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SMEs per 1,000 people (SME)
The many must also create value

The MSME Economic Indicators (MSME-EI) database publishes
the small and medium-sized enterprise Indicator, which records
SMEs per 1,000 people, by collating the official national level
definition of micro-, small, and medium-sized enterprises for
over 176 countries. This Indicator serves as the basis for the

EQx Indicator: SMEs per 1,000 people (SME, ii.5).

In contrast to what happens with microenterprises, the number of
SMEs per 1,000 people correlates with income levels. So, a
higher density of SMEs is associated with higher income per
capita. The economic, financial, and political froubles in coun-
tries such as Burundi (rank # 109) and Pakistan (rank # 108 re-
sult in a lower number of SMEs. Macroeconomic factors, such
as inflation and interest rates, also influence the creation of
SMEs. High quality elites need to provide appropriate incentives
to grow the “size of the pie’ by fostering SME creation.

SME density is also positively associated with an efficient civ-
il service and an adequate tax regime. To promote the cre-
ation and survival of SMEs, initiatives such as those of the Eu-
ropean Commission, to simplify the VAT for SMEs, have been
found to be beneficial. Romania (rank # 53) has increased its
number of SMEs by adjusting and tailoring their fiscal regime
to support SMEs. Countries where the fiscal regime needs to
be more progressive, such as Hungary (rank # 71) and Po-
land (rank # 70), tend to have low SME density. Indonesia
(rank # 44) could improve its official SME density if the fiscal
regime allowed SMEs to be more competitive, since many
operate in the informal economy.

Moreover, SME density is higher in countries where the busi-
ness regulatory environment is supportive of the creation pro-
cess of SMEs, meaning lower administrative costs, well-draft-
ed legislation, and a reduced number of steps for setting up
an enterprise. Good examples of such regimes are Croatia
(rank # 45) and Slovenia (rank # 31); the latter has made
substantial progress in crafting new regulations while Croatia
still needs additional administrative reforms.

Access to finance is another important concern for SMEs. Not
surprisingly, betfter access to finance is also associated with
higher SME density. Countries such as Pakistan (rank # 108),
India (rank # 106), Turkey (rank # 94), and Tajikistan (rank #
88) with low SME densities, also tend to have low SME lend-
ing per GDP ratios. The financial inclusion of SMEs also con-
tributes to a nation’s overall financial stability. As a result,
high quality elites that initiate policies to facilitate easier ac-
cess to finance for SMEs will improve their SME density and
see economic growth.

Chapter 4: EQx2022 Analysis and Interpretation

In developing countries, SMEs often face other difficulties in
their survival and growth stages such as a lack of human re-
sources skills and the availability of technology. For example,
studies show that in Indonesia (rank # 44) entrepreneurial
characteristics (such as motivation and optimism) influence the
competitiveness and survival rates of SMEs, but that negative
trends in the skill sets of graduates over the last five years could
discourage further small business creation. Similarly, the low
density of SMEs in Romania (rank # 53) might possibly be ex-
plained by, among other factors, the lack of adequate entre-
preneurial education and the necessary skill sets. Spain (rank
# 46) is a good example of how the initial limitations of SMEs
(such as missing economies of scale) can be offset by collabo-
rative networks such as agreements or exchange relations with
clients, suppliers, universities (for knowledge creation on cus-
tomer and market needs), or new technologies, which all help
to support the internationalization of SMEs.

Institutional transparency and efficiency also affect SME densi-
ty. Eroding institutions and a lack of transparency discourage
SME creation. Data shows that Russia (rank # 75) and Argen-
tina (rank # 69) could both realize their economic potential by
enhancing the frustworthiness, transparency, and efficiency of
their institutions. It is noteworthy that Russia (rank # 75) has
now developed a state strategy for SME development until
2030 fo increase the number and role of SMEs in its economy.
India (rank # 106) has implemented policies to tackle the lack
of access to finance and infrastructure, which should incentiv-
ise a higher rate of SME formation.

However, having a high SME density needs to be interpreted
with great care. South Africa (rank # 10) has a very high den-
sity but a very low rate of successful SMEs, who face great
difficulties in scaling up. The lack of business infrastructure,
technology, and access to markets, are just some of the con-
straints that they face. Similarly, Ghana (rank # 1), has many
SMEs, but very few with global competitive advantages.
High quality elites should therefore focus on developing the
appropriate business environment to turn high SME densities
info productive, successful, and scaled up businesses that en-
able value creation for society at large.

Prof. Dr. José Antonio Clemente Almendros,
Universidad Internacional De La Rioja, Logrofio, Spain
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The SMEs per 1,000 people indicator is based on a subset of the SME Finance Forum's MSME Database
recording the number of formally registered small and medium-sized enterprises (SMEs) per 1000 people

Rationale

SMEs per 1,000 people is a measure of how distributed an economy is in terms of whether it has a
diversity of Value Creation models, enabled by limiting the levels of Economic Power enjoyed by large
organizations. SME business models must rely on Value Creation as their low levels of Economic Power
don't allow them many possibilities for Value Extraction. As a counter argument, SMEs have been found to
be less efficient than large firms and their survival may be indicative of collective power levels. *An optimal
level might be established for this indicator in the future.

Rank /109  Country

Score
Ghana 100
Korea, Rep. 100
Mexico 100
Mongolia 89
Benin 80
Moldova 79
Canada 78
Honduras 77
Chile 71
South Africa 68
Kuwait 67
Kazakhstan 66
Israel 65
Australia 64
Japan 63
Zimbabwe 61
Qatar 60
Uruguay 59
New Zealand 59
Malaysia 56
Oman 55
Venezuela, RB 54
Switzerland 51
Bangladesh 51
Estonia 50
Albania 50
Lithuania 49
Norway 49
Ecuador 49
Latvia 49
Slovenia 48
Egypt, Arab Rep. 48
Sweden 48
Bahrain 48
United Kingdom 47
Sri Lanka 47
Bulgaria 47
Saudi Arabia 46
Portugal 46
Czech Republic 46
United States 45
Nicaragua 45
ltaly 44
Indonesia 44
Croatia 44
Spain 44
Germany 44
Brazil 44
Netherlands 44
Botswana 44

Rank /109  Country Score Rank /109  Country Score
Cyprus 43 101 Algeria 37
Denmark 43 102 Morocco 37
Romania 43 103 Nigeria 37
United Arab Emirates 43 104 Senegal 37
Guatemala 43 105 Madagascar 37
Greece 43 106 India 36
Kenya 43 107 Uganda 36
Peru 42 108 Pakistan 36
Bosnia and Herzegovina 42 109 Burundi 36
Costa Rica 42
Panama 42
Kyrgyz Republic 42
Jordan 42
Armenia 42
France 42
Finland 42
Colombia 41
Gabon 41
Argentina 41
Poland 41
Hungary 41
Nepal 41
Tanzania 41
Cameroon 41
Russian Federation 40
Iran, Islamic Rep. 40

77 Slovak Republic 40
78 Tunisia 40
79 Belgium 40
80 Serbia 40
81 Belarus 40
82 North Macedonia 40
83 Dominican Republic 40
84 Mozambique 40
85 Vietnam 39
86 Ukraine 39
87 Timor-Leste 39
88 Taijikistan 39
89 Paraguay 38
90 Eswatini 38
91 Haiti 38
92 El Salvador 38
93 Philippines 38
94 Turkey 38
95 Rwanda 38
96 Afghanistan 38
97 Cambodia 37
98 Yemen, Rep. 37
99 Sudan 37
100 Lesotho 37

The Elite Quality Report 2022 (EQx2022) provides Country Scores & Global Rank for 151 countries
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