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Session I: ""Asia-Pacific Perspectives on Entrepreneurship ™
Keynote Paper (1)

by CHUA Bee-Leng,
Associate Professor, Department of Management,
Faculty of Business Administration, The Chinese University of Hong Kong (Hong Kong)

1. "Overview""

For the past half century, entrepreneurship has thrived in Hong Kong and entrepreneurs there are
well respected. Hong Kong’s institutional, physical, financial, legal and labor infrastructures
encourage new enterprise development and enable existing companies to operate unfettered by
onerous regulations and laws. Hong Kong has a fair and transparent legal system, economic policies
that allow the free flow of capital and currency, no tariffs, and a simple tax system with low tax
rates. The government, which is efficient, fair and honest, is committed to building an environment
that fosters fair competition and new business development, particularly in the technology sector.
Although the Asian economic crisis and recent economic downturn have dampened business
confidence in Hong Kong, the entrepreneurial climate remains healthy. Business start-ups are on the
rise despite the difficulties SMEs have accessing formal financing and venture capital.

The economies of Hong Kong and Mainland China are increasingly intertwined. The Chinese
government has largely supported Hong Kong’s commercial activities, and Hong Kong SMEs have
experience manufacturing in China and exporting to the world. However, China’s accession to the
WTO will pose new challenges. As China opens its markets to the world, China will become Hong
Kong’s primary market. Yet, Hong Kong faces new competition from foreign firms now able to
invest directly in China. If Hong Kong’s SMEs are able to leverage their past successes and
experience with China’s markets and create new business strategies for competing in China’s open
marketplace, they will be able to meet these new challenges.

2. "'Rate of Start-ups"'
1) “Business churning” is a sign of Hong Kong’s entrepreneurial health, with the numbers of new
companies showing an upward trend, exceeding the numbers of businesses that shut down.

3. ""Cultural/Demographic Factors"

1) Hong Kong entrepreneurs are respected and valued for their success; failure is not stigmatized.
2) Women comprise 43 percent of Hong Kong’s labor force, with increasing numbers of women
working in the export trade sector and aspiring to own their own businesses.

3) Hong Kong’s aging population may present new opportunities for SMEs, with an increase in the
numberof well-heeled older investors who are able to support new business development.

4. ""Business Environment''

1) Hong Kong’s economy grew just 0.1 percent in 2001 in the midst of the global economic
slowdown and it continues to peg the Hong Kong dollar to the U.S. currency despite debate.

2) Entrepreneurs have limited access to formal financing or venture capital and instead rely on
personal savings or money borrowed from family and friends.

3) Interest rates on loans remain low and there is no capital gains tax in Hong Kong, yet there is a




decline in credit demand following the Asian financial turmoil and the weakening economy. This,
among other factors, has affected banks thus they may have to look to mainland China for lending
opportunities.

4) Business failures remain high in 2002, although the failure rate has declined slightly; there is no
framework for bankruptcy such as Chapter 11, although certain initiatives have been proposed.

5. "Role of the Government"*

1) Hong Kong’s government sponsors a number of programs designed to support the development
of SMEs and foster technological innovations and upgrades.

2) The cost of sitting and operating a business in Hong Kong is high; however, Hong Kong’s
physical infrastructure includes excellent telecommunications, and several institutional support and
incubation programs area available for technology companies.

3) Well-established programs provide professional support to new and existing businesses,
including the consulting and advisory services of the Support and Consultation Centre for SMEs,
the Hong Kong Productivity Council, the Hong Kong Trade Development Council and the
Vocational Training Council.

4) Hong Kong’s tax system, which is simple and low with no value-added or capital gains taxes, has
made Hong Kong an attractive place for businesses.

5) The lack of a social security program in Hong Kong (other than a program for the destitute) may
have contributed to the entrepreneurial spirit there, by stimulating self-reliance and a strong work
ethic.

6) Hong Kong’s legal system, which is based on the British Common Law system, is transparent,
sound and efficient, and it adheres to the Rule of Law; Hong Kong is consistently rated one of the
least corrupt places in Asia.

7) Intellectual Property Rights enforcement is vigorous.

8) According to a report of the Global Entrepreneurship Monitor, the educational system in Hong
Kong, which continues to encourage rote memorization and de-emphasizes independent thinking
and creativity, is not preparing youth for a knowledge-based economy.

6. ""Recommendation”’

1) Hong Kong should invest in social capital, by changing the expectations and cultural “mindset”
of Hong Kong people towards becoming more entrepreneurial, which may be the building block of
economic capital.

Session I: ""Asia-Pacific Perspectives on Entrepreneurship ™
Keynote Paper (2)

by LIU Yingqiu,
Professor, Chinese Academy of Social Sciences (China)

1. "Overview'"
The Third Plenum of the 11th Central Committee of the Communist Party of China (CCP) in 1978




provided a major impetus to the development of the private sector by encouraging economic
modernization, growth and development. Private sector economic activity received a second boost
in 1992 with Deng Xiaoping’s “South Touring Talk” in which he advocated policies that promoted
the expansion of private entrepreneurship and foreign investment. Since then, the growth of the
private sector has been responsible for the accelerated growth of China’s GDP and economy.
Employment in the private sector is expanding and contributing to a rising standard of living. The
private sector also is absorbing some displaced workers from state- and collective-owned
enterprises, whose numbers and employment figures are declining.

Although the basic environment for supporting and promoting private enterprises is in place in
China, there remain a number of significant challenges to entrepreneurial activity. Access to capital
markets is difficult and equity financing is not common; there are few institutions for the support of
entrepreneurship; tax reforms are needed; and the Rule of Law and IPR protections require further
development. Accession to the WTO, which on the positive side will expand opportunities for the
private sector and create a more transparent, fair and orderly business environment, is also likely to
intensify competition from multi-national corporations and other kind businesses.

The author suggests a number of specific actions to further promote private sector development,
including strengthening the legal system to advance the Rule of Law, confirming the property rights
of private sector assets so they may be used to secure mortgage loans, regulating private
moneychangers and pawnshops to position them as supporters of China’s private sector financing
system, equalizing financing rights for all enterprises, and revising the Constitution of the PRC to
protect legal private incomes and properties.

2. "'Rate of Start-Ups"’

1) Private firms in China typically take one of four forms, with the first two the most

common: ?“red hat” firms (in which a privately owned company pays fees to obtain a collective or
state operating license); ? rented collectives (collective firms that are rented to private operators and
can later be transferred to private ownership); ? shareholding firms; and ?foreign joint ventures.
(The private firms mentioned in this paper are always specified as one of the first three types.)

2) The explosive growth of private sector firms since 1991 stands in sharp contrast to the decline of
public sector firms, including state-owned enterprises (SOEs); similarly, while the private sector’s
share of industrial output has grown, the public sector’s share has declined.

3) Private sector employment increased nearly 130 percent between 1996 and 1999; if “red hat”
enterprises in town and villages are included, private sector employment in rural areas did not lag
behind that of urban areas.

3. ""Cultural/Demographic Factors"

1) Public and official attitudes toward the private sector and entrepreneurial activity have evolved
from hostility to active encouragement. The eastern/southern coastal areas of China have been
historically receptive to private sector activities.

2) A recent survey of the motivations of China’s entrepreneurs showed that making money and
improving living standards were not the only reasons for new business development;
self-actualization, contributing to society and working in a specialty area were also cited.

3) About 10 percent of China’s entrepreneurs are women, and women comprise 42 percent of
employees in the private sector.

4. "'Business Environment’’
1) Because private entrepreneurs have more difficulty than public sector firms in obtaining loans




from commercial banks, most entrepreneurs rely on financing from relatives, friends and partners,
as well as underground pawnshops and moneychangers.

2) Similarly, state-owned enterprises receive priority for equity financing, making it difficult for the
private sector to access capital markets.

3) Following the Asian financial crisis, which further restricted the availability of loans for private
enterprises, the government has established a loan guarantee program for SMEs.

4) Accession to the WTO will have some positive effects on the development of private enterprises,
but it also will increase competition in many sectors including technology and marketing.

5. ""Role of Government'"

1) There are but two government organizations that specifically support and protect private sector
development: The Bureau of Business and Commercial Management and the All-China Federation
of Industry and Commerce (ACFIC). Other organizations, such as the Bureau of Taxation,
Environmental Protection Bureau and Ministry of Labor have regulatory functions.

2) Private entrepreneurs are taking an increasingly important role in government policy-making
with their election to such institutions as the People’s Congress, Committee of Chinese People’s
Political Consultative Conference and the ACFIC.

3) Most private entrepreneurs are “incubated” in government departments or public enterprises. 4)
Some progress has been made in reforming current tax practices, many of which injure the private
sector (e.g., irregular fees, arbitrary interpretations of the tax laws), but there is a need for a uniform
collection system for value-added taxes, income taxes and fees.

5) Although China has embraced the Rule of Law, arbitrary application of regulations and laws
poses an obstacle for entrepreneurs, as does inadequate protection of intellectual property rights.

6." Recommendations"

1) China should strengthen the legal system and consolidate the management of court officials who
enforce the laws.

2) The Chinese government, especially local governments, should survey private assets, taking
market prices into asset calculation, and give final decision authorization to the entrepreneur.

3) There are those private pawnshops and moneychangers that follow the rules of financing in
market economies, which should be authorized to continue lending to SMEs, and those with bad
business practices that should be shut down.

4) Current rules should be changed to permit all efficient enterprises to have an equal opportunity to
be listed in the stock market in order to promote more competition.

5) The Constitution should be revised to decree that the government and its laws strictly protect any
private legal income or property, and no one is able to violate any private legal income and
property. The law should punish those with illegitimate incomes and properties sternly.

Session I: ""Asia-Pacific Perspectives on Entrepreneurship *
Keynote Paper (3)

by JUNG Ku-Hyun,
Professor, Graduate School of Business Administration, Yonsei University (Korea)



1. "Overview""

South Korea has witnessed an upsurge of new business registration since 1999. This is a new and
significant development given the fact that big business groups, often called chaebol, have
historically dominated the Korean economy. The recent significant increase in the number of small
firms in Korea could mean that the traditional business model in Korea may be replaced by a new
model where new ventures and small and medium enterprises (SMEs) account for a bigger share of
the economy and contribute more to the country’s economic growth.

2."" A Great Increase of Business Start-Ups in Korea'

The Asian financial crisis of 1997 and the subsequent intervention by the International Monetary
Fund brought about a fundamental restructuring of the Korean economy and a dramatic increase in
business start-ups. After many firms went out of business in 1998, the number of new
establishments almost doubled in 1999. If entrepreneurial activity is measured by new business
multiples, or the number of new firms over the number of closed-down firms, new businesses in
Korea rose from an average of 4.5 between 1994 and 1996 to an average of 14.3 between 1999 and
2001. According to the Global Entrepreneurship Monitor (GEM) survey of entrepreneurship,
conducted in 21 countries, South Korea topped the charts in entrepreneurial activity in 2000.

3. "Four Determinant Factors in the Rise of Start-ups in Korea'

Although there is ample evidence that entrepreneurial activity in South Korea picked up in the wake
of the economic crisis, it is difficult to determine whether this activity was the result of a more fluid
interaction of resources and opportunities or an upsurge of entrepreneurial spirit within the South
Korean society. However, a combination of at least four factors is likely to have contributed to the
rise of entrepreneurial activity from 1999 to 2001: business opportunities, business resources,
institutional factors, and cultural factors.

1) ""Business Opportunities™

As was true with other countries with a strong information technology orientation, South Korea
encountered the new venture boom of so-called dot-coms in 1999 and 2000. Although the dot-com
boom diminished by the fall of 2000, the increase of newly registered corporations has not
decreased. Another opportunity factor may include new consumer spending and the growth of the
service industry. The relative share of personal consumption in Korea’s GDP increased during this
period and there has been a large increase in the number of service industry firms. It is possible that
new opportunities in service industries related to the consumer-spending boom have induced
potential entrepreneurs to jump at opportunities.

2) ""Business Resources"

The second variable in our simple model is called business resources, which include human,
financial and knowledge resources. This variable seems to be a critical factor in the case of Korea’s
new business boom. The economic crisis resulted in a large number of layoffs, especially of
middle-level and senior managers, who later provide much needed human, financial and knowledge
resources for new ventures. Financial resources were available partly because many of the
unemployed workers were given lump-sum severance payments. And since many of these laid-off
people have had long years of experience in business, they also have basic knowledge and
sometimes proprietary knowledge about business and products.

3) "Institutional Factors"



The third variable is the government incentives used to encourage new business ventures. During
the course of economic restructuring, a system of venture registration was introduced and various
incentives were provided to those firms registered as new business ventures. Tax incentives were
made available to individuals who invested in new ventures, and venture capital firms were given
preferential treatment by the government. It is difficult to gauge the exact impact of government
incentives on new business start-ups. Incentives can explain only a small part of the new
entrepreneurial activity because they are concentrated on new ventures and new start-ups in high
technology industries. Yet ventures and high-tech industries comprise only a small part of Korea’s
overall new entrepreneurial activity.

4) "Cultural Factors"

The last variable is the cultural factor, which the author is reluctant to cite as a main catalyst for
Korea’s entrepreneurial boom. Nevertheless, there seems to be at least two trends that may have
influenced the rise of entrepreneurship in South Korea. The first is the changing value system about
money and business-from Confucian values that considered commerce to be a low social dynamic
to a capitalist value system that considers wealth to be an important measure of success. Another
factor is the development of democracy and the market economy in South Korea since 1987.
Democracy provides people with greater choices and advances the development of the market
economy, which relies heavily on individual freedom. In short, there is some evidence that the
creativity and entrepreneurial vigor of Koreans have been rekindled in the last several years,
perhaps due to fundamental shifts in the value system and the system of socio-political governance.

4. "' The Impact of Government Policy and Other Factors in Promoting Entrepreneurship’

In explaining the recent increase of new business start-ups in Korea, perhaps the most effective
government policy is the new incentive system related to new ventures. In essence, the Korean
government designates certain companies as ventures and provides financial and fiscal incentives.
This incentive system may have induced more potential entrepreneurs to start new businesses, but it
also has many undesirable side effects. Decisions about new ventures should be left to the private
capital marketplace and individual entrepreneurs because the success rate of these
government-designated ventures is very low and public funds should not be used to finance such
high-risk businesses. But the Korean government has had a long history of industrial policy, and
government bureaucrats have the habit of interfering in private business, big and small.

Another important factor that may affect entrepreneurial activity is the existence or absence of a
social safety net. If it is true that people laid off from big business provide the best source of
entrepreneurship, the social welfare system can have an intervening effect. In Korea, the
unemployment insurance scheme has limited benefits, in terms of both the duration and amount.
This may have influenced some unemployed Koreans in their decision to start new businesses.

5. ""Conclusion and implications"'

The growth of entrepreneurial activity in Korea in recent years is a very interesting phenomenon
and must be carefully studied. This development has some useful implications for middle- to
low-income countries. Based on the limited understanding we have, the following observations can
be made: 1) The most important reason for vigorous entrepreneurship in Korea seems to be due to
the business resources variable, more specifically resources made available from big business in the
process of restructuring.

2) For the economy as a whole, flexibility in the labor market is much more beneficial to the




economy than the rigidity that accompanies job security.

3) Democracy and the development of a market economy tend to stimulate creativity and
entrepreneurial energy. In Korea, political democracy, economic liberalization, and an open-door
policy all have contributed to the development of individualism, creative thinking and new business
energy.

4) Specific government policy instruments are less important than the overall business climate in
promoting new ventures and entrepreneurship.

5) Various measures used by the Korean government to promote ventures may have had some
positive effects but such measures also had numerous negative effects, including anti-competitive
behavior and corruption.

6) Creating space for SMEs to operate appears to be more important in facilitating new enterprise
creation than government policies, and this “space” has been made possible by the demise of large
firms, which in turn has been caused by the economic crisis.

Session I: ""Asia-Pacific Perspectives on Entrepreneurship *
Keynote Paper (4)

by SYARISA Yanti Abubakar,
Strengthening Entrepreneurship in Malaysia
Mohamed Ariff and Syarisa Yanti Abubakar

1. "Overview""

The development of entrepreneurship, as both concept and activity, has been growing in importance
in Malaysia. The perceived importance of entrepreneurship to the growth of Malaysia’s economy is
evident by the sheer amount and variety of supporting mechanisms and policies that exist for
entrepreneurs, including funding, physical infrastructure and business advisory services. The
establishment of a special ministry for entrepreneurs—the Ministry of Entrepreneur
Development—in 1995, clearly showcases the importance the government places on
entrepreneurship and entrepreneur development. The Ministry is supposed to act as the lead agency
for the development of Bumiputera (ethnic Malays) entrepreneurs, as well as to co-ordinate
entrepreneurship activities in general.

Embedded within these larger policies is the issue of creating a Bumiputera Commercial and
Industrial Community (BCIC), which involves fostering Bumiputera entrepreneurs, professionals
and creating a Bumiputera middle-class. This has become the backbone of Malaysia’s strategy for
strengthening national entrepreneurship, and all related policies and strategies have to take this into
consideration. Non-Bumiputera entrepreneurs have not been totally neglected however. The
government continues to nurture the business community through a variety of entrepreneurial
support services.

2. "'Rate of Start-ups"’
According to the Ministry of Entrepreneur Development, 23,247 businesses were established in
1992 and the figure has been steadily progressing, reaching a high of 43,571 in 1994. There was an




enormous drop in the number of new businesses set up in 1998, when the effect of the Asian crisis
became more apparent. Nevertheless, there is evidence of a slight rebound beginning in 1999. The
assistance provided to existing and potential Bumiputera entrepreneurs has gone some way in
increasing the total number of businesses being established. Between 1996 and 2000, a total of
26,300 Bumiputera entrepreneurs were developed through various BCIC programs.

3. ""Cultural and Demographic Factors"

1) ""Attitudes Toward Enterprise Creation™

Attitudes toward enterprise creation have been previously divided along racial lines, due to the
identification of race with economic activity. The current explosion of new enterprises suggests that
attitudes toward entrepreneurship have indeed improved, as Malaysian society begins to modernize.
At the national level, the government’s recent focus on creating the BCIC, and in parallel an
entrepreneurship culture, has had some effect in improving attitudes toward entrepreneurship
especially among the Bumiputeras. The high-profile and celebrity status attached to successful
millionaire Bumiputera entrepreneurs of the late 1980s and 1990s also went some way in changing
attitudes towards entrepreneurship among the Malays.

Perhaps more important than simple attitudinal change has been the series of government policies
ranging from privatization to the encouragement of small-medium scale industries (SMI)
development, which helped to create the conditions and opportunities for entrepreneurship to
flourish.

2) ""Acceptance of Women in the Workforce™

Currently, women can be found in nearly all professions and at all levels of the corporate and even
political scene. Nevertheless, compared to men, women generally are more prevalent in the
so-called low-income occupations, although this is changing with improved attitudes toward women
in the workforce and higher educational attainment of women in Malaysia.

In terms of skills and entrepreneur development, training programs have been established to enable
women to improve themselves and take advantage of the opportunities in the job market. Courses in
areas such as business and organizational and financial management were implemented. Measures
were also undertaken to facilitate the involvement of women in business through the provision of
easy access to capital. Various women entrepreneur and industry associations have also been
formed and generally serve as a platform for women entrepreneurs to establish networks and
exchange information and experiences as well as to conduct training programs, seminars and
workshops on motivation, leadership and entrepreneur development.

3) "Implications of Demographic and Labor Trends"

The young population of Malaysia and the fact that just over half of the labor force is in urban areas
bode well for the development of entrepreneurship, as there is plenty of access to capital and
business opportunities. The increasing importance of information communications technology
(ICT) to Malaysia also bodes well for the development of a more technologically savvy
entrepreneur in Malaysia—the technopreneur. The fact that women are becoming a very important
economic group in their own right also signals that more effort is needed to encourage female
entrepreneurs.



4. "'Business Environment"'

1) ""Strength of Financial Institutions"

In comparison with the rest of the countries in the region, Malaysia has always had a healthy
banking and financial sector. While there were some concerns raised during the height of the Asian
financial crisis, the financial and banking sector is currently regarded as one of the healthiest in the
region. The Government continues to develop the financial system, implement policies to promote a
robust and resilient financial system, and reduce the potential for financial instability. These efforts
have been undertaken in order to ensure that the financial sector is able to remain sound and intact
despite the severe consequences of the recession following the Asian economic crisis.

2) ""Access to Capital™*

The emergence of a variety of financial institutions enables the nation’s funds to be channeled
productively and efficiently to investment activities. Among the sources of capital that are open to
entrepreneurs in Malaysia are the banking system (the traditional source of funds for entrepreneurs),
development finance institutes, venture capital funds and other special funds. Venture capital
financing provides a viable alternative to traditional lending as it provides seed capital for early
start-ups and acts as a business angel for high-risk growth sectors. The venture capital companies
(VCCs) in Malaysia, however, remain reluctant to provide seed capital financing due mainly to their
risk-averse attitude towards investments, and the lack of groundbreaking technology in Malaysian
technology firms.

5. "Role of Government"'

1) "Extent of Government and Complexity of Regulations"

Ironically, the role of the government is very important in fostering private sector entrepreneurship
in Malaysia. Nevertheless, although there are many programs and financial support systems for
entrepreneurs, they have not been as effective as they should be. A common critique is the extent of
the bureaucracy or “red tape” with which entrepreneurs must contend, causing delays of several
months just to get approval for applications. This difficulty, only one example among many, is due
to the fact that most of the programs for entrepreneurs are organized and offered by government
agencies.

Given this dire situation, there was an attempt to reorganize the system in 1992, whereby a
streamlining exercise was undertaken. Under the new system, the number of agencies responsible
for SMI development was pared down to five “Lead Agencies” and a number of “Implementer
Agencies.”

The need for the government to get involved in the financial “market,” by providing entrepreneurs
with alternative sources of funding and credits at favorable rates also added to the complexity of the
funding situation in the country. Currently, there are numerous sources of funding available to
entrepreneurs and SMIs that are basically provided by the government. Nevertheless, as these are
government-led funding sources, the inevitable problem of bureaucratic delays or red tape is also
ubiquitous.

2) ""Government Support/Promotion of Entrepreneurship™

Malaysia has taken various steps to promote the development of entrepreneurs in general (including
providing a conducive economic environment, various financing and funding schemes, tax
incentives, as well as business advisory centers). The government has regarded nurturing



entrepreneurs as a way to facilitate and upgrade the industrial structure so as to create industries for
the next generation. For this reason, the government has paid special attention to the development
of SMIs/SMEs.

Among the foremost measures undertaken by the government was the setting up of the Ministry of
Entrepreneurship in 1995. Among the specific services currently offered by the Ministry are a
one-stop entrepreneurship information center, the spearheading of the franchise and vendor
development program and the provision of entrepreneurship training, subsidized business premises
(for qualified entrepreneurs), financial assistance in the form of grants or loans, and an on-line
resource and information center for entrepreneurs.

3) "Existence of Social Safety Net"

Although it is far from a welfare state, Malaysia has its own version of a social safety net in the
form of the Employees Provident Fund (EPF) for private sector employees and the Government
Pension Scheme for public sector employees. Nevertheless, the non-existence of official
unemployment benefits in Malaysia does, however, bode well for the rise of entrepreneurship when
the economy is at a downturn and unemployment is on the rise, although this may only be a
temporary phenomenon.

4) "Rule of Law and Protection of Intellectual Property Rights*

In Malaysia, there is a system to safeguard intellectual property, although it could be argued that the
implementation aspect of intellectual property protection could be improved. Overall, the
intellectual property system in Malaysia provides protection for patents, trademarks, industrial
designs, copyright, layout designs of integrated circuits and geographical indications.

6. ""Conclusion and Recommendations"

1) The quality and level of competitiveness of Bumiputera businesses should be improved to make
them more resilient to market volatility.

2) Bumiputera businesses should be less reliant on government contracts, funding and support.

3) Bureaucratic delays and red tape are preventing Malaysian entrepreneurs from reacting quickly
to global market forces.

4) Government policies should focus on building resilient, globally competitive entrepreneurs.

5) Regional economies should share information on expanding entrepreneurship beyond the local
context to a broader, more global level.

Session I: ""Asia-Pacific Perspectives on Entrepreneurship ™
Keynote Paper (5)

by WEE Liang Tan,
ENTREPRENEURSHIP IN SINGAPORE

1. ""Overview""
Entrepreneurship has received increased attention in Singapore since its first recession in 1985. Of




late there has been renewed and widespread recognition that entrepreneurial activity is an essential
ingredient to fuel Singapore’s continued growth. The current recession has led to the creation of a
master plan for small and medium-sized enterprises, aptly named SME21, and in December 2001,
the government established an Economic Review Committee to develop economic and business
strategies, again with the recognition that entrepreneurial activity is essential for prosperity. Some
progress has been made prior to this report, such as changing the bankruptcy law to minimize the
stigma of business failure, promoting role-model entrepreneurs, and introducing entrepreneurship in
the educational system. However, certain challenges remain to be addressed, including increasing
government assistance for entrepreneurial activities.

Few statistics are available on entrepreneurship and SMEs in Singapore, however, the Department
of Statistics provides information on the formation and cessation of enterprises. It reported a decline
in the formation of new companies between 2000 and 2001, and an increase in the number of
companies that ceased business activity during the same period. The data for sole proprietors and
partnerships show declines in both business formation and business cessation.

2. "CULTURAL FACTORS AND ENTREPRENEURSHIP"

Socio-cultural factors influence interest in business start-ups. In 2001, the author and a colleague
published an account of an international study of MBA students to ascertain the effect of
socio-cultural factors on entrepreneurship in Anglo-Saxon and Asian countries. It was found that
the shame and fear of failure in business influenced the Anglo-Saxon respondents differently from
the Asian ones. Socio-cultural factors include social status of entrepreneurs, value placed on
innovation, and the shame associated with business failure. This study was conducted on Singapore
MBA participants in 1996 to determine what factors influenced their intentions and the manner in
which those factors influenced respondents’ decisions to start a new business. The study results
demonstrated that Singaporeans perceive starting a business to be desirable, and that the social
status of entrepreneurs and the value of innovativeness are two factors that influence this
desirability. However, the intention to start a business did not correlate in a positive direction with
the socio-cultural factors. This finding seems to indicate a preference by the respondents to be
employees rather than to take the risk of starting a new business.

3. "Workforce Issues'"

Workforce Issues Although most of Singapore’s entrepreneurs are male, the percentage of women
in the overall workforce is rising, and the government is encouraging women to return to work. In
addition, Singapore’s population is aging, and with a declining birthrate, the government’s approach
is to encourage personal and family responsibility for caring for society’s older members.

4. "BUSINESS ENVIRONMENT"

Singapore’s business environment is pro-business and competitive, and the country has embraced
free trade and globalization. However, there are no protections accorded to small businesses and
SMEs. While the financial sector has been opened to international competition and capital is readily
available, SMEs and start-ups complain about lack of access to financing. In addition, globalized
markets present challenges to Singapore’s SMEs since advances in production technology and
information technology reduce domestic and global demand for Singapore’s products.

5. "ROLE OF GOVERNMENT"
While the Singaporean government has provided an entrepreneurial infrastructure, Singapore’s
enterprises frequently complain about over-regulation, specifically the costs of fees and licenses




that businesses must pay. The government is taking steps to introduce the entrepreneurial mindset
into the civil service through initiatives such as “Public Service for the Twenty-first Century” and
“The Enterprise Challenge,” both designed to improve innovative management in public service.
The Economic Review Committee has included in its recommendations, the reduction of
bureaucratic red-tape and the costs of doing business as well as a change in the mindset of the
citizens towards entrepreneurship and innovation among other things.

As part of its SME Master Plan, Singapore has 63 incubator schemes to assist local enterprises
through a multi-agency network infrastructure. (The author and his colleagues have found that
availability, accessibility, urgency and perceptions of accessibility are all factors that affect
entrepreneurs’ use of the assistance infrastructure. ) In addition, Singapore has created four local
clusters of industrial parks, designed to facilitate entrepreneurial development and innovation.
Singapore also is currently developing a Science Hub to nurture scientific research and business
ventures.

6. "CONCLUSION AND RECOMMENDATIONS"

The encouragement of entrepreneurship is essential if Singapore is to successfully face the
challenges of globalization and the knowledge-based economy. Unfortunately, the majority of
Singaporeans prefer careers as employees rather than as entrepreneurs. However, a consensus has
emerged that business failure should not be stigmatized, and the 1995 and 1999 changes in the
bankruptcy law now create a climate more conducive to entrepreneurial activity. The author offers
several recommendations to further encourage entrepreneurship:

1) Continue high visibility advocacy for entrepreneurship, such as television programs on
entrepreneurs and high level appeals such as Senior Minister Lee Kuan Yew’s call to change the
environment and mindset for entrepreneurship (February 2002).

2) Introduce school children to enterprise education at an earlier age.

3) Ensure that government assistance for SMEs and entrepreneurs is less bureaucratic and avoids
focusing solely on “picking the winners”—those enterprises with the most potential.

4) Introduce a type of SME Business Counselor Certification program, such as the one developed
by APEC which would be helpful to new startups and existing businesses.

5) Introduce more features of the U.S. Small Business Administration, including “small business
set-asides,” or procurements specifically reserved for small businesses
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