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Abstract 

In an age of important scientific and technological breakthroughs, among people that constantly 
search further, it is quite a challenge to stop in place and assess the situation from a sustainable 
dimension; more so, even harder to perceive at organizational and functional level a company and 
its actions based on ethical principles. The origins of ethics are still unclear, and sustainability is a 
globally promoted concept, mostly for its rhetorical value. Within the global economy, the ethical 
and sustainable decision-making process of businesses is not often linear, but it presents more or 
less the same manageable pattern, especially when the unit of analysis is represented by 
multinational companies. There is, though, a different guiding path for the small and medium-
sized companies, and it all starts with the SME public policy. By making an analysis of SME 
public policy of the ASEAN countries, and by introducing the elements of business ethics and 
corporate social responsibility at the level of small economic entities, the research managed to create 
a backbone of a narrative of frameworks and approaches within the South-East AsianSME 
public policy. The research question of the paper simply manages to direct towards finding different 
perspectives on SME public policy and cases of ethical and sustainable decisions, based on 
secondary data, using a qualitative approach. The study resumes the knowledge on ethical and 
sustainable practices and guidance in the Asian SME sector, and adds to the current database a 
straightforward answer to the question: Are ASEAN SMEs ethical and socially responsible? 

Keywords: ASEAN countries; ethical public policy; SME sustainability; ethics and 
sustainability. 
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1. Introduction 

The business ethics field is mostly concentrated on the study of large 
enterprises, as the norm has always been to recognize the appropriate 
measures that the latter have been able to institute, creating, thereby, a 
framework to which other enterprises could abide. Most scholars grounded 
their research in case studies regarding ethical and sustainable operations and 
principles within the family of multinational companies. When observing the 
same variables from the perspective of globalization and politico-economic 
structures, there are more lacunas on the subject. For instance, information 
regarding ethical practices within economic entities, both SMEs and large 
companies, from different states across the world is subjected to the 
potential of the legislation, which, for different reasons not transposed here, 
could not be clearly interpreted in real-world business examples.  

Therefore, not only there is a lack of uniformity on ethics and 
sustainability at a global level, but there is a considerable gap and unevenness 
within the international public policies for SMEs comprising of ethical and 
sustainable principles. This paper has managed to undertake the furthering 
on the subject, with the documenting of the SME public policies across the 
Asian continent regarding the ethical practices and the CSR instituted 
frameworks. The research will provide with building on the gap both in 
terms of international representation and content. Moreover, knowing that 
there is a clear differentiation between ethics in companies of various sizes, 
it is important to start from the presumption that SMEs are vulnerable and 
uncertain in terms of evolution and activity. There is a focus on the fact that 
ethical principles applicable to large enterprises would not be suited or 
available to the smaller counterparts.  

In essence, this research offers a perspective on the SME public 
policy regarding the ethical and sustainable practices of the ASEAN 
countries, by considering the clear and unbounded differentiation in terms 
of geographical and economic positioning.  

2. Problem Statement 

The legislation on ethics and sustainability for enterprises has grown 
exponentially and globally in the last decade, especially due to the ever-
increasing concerns regarding environmental and ecological abilities of 
various entities to make a plausible difference in effects and results. The 
cultural heritage of each country of the world creates a basis for the 
legislation on ethics and sustainability. For instance, the Arab countries are 
defined by their religion, and research [1] introduced the phenomenon of 
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Eco-Islam within the organizational culture as a complementary mechanism 
for ethics and environmental sustainability, especially considering the 
cultural context in which SMEs in the Middle East countries operate. On the 
other hand, countries from Africa are facing challenges regarding the 
financing failures of SMEs with implications from an ethical perspective 
[10], as the weak ethical perception of the new small enterprises represents a 
decisive element in the approval of foreign trade credit. Turning back to the 
East, Japan is exemplary of a high-income, innovative, and technologized 
economy; but here is also the case of profound cultural heritage and 
tradition that interferes in the business sector, which, for the SMEs 
particularly, fundamentally influences the ethical and sustainable decisions 
[13]. The Chinese counterparts, on the other hand, even though they are 
highly concerned with everything that pertains to ethics and sustainability, 
offer a lesser example in terms of engagement [30], mostly driven by 
insufficient financial resources, lack of external support and awareness on 
behalf of the Chinese SMEs. Moving towards the Tasman Sea, the 
governments of Australia and New Zealand have adopted some policies on 
ethics and sustainability for SMEs [6], although there have been not too 
many cases of initiatives and directions for small enterprises to engage in 
ethical and sustainable practices, especially in New Zealand, as reported in a 
survey[18] no sustainable practices but social and ethical responsibility 
towards the community and employees. In the Western world, studies[3] 
showed that there is a connection between the managerial styles and 
leadership strategies within Canadian SMEs, and the commitment of the 
latter towards ethical and sustainable practices. The US small and medium-
sized enterprises are regulated through the Small Business Act, and includes 
information on the facilitation of technology transfers, involvement and aid 
of minority entrepreneurs, shared production facilities, access to online data, 
reduction in the use of paper [12]. The European Union is probably the 
main focus of the research on ethics and sustainability in the SME sector, 
with papers referring to subjects such as the implementation of responsible 
research and innovation (RRI) within the SME public policy for the 
development of ethical and sustainable activities and organizational 
frameworks [2], andsetting standards that promote innovation and effective 
corporate reporting, as well as creating the perfect hub for experimentation 
[4] in an ethical, globalized world. Finnish SMEs have been the centre spot 
for a content analysis research on how circular business models could 
improve the sustainability of the former [8], while small Italian enterprises 
follow the entrepreneur‟s values and orientation in their diffusion of CSR 
practices [9], and Spanish SMEs find themselves in a nascent state of CSR 
and government initiatives [22].  
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Generally, ethics and sustainability policies and practices of the SME 
industry were debated from all sorts of perspectives, including the validation 
for CSR practices and ethical behaviour of SMEs compared to 
multinationals [27], the means by which an SME could implement an ethical 
infrastructure [11] based on cultural, linguistic and institutional environment 
[23], on technology and computer-integrated manufacturing [5], or simply 
on the certification of sustainable entrepreneurship [7].From defining the 
role CSR has in the development of SMEs [14], and perfecting the tools for 
sustainable management [15], to braking the grounds in sustainable 
innovation [16] and eco-innovation in SMEs [17], the search for ethical and 
sustainable practices in SMEs has always been linked to entrepreneurship 
[19],[20],[24]. Furthermore, sustainability in SMEs [25], [26] is fostered 
through and encouraged by the development of viable public policies [29], 
with the ultimate aim of creating value [28] based on ethical and sustainable 
decisions. 

Nevertheless, there are still numerous questions to answer, especially 
if, in the end, an economic entity such an SME can prove to be able to 
proactively engage in ethical and sustainable practices based on the influence 
of the public policy in the sector. This research has looked into the 
directions governance and public policy has instituted towards SMEs, 
internationally, to create an outline of the possibilities and opportunities 
each country or region under study offers to small enterprises to perform 
under ethical and sustainable principles.  

3. Research Questions/Aims of the research 

The purpose of the research remains that of gathering and 
structuring the information on ethical and sustainable principles within the 
SME public policy at a continental level. The paper will review the public 
policy on SMEs from the dimension of ethics, and it will cover geographical 
ground on countries that are less approached by the majority of researchers. 
The study includes the ASEAN countries. The reason for choosing to 
explore the information that the SME public policy contains on ethics in the 
above-mentioned countries was, naturally, inspired by the need to engage in 
operational work that adds to the knowledge on the subject without being 
redundant.  

4. Research Methods 

The research has utilized a qualitative approach for the study, by 
analysing and reviewing official documentation consisting of public policies for 
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SMEs. The main elements that have been sought for have been ethics and 
ethical practices, as well as any CSR and sustainabilityreferences. The study 
has followed the policy development phases, focusing the research on the 
content evaluation stage, where the problem has been identified, the policy 
analysed and the strategy and policy developed. All in all, the study has been 
straightforward, all the necessary materials have been sourced online, and 
the process of obtaining the necessary data for the research was performed 
without any hindering, with the limitation of the founded materials, collected 
and published by the OECD and ERIA.  

In order to avoid redundancy, the countries selected for the public 
policy analysis have been the following: Brunei Darussalam, Cambodia, 
Indonesia, Lao PDR, Malaysia, Myanmar, The Philippines, Singapore, 
Thailand, Viet Nam. 

5. Findings 

5.1. ASEAN countries 

The research has analysed the content of the SME Policy Index: 
ASEAN countries 2018 [21]. The importance of this group of countries 
resides in their abundance of fundamental resources, such as oil, gas, coal, 
minerals, metals, precious stones, timber, palm oil, rice, cocoa, coffee. They 
have also growing economies, as the technological advancements have put 
the ASEAN countries in the global manufacturing and trade scene for 
electronics, automobiles and textiles. The findings on ethical and sustainable 
SME policies for this group have been summarized below. 

Brunei Darussalam is the smallest ASEAN country, but has the 
second highest income of the ASEAN countries, with 60% of GDP coming 
from crude oil and natural gas production. The MSME policy is relatively 
new, nevertheless, was created to build a dynamic and sustainable 
economy.The last 6 years have witnessed the creation of new bodies for 
SME policy and programmes development (FAST, DARe, MEMI, etc.). The 
SME policy does not focus on ethical and sustainable practices and 
principles, although there are some measures regarding pollution control, 
solid waste management and air quality control.  

Cambodia has fewer natural resources than its neighbours, and is 
focused on garment production due to low wages (ethically debatable) and 
tax incentives. The bodies formulating SME policy are the SCSME and the 
MIH (Ministry of Industry and Handicraft), which presented the Industrial 
Development Policy (2015-2025) for SME modernization and development. 
Cambodian SMEs rely on laboratories in neighbouring countries for quality 
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standards approval. Moreover, the country did not implement any regulatory 
incentives for greening the SME industry. 

Indonesia has considerably more green SMEs than the previous 
countries, as it is also the largest ASEAN member, and the major global 
producer of rubber, palm oil and grains. A stringent problem in this country 
remains corruption, although there are bodies of control such as the 
Corruption Eradication Commission (KPK). Within the public policy for 
SMEs there are encountered a number of subjects such as providing support 
to ethnic populations (pribumi), providing some financial and tax 
exemptions to small enterprises, making mandatory for large enterprises to 
establish partnerships with SMEs in certain sectors of the economy, issuing 
legislative procedures (Circular Letter No. 2/2016 regarding Enhancement 
of Efficiency and Transparency in Handling Bankruptcy and PKPU Cases in 
Court), providing training on safety certification programmes for SMEs, 
supporting green growth (Green Industry Development Plan), creating 
green industry standards, and supporting R&D in green technology, 
renewable energy systems, and technology transfer. Moreover, Indonesia is 
actively expanding the concept of inclusive entrepreneurship to women and 
people with disabilities, as well as the youth.  

Lao PDR is a predominantly rural economy, with 71% of 
employment in agriculture. The Department of SME Promotion is currently 
developing environmental SME policies through the Environmental 
Protection Law, setting standards for natural resources‟ use and disposal, 
and the National Renewable Energy Strategy, establishing the targets for 
renewable forms of energy. There are no incentives for green SMEs, but 
there are a number of European projects, including SWITCH-Asia, that 
support eco-labels and cleaner production.  

Malaysia is one of the richest ASEAN countries with high scores on 
poverty reduction and human development. Its reform priorities include 
joining the high-income countries this year. Malaysia does have numerous 
policies that pertain to the subject of ethics and sustainability, including the 
creation of an equitable society, the improvement of well-being (Malaysian 
Well-being Index – MWI) and life standards, the pursuit of green growth for 
sustainability reasons. In terms of environmental policies for SMEs, Malaysia 
has implemented the Green Technology Plan and the National Green 
Technology Policy. Moreover, the MyHIJAU SME & Entrepreneur 
Development Programme helps small enterprises to adopt green practices, 
while the government offers incentives to green SMEs.  

Myanmar is a predominantly rural economy, and the topic of SMEs 
is not the main concern. There is, though, a regulatory body responsible for 
this sector – the SME Development Department. There are not too many 
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quality standards in place, and the SMEs do not receive incentives to 
improve the know-how and the quality standards. Moreover, Myanmar does 
not have sustainability at the core of its SME policies.  

The Philippines is the second largest ASEAN country, with high 
rates of literacy (96,4% of the country‟s adult population). Its economy is 
also growing at high rates, and the private sector is quite robust, benefiting 
from a large market and stable economic environment. The main legislation 
for MSMEs is the Republic Act 6977, or the Magna Carta for Small 
Enterprises, and the body responsible for SME legislation is the National 
Competitive Council. The Bureau of Product Standards (BPS) is responsible 
for the compliance of national quality standards to international ones. The 
SMEs‟ compliance to the quality standards is perfected through the form of 
trainings on a wide range of subjects: product packaging, labelling, food 
safety, etc. The Philippines have issued the MSMED Plan 2017-2022, the 
National Climate Change Action Plan, the Strategy Framework to Ensure 
Ecological Integrity, Clean and Healthy Environment; all the programmes 
and regulations have the purpose of prioritizing sustainability of SMEs. 

Singapore operates on a completely different and superior level than 
all the other ASEAN countries.  They have instituted strategies for 
international connections, skills development, digital capabilities, innovation 
and growth, with the final purpose of creating a sustainable environment. 
Within the Economic Development Board, there is an SME Committee that 
formulated the Master Plan for SME development. Based on the latter, more 
programmes have been developed since, for the innovation growth in SMEs, 
and the creation of a knowledge-based SME environment. EDC, SPRING 
and IE Singapore are the legislative bodies for SME policy, and they have 
issued quality standards in conformance with international levels, they have 
facilitated international trade and logistics performance, they have created 
dedicated action plans for the provision of services to SMEs in the effort for 
further development, they have supported the R&D centres, and they have 
set environmental performance targets for SMEs in the form of sustainable 
certification of buildings, energy and water consumption and also recycling. 
Moreover, the government provides incentives to SMEs through the Energy 
Efficiency Fund for the latter to improve the environmental performance. 
Also, the SMEs Development Plan contains policies regarding the access to 
entrepreneurial education, and social and inclusive entrepreneurship 
programmes. 

Thailand is the second largest economy in ASEAN, due to the FDI 
and export-oriented strategy for industrialization. The SME sector in 
Thailand is very productive, having a 78,5% share of employment, and the 
policy for SMEs is focused on continuously developing the economy, and 
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diversifying the productive structure. The first SME policy in Thailand was 
the SME Promotion Act, formulated in 2000; since then, SMEs have been 
facilitated through public policy the access to different resources, including 
finance (Small Industry Credit Guarantee Corporation Act). The Thai 
Industrial Standards Institute is certifying the community products for 
international level quality. Moreover, the National Economic and Social 
Development Plan focuses on the green policies for SMEs, including 
environmentally friendly growth for sustainable development, green 
labelling, green industrial manufacturing, life-cycle assessment on products, 
and green procurement policies, among others.SMEs are also helped by the 
Bureau of Environmental Technology to adopt environmental management 
systems and green technology transfers.  

Viet Namis a lower-middle income, predominantly rural country, 
with a dual economy, and, generally, 5-year policy plans. 98% of the 
businesses in this country are MSMEs, and they are all regulated through the 
SME law of 2017. Compared to all the other ASEAN countries, Viet Nam is 
nowhere near the legislative prospective of a growing economy. The quality 
standards are regulated through the STAMEQ, but certification of service 
quality, for instance, is provided by private entities. There is no transparent 
support for SMEs to meet international quality standards. Moreover, there 
are no specific policies for SMEs to become environmentally aware, and to 
practice sustainable principles, and there is no government agency that 
works exclusively with SMEs on this matter. At the same time, there are no 
incentives for SMEs that intend to achieve sustainability certificates or to 
simply institute sustainable practices.  

6. Conclusion 

The ASEAN countries are quite spread in terms of development and 
economic growth, but, when it comes to SME public policy the 
differentiation is not that profound, rather it can be observed across multiple 
time phases. All in all, the ethical and sustainable principles in the SME 
public policy are not the main concern for the majority of those countries. It 
is imperative for them to first develop and adjust the SME market to a point 
where the small enterprises can actually find themselves in situations where 
they request the existence of certain quality standards, of incentives for 
sustainable manufacturing and trading, or of support in the development of 
social and inclusive entrepreneurship.  

The richer countries of Southeast Asia not only opened dedicated 
bureaus for SME public policy, but also issued regulations and programmes 
to develop and support this growing economic sector through green, 
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sustainable and ethical initiatives. Nevertheless, there is a long way before 
ASEAN SME public policies start to focus on practices that pertain to the 
development of green directives. The 10 countries under study can be 
categorized based on their public policy on SMEs regarding sustainability, 
CSR practices and ethical principles as following: no or few SME policies for 
ethical and sustainable practices; growing SME policies for ethical and 
sustainable practices; and significant SME policiesfor ethical and sustainable 
practices. Within the first category, the study allocated Brunei Darussalam, 
Cambodia, Myanmar and Viet Nam. The second category comprises of Lao 
PDR, The Philippines and Malaysia. And the third category includes 
Indonesia, Singapore, and Thailand. The basis for differentiating the second 
and third category countries has been the range of ethical and sustainable 
practices and principles those countries have included in their SME policies. 
For instance, even though, Malaysia has instituted a considerable number of 
directives towards greening the SME sector, Thailand proved that the focus 
cannot be generally directed, rather spread across a wide range of fields of 
interests, such as industrial manufacturing, environmentally friendly growth, 
product life-cycle assessment, or even green procurement. 

In conclusion, to answer the research question less vaguely, the SME 
public policy in Southeast Asian countries is not yet generally focused on 
principles that pertain to ethics and sustainability, but the promising outlook 
of SMEs in these countries through the rising global value chain investments 
is bringing a fresh perspective on how SME policy can be improved. The 
study can be furthered by developing questionnaires for each country, to 
actually understand, from an entrepreneurial perspective the ways in which 
SME policies can be alternated and perfected based on ethical and 
sustainable principles.   
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