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Inception:

Small and Medium Enterprises
(SMEs) constitute one of the
most important sectors of
Pakistan's ecanomy They pro-
vide 70% of the employment to
the urban labor force and con-
tribute 40% to the GDP of the
country. But-this sector is largely
informal and suffers from a lack
of dccess to finance. Therefore,
despite hawing  tremendous
potential, SMEs in Pakistan have
besn unable to Improve their
competitiveness through
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improvemnents in business pro-
Cesses,

The concept of improving busi-
ness processes through consul-
tancy and husiness develop-
ment services (BDS) is fairly
new in Pakistan and conse-
querntly the level of business
sophistication is quite low. BDS
can play a pivotal role in helping
businesses realize their true
potential. However, the idea of
BDS is still a novelty because of
the financial constraints faced by
SMEs and the fact that service

providers in Pakistan do not
regard SMEs as their primary
tlientgle.

Private sector service providers
have been focused on large
scale manufacturing units and
muftinationals, This has created a
large: unmet demand for
market-based services for SMEs.
International experience
sugeests that public service pro-
viders are ineffective in reducing
the knowledge gap and are
unable to respond to the
diverse of needs of the market.
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Cin the other hand, informatian

asymmetry betwesn potental
users and providers of services
i5 an important reason for the
lack of developed service mar-
kets. To bridge the market gap,
SME Business Support Fund
was conceived in June 2005 as a
part of the SME sector develop-
ment programme announced in
the budget for FY 2005-2006.
BSF actively started its opera-
tions in November 2006,

Product Offering:

Business Suppart Fund (BSF)
was created to subsidize the
provision of business develop-
ment services to SMEs and
create market epportunities for
them and their consuftants, The

programme  was launched to
create awareness about the
impact ef business services on
revenue generating tapacity of
SMEs and to address the market
failure of business deyelopment
services, BSF prowdes 50%
cost-sharing grants to cover the
cost of business services, Recipi-

ents may receive up to Rs. 1.8

million and may apply for sup-
port in one or several projecs,
depending on ther reqguire-
menis.

In just two and half years, BSF
has supported companies from
almost all the sectors of the
economy. inftially, SMEs were
reluctant to take up BSF sup-
port and invest In intangible
services, but after witnessing the
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performance of early adopters
benefiting from the fund, busi-
nesses started approaching BSF
for financial assistance far proj-
ects, ranging from as low as
Rs.8000 to as  high as
Rs.3,600,000. BSF pad half of
their approved project cost

Opening up of
Regional Offices

In response to' the increasing
number of grant applicants, BSF
decided to expand ts ocpera-
tions 1o increase its outreach. In
January 2008, BSF apened up a
regional 'office in Karachi and
last ‘month another one in
Multany These offices  are
expected to improve market
access to B5F support.
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Recent Developments

In an effort to increase awareness about its support programme, BSF constantly organizes seminars. i
collaboration with different Network Partners like TDAF SMEDA, and chambers of commerce, BSF has also
signed a number of MOUs with different govemment, semi-government and private organizations working
for SME sector development. The fallowing are just a sample of these recent developments.

BSF seminar with KCCI

A seminar to promote BSF
services was held at Karachi
Chamber of Commence & [ndus-

try (KCCH an January 29,2008

President KCUC| headed the
event as the chief guest. CEO
BSF explained to the participants
how BSF could provide matching
grants for the use of business
support services: The CEO also
elaborated on the reimburse-
ment mode| followed by BSF and
elucidated on how the grants will
be providad after the completicn
of business development project.

Opportunities for members
of ICAP

The Institute of Chartered
Accountants of Pakistan orga-
nized 2 seminar on BSF on Janu-

ary 29,2008, CEQ BSF explained
how BSF could compliment
ICAF members in their service
provision by providing financial
assistance to their clients. Some

of the areas of consultancy den-
tified by him included financial
management, ERF implementa-
tion and management of working
czpital,















