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SMEs  Important to Growth and wealth 
Creation
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• SMES are a principal source of growth and wealth creation 
and contributes to poverty reduction

• Most of the enterprises are small and medium sized 
enterprises

• SMEs are responsable for over 50% of the new Jobs created 
globally and in most developing countries, they employ more 
people than do large enterprises.

• In all Caribbean countries, SMEs account for approximately 
60% of all enterprises. If we include the informal ones, this 
figure could be larger.
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• Employment in SMEs is in low-quality and low-skilled 
jobs

• Some offer low wages 

• Operate in poor and unsafe working conditions

• They fall short in terms of productivity, 
competitiveness and market share

SMEs not achieving full potential



Informal Sector
 Particularly in the Caribbean, many SMEs operate informally

 In most countries, the informal sector account for between 50-60% of 
the micro and small businesses 

 Informality could manifest itself as:

 Households producing for their own use (including subsistence agriculture)

 Unregistered unincorporated enterprises producing at least partly for the market (among which 
it may be useful to distinguish groups by size), including informal cooperatives

 Registered enterprises who do not declare part of their economic activity to relevant 
authorities (including non-declaring employment relationships to the relevant authorities or 
under-declaring wages or working time)
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Working Conditiona in SMEs.  Can 
it be improved?

• The ILO believes that improved working conditions in SMEs  can lead to 
improved productivity and competitiveness

• Particular emphasis has been placed on specific range of practices such as:
– OSH
– Wages
– Training
– Working overtime
– “Bundles of human resource (HR) practices

 Fundamentally negative practices such as child labour, forced labour, 
sexual harassment and abusive managerial behaviors are not 
addressed given their obvious negative effects.
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Some Definitions 
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• SMEs – Firm’s  employing up to 50 persons (ILO); The EC and 
OECD  describe medium sized firms as 250 employees, small 
as 50 or less and micro as 10 or less.

• The UE argues that using financial turnover is inappropriate 
since there are many different sized  category of firms and 
there could be problems in bundling micro, small and medium 
sized firms.

• “Bundles of HR refers to practices in HRM which leads to 
improved performance such as recruitment and selection, 
performance appraisal, performance-based pay; training and 
development, employee voice, participation, information 
sharing and strategic people management.



Better Working Conditions.The 
evidence from ILO Research

Occupational Safety and Health

• A considerable body of evidence confirms a link between provision of OSH 
and positive firm outcomes.  This includes many studies that focus on 
practices, tools and techniques that treat OSH as essential

• A number of studies identify policies and tools
• Some studies posit that informal workplaces can apply OSH and 

productivity through easy-to-apply preventative tools and participatory 
approaches

• Evidence of a strong link across a sufficient range of organizations is 
lacking
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HR Bundles

There is considerable evidence that HR bundles in SMEs are positively 
associated with outcomes such as:

productivity,

innovation, 

Management practices, including social dialogue

staff retention and; 

customer satisfaction.

Studies provide persuasive evidence of a causal link between HR practices 
and outcomes, and some show that positive outcome increase overtime.
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Wages
 Research on the impact of prolonged periods of working long hours and overtime 

has identified negative short term effects(Injury) as well as adverse health effects; 
and decreased productivity.

 Some research has shown that moderate overtime can have positive effects if 
done voluntarily. 

 Studies suggest a positive association with wages and outcome such as 
productivity but evidence of a direct link is lacking.

 Studies on the impact of minimum wage legislation have found highly varies 
results.
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Working Time

Research generally support the benefits of 
flexible work arrangements, which entail shorter 
hours, and has shown strong positive outcomes 
at individual and Enterprise levels.
There is a strong gender dimension to the 
subject of working time
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Training

• The level and impact of training depends on the 
informal/informal appraoch to training, and the type of 
training method as well as factors such as the growth 
orientation of the firm, the sector it is operating in and the 
institutional training background in the country.

• There is some evidence of the benefits of training in SMEs but 
the evidence that training leading to improved Enterprise 
performance such as improved productivity is not so sound.

• Training must be linked to a bundle of HR practi
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Conclusion

• Bundles of HR practice provide the most convincing results 
providing support for this factor and better working 
conditions in SMEs

• The focus on OSH in SMEs has provided some evidence of 
good OSH provisions being associated with some positive 
Enterprise outcomes.  Similarly, there is some evidence of 
training, better working hours and wages .  However, the 
results still remain mixed.

• More research needed particularly in the Caribbean
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For further information please visit:
http://www.ilo.org
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