 
advisors, enhancement technology and product development, marketing and promotion. (3) 

Increasing access to finance. Policies and programs to ensure adequate access to financing to 

support the growth and development of MSMEs in all sectors by providing initial capital, 
business expansion by financing and repairing or rehabilitating businesses. 

In addition to the government or department, Malaysia develops methods for developing 

MSMEs by forming various institutions or utilizing existing institutions with the additional 
task of assisting MSMEs. In addition to the Government Department, there are 26 state insti-

tutions tasked with helping to develop MSMEs and in their operations, the performance of the 

institution is measured by the success of building MSMEs. In order to support the competi-

tiveness of MSMEs, policies to encourage high competitiveness are carried out through sev-
eral activities, including linking MSMEs as part of regional and global supply chains. En-

couraging MSMEs to become part of multinational companies operating in Malaysia is done 

by providing incentives for international companies while at the same time facilitating 
MSMEs to become part of the operations of global companies. MSMEs are encouraged to 

improve basic competencies in production and design according to international standards. 

Providing subsidies for MSMEs that will implement the glo-bal standard in their operations 

and encourage efficiency and competitiveness. 
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The Malaysian government encourages SMEs to make productive innovations. The gov-

ernment issued a large amount of funds for this purpose. To encourage the competitiveness of 
MSMEs, the Malaysian government encourages MSMEs to enter activities that have high 

added value. For MSMEs, apparel and furniture, are directed to their own designs and to 

make branding and register with panten institutions. Food MSMEs are directed to become 

producers of bio-organic and halal food so that the strength of Malaysia as the largest produc-
er of halal food is stronger. Palm oil producers are directed to become palm-based food pro-

cessors such as margarine. In addition, the linkage model between MSME companies is en-

couraged to increase their role in the global market. 

 

CONCLUSION 

SME development in Indonesia and Malaysia is carried out very seriously even though 
there are fundamental differences in SME development between the two countries. Although 

the form of policy carried out by the government is relatively the same, but in a different vi-

sion. In Indonesia, the development of SMEs is part of an effort to encourage further econom-

ic development. So far, multinational companies are a very significant economic power in 
Indonesia. Therefore the government cooperates with multinational companies to carry out 

technical know-how diffusion, including improving the skills and expertise of whether it is 

production or finance. They have also helped Indonesian SMEs to be better because they are 
linked to centers of international trade and finance. Multinational companies are not only 

SME trainers but can also provide market outlets for their high-quality products. The ultimate 

goal of SME development is to maintain international competitiveness. Although many finan-

cial assistance incentives and schemes are available for all SMEs, there is also a special em-
phasis on winners. This is not surprising because the goal is for SMEs to contribute effective-

ly to Indonesia's future development, namely in encouraging Indonesia's position to remain 

competitive. Foreign residents who invest in Indonesia will be given special residence status 
as a form of this policy. 

While in Malaysia the vision of developing SMEs is to improve competitiveness and the 

ability to deal with foreign SME products. In Indonesia the vision of developing SMEs is to 
increase the penetrating power to enter overseas markets. From that goal all policies are 

based. Regarding the access of the poor to finance business establishments is generally avail-

able. In Malaysia, the role of the government in developing SMEs is very strong because it is 

part of the political process. The Malaysian government allocated funds under the Eight Plans 
of Malaysia and delivered them through various institutions. Another program that has been 

implemented is to develop bumiputera entrepreneurs to become vendors in certain industries 

by matching them with company requirements. The bank will work with vendors to support 
smaller SMEs under paying funding and consulting programs. SME development, programs 

implemented by various government departments & institutions are based on three (3) key 

strategic designs which include strengthening business infrastructure, developing capacity and 
capabilities of domestic SMEs and increasing access to finance. SME banks in Malaysia also 

have special programs, namely schemes for rural economic development, special programs 

are formed in rural areas to encourage entrepreneurship in which banks collaborate with the 

Ministry of Rural Development. 
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