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Introduction

In early 1999 the Waikato Management School commenced a project to monitor both
the performance and issues reating to smal to medium sze enterprises (SMEs). A
quarterly survey has been undertaken on a nationwide bass collecting a range of data
which are compiled to provide a SVIE Performance Index. The modd is based on an
Audrdian index known as the smdl busness hedth index. Professor Neville Norman
of the Universty of Medbournegs Economics Depatment origindly designed
weightings for the index. It has been compiled and published by the Audrdian
Society of Certified Practicing Accountants for over ten years.

In New Zedland the survey is conducted nationwide and in addition a sample has been
drawn for the Wakato and Bay of Plenty regions over the last three quaters. The
Benchmark Index congsts of a direct survey of SMEs and five datistica aggregates
compiled by government agencies.

a SME Survey 40%
b. Retal Sdes 20%
c. Motor vehicle regigtrations 10%
d. Housng Commencements 10%
e. Hourly earnings 10%
f. Interest rate on smdler loans 10%

In addition to the benchmarking questions a number of Specific topic issues are
addressed for both the nationd and regiond samples.  Specificdly, these focus on
topics which are of current interest. The results reported can digtinguish the regions
from the nationd position thus highlighting local political economy issues.

Previous Surveys

December 1999

Three specific questions were asked concerning aspects of governmert in the
developing the SME sector. The responses in Figure 1 indicated that there was little
awareness of the Crown's policy and an absent of endorsement of roles for locd
government in the SME development area.

Figure 1
1. How do you believe loca government in your area impacts upon smal business in
your area?
Positive impact 26.18% (nationaly)  30% (BOP) 15.2% (Waikato)
2. Do you think that local government should have an expanded role in developing small
businesses?
No 19.70 (nationaly) 32.0% (BOP) 37.0% (Waikato)

3. Do businesses understand the Labour Government’s SME policies? The answer was
aresounding NO with 92% of regiona and nationwide businesses saying they didn’t
have an understanding of what the policy was if there was one.
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March 2000

Attention turned to the areas of Ecommerce and compliance cods. As is apparent the
from the responses shown in Figure 2 there is a ggnificant divergence between the
computer usage and access to the internet.  Subsequent research indicated that there
was a nationdly low usage of the internet for purchasing or sdling by SMEs and in
the Waikato this was below 15% of those that had internet connections.

Figure 2
Nationwide Waikato
1. Doesbusiness have acomputer? 1. Does business have acomputer?
Yes 75.7% Yes 61.1%
2. Isbusiness connected to internet? 2. Isbusiness connected to internet?
Yes 73.1% Yes 47.7%

3. For businesses that are not presently 3. For businesses that are not presently
connected would internet be useful ? connected would internet be useful ?
Yes 50.5% Yes 33.3%

Business Activity

Each quaterly survey addresses the two questions gauging the assessment of the
SMEs for how the level of activity compares with 12 months previoudy and ther
expectations for the outlook in 12 months time. The responses for nation as a whole
and the two regions of Wakato and Bay of Penty often differ. The results of the
survey for December 1999 and September 2000 are shown in Figures 1 and 2.

Fgure 3
Business Strength Compared to 12 Months
Previous
O T T T T - T
2 N B N B|
o 4
(@)
S -6
c
S -8
5]
a .10
-12
-14
December 1999 September 2000

The desgnations N, W and B indicate Nationwide, Wakato and Bay of Penty
respectively.
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Figure 4

Business Strength Expected in 12 Months Time
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The indicators point to a lower levd of activity a present vis a vis 12 months
previous, but the outlook for 12 months time is postive. The Waikato is more bullish
than the naiond average but Bay of Penty is dightly down on these two.
Nevertheless, the outlook for the Bay of Plenty is fa more pogtive than that being
shown in December.

The hours of work anticipated is dso surveyed and the most recent figures shown in
Figure5.

1. On average, how many working hours per week do you work?
Waikato Bay of Plenty

Less than 24 hours per week 8l4...iiii. 3.70
Between 25 — 40 hours per week 2558 16.05
Between 41 — 60 hours per week 50.00............... 58.02
Between 61 — 70 hours per week 9.30 20.00
More than 70 hours per week 6.98 1.23

2. Over the past 12 months, have your working hours

Lo == <o 2258 18.52
Do =7 <o [T 12.79 19.75
StAYEd thE SAME ... e 61.63 61.73

The working hour figures do reved a difference between Wakato and Bay of Plenty.
It will be useful to monitor these on an ongoing bads to determine whether there is a
different work ethic associated with a more strongly devel oping demographic region.

The increase in work hours in the most recent surveys is nationwide as shown in
Figure 6.
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Figure 6
Change in Hours Worked on Previous Quarter
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The gpecidist questions, in the most recent survey, enquired about business awards,
the upcoming E-commerce summit and the regiond economic policy of the Crown.

Responses are shown in Figure 7.

Figure7
Waikato Bay of Plenty
% %
1. Haveyou entered the local business awards this year?
Y TSRS 4.65 3.70
070 TSRS 93.02 96.3
Domt KNOW.....covvvveviiiveeeeeeeeeeeeeeeeeeeeeee 2.33 0.0

awards scheme in the future?

L= TR 43.02 3457
0 T 38.37 44.44
DONMt KNOW ..ocvniieeeeeeeeeeeeee e 18.60 20.99

summit in November.

L= TR 2791 19.75
310 TP 62.79 80.25
Dot KNOW......ccveveviiiiiiiiiiiiiiieeeeeeeeeeeee 9.30 0.0
4. Do you think that government in big matters such as E-commerce policy is listening to
business?
VES ettt 13.95 247
N0 1.ttt 59.30 80.25
Dot KNOW......cuviiiiiiieeeeeiiiiieeeee e 26.74 17.28

development committees under Mr Anderton’s business development policies?

PoSitive IMpact .........ccoovveeiiieeiiee s 9.30 247
Negative impact.........ccoovveeiieeeiiieeiieenns 814 6.17
NOIMPACL......c.ceveeeiiiiee e, 7.58 91.36

DONMt KNOW ..ovveieeeeeeeeeeeeeee e 6.98 0.0

2. Do you think there are advantages for the business in participating in the local business

3. Were you aware that Government is planning to release its policy on E-commerce at a

5. How fed about the progress being made with the establishment of regiona
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Findings
The Wakato, Bay of Plenty and Nationwide results are seldom the same. This
obsarvation is not surprisng as the subeconomies and communities in the these two
regions are diginct. The nationwide aggregates reflect urban and rurd centres from
Invercargil to Whangarei.  Key findings from the nationwide surveys', which were
supported by the regiona surveys over the last 18 months are;
1. Low levd of satisfaction with government policies in respect of

Reducing compliance costs for SMEs

Employment Relations Act

Government listening to business

Regiond devel opment matters

Proposed Peopl€e' s Bank

Reserve Bank monetary policy
2. Lack of communication capacity by government in relation to

SME policy

- E-commerce summit

3. Low levd of uptake of

Ecommerce technology
4. Support for acommon currency with Audrdia

Specific issues for the Wakato and Bay of Plenty regions were the low leved of
computer/e-commerce drength and in the Wakato particularly dissatisfaction with the
role and potentid role of locd government in SME policy.

Implications

The policy implications of the regiond results point to three important issues:

1. Government does not gppear competent in determining regional economic impacts
of dgnificant policy metters. The lack of developed regiond economic modeling
will potentidly prove codly to the economy overdl. This is likdy to be most
pronounced in the current information, communication technology aess of
rescarch which need to address regiond infragtructure and education if e
commerce potentias are to be gained.

2. Regiond level consultation is not occurring. The Chambers of Commerce and
other established business networks are not being integrated into consultative
policy formulation and andyss. Unless SMEs see themsalves as gppreciated and
esentid  dakeholders the  expectation gap  will  continue, resulting in logt
opportunity and negativity engendered dead weight losses for the economy.

3. Regiond government is not in touch with ther SME sectors for the Wakato and
the Bay of Plenty. A red invesment in open consultation and research is needed
to unleash the growth potentias latent in the SMEs.

! These are available at www.mngt.waikato.ac.nzZmrc and have been published in New Zealand
Business magazine.
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Change in Hours Worked on Previous Quarter
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