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1. Introduction

Japan’s Shindan System (Small and Medium Enterprise Management Consultants System) has a long history dating back to the early postwar years. Since the inception in the late 1940s, shindan (enterprise diagnostics and advice) and shindanshi (enterprise consultants) have been promoted by legislation, official assistance and enhancement of supporting organizations. The Shindan System is a relatively sophisticated system for the development of small and medium enterprises (SMEs). Few countries, even industrialized ones, have implemented it as effectively and broadly as Japan. Since the introduction of this system requires high policy capacity, it is all the more difficult for developing countries to incorporate it into their policy tools.
Despite this, there are a number of developing countries that are building a Japanese-style SME support system. Many emerging middle-income industrial economies in East Asia that have absorbed significant amounts of Japanese manufacturing investment have tried to create strong “supporting industries” (domestic industrial clusters engaged in the manufacture and processing of parts and components supplied to assembly-type manufacturing industries such as automobiles, electronics and electrical and industrial machinery) in order to strengthen their industrial capability amid intensifying global and regional competition or to maintain and improve their positions as production bases of Japanese and other multinationals. Some countries, such as Malaysia, have endeavored to establish an SME support system that covers not only assembly-type manufacturing industries but also other manufacturing and service sectors. In these countries, efforts have already begun to modify and simplify the Japanese model of SME consultation under public private partnership and Japanese cooperation.

This paper explains the Japanese Shindan System and reviews the recent experiences of the Association of Southeast Asian Nations (ASEAN) member countries that have started a selective introduction of the Japanese model. Particular emphasis will be placed on Thailand and Malaysia, where the transferring process has gone relatively far, and Vietnam, which is considering the introduction of this system in the near future. By studying these cases the characteristics of “translative adaptation” will be illustrated and the conditions for successful systemic transfer will be examined.
2. Japan’s Shindan System

2-1. Objectives and evolution
In the late 1940s, immediately after the end of World War II, Japan under the occupation of the US Forces faced the loss of human lives, physical damage caused by the war, supply shortages, and rampant inflation. As the Japanese government launched strategies for boosting production and rebuilding Japanese industries, it became aware of the importance of the roles that must be played by SMEs for economic recovery and development. To overcome various problems that plagued SMEs, the government decided to organize management experts with abundant know-how and experience.

In 1948, the Small and Medium Enterprise Agency was established with three policy pillars of finance, organization and enterprise diagnosis. Implementation manuals for basic SME diagnosis were compiled and professional consultants were recruited as the first step to support SMEs. The main task of the consultants at that time was to publicize the government’s financial support package to SMEs and help them utilize this policy efficiently so that the SME sector would not fall behind other sectors of the Japanese economy.
In 1952, the Minister of International Trade and Industry began to officially certify outstanding consultants and actively mobilize them in SME promotion policies. The shindanshi certification scheme was established under which consultants were given state recognition and registration numbers. They became public servants under the supervision of the government.

In 1954, the Japan Small and Medium Enterprise Management Consultants Association (J-SMECA) was founded as a nationwide professional association of shindanshi. Headquartered in Tokyo, J-SMECA established a branch in every prefecture of the country. It operated with a view to disseminating the Shindan System nationwide, improving the quality of shindanshi, conducting surveys and research, and interacting with related domestic and overseas institutions.

Up to this point, Japan’s Shindan System was created and developed to produce experts who assumed the public mission of supporting the government’s SME policy at the operational level. However, as the system proved quite successful, it attracted growing interests and higher expectations. The scope of shindan activities was expanded from public to private domain. The major mission of the system gradually shifted to the private sector-led development and utilization of management consultants.

In response to this policy shift, the Small and Medium-sized Enterprise Basic Act was amended in 1999 and an additional law, the Small and Medium-sized Enterprise Support Act, was enacted in 2000. With these legal changes, the provision of management diagnosis and advice by private consultants and corporations was officially recognized as an additional mission of the system. Furthermore, the scope of business diagnosis was expanded to handle not only support for business start-ups and improved operations but also business re-engineering and credit assessment. These revisions also redefined and enhanced the roles of J-SMECA, which was designated as the sole institution responsible for (i) drawing up a curriculum for shindanshi training programs; (ii) determining the contents of shindanshi exams and implementing them; and 3) registration and renewal of shindanshi certificates.
In 2004, activities of the Japan Small and Medium Enterprise Corporation, the Japan Regional Development Corporation, and the Industrial Structure Improvement Fund were consolidated to form an independent administrative institution known as the “Organization for Small and Medium Enterprises and Regional Innovation, Japan (SMRJ).” The main duty of SMRJ is to revitalize the Japanese economy by providing comprehensive support to SMEs in collaboration with local governments.

In 2006, there was a major revision of the Shindan System to address the problems identified up to that point. Modifications included giving a more flexible time frame for taking exams, making the primary exam compulsory for all candidates (the exam consisted of two rounds), extending the period for renewing registration, and placing more emphasis on the actual practice of shindan as the requirement for certificate renewal (Section 2-2).

The salient features of Japan’s Shindan System, whose institutional evolution has been illustrated above, are as follows.
First, the system has a long history of over 60 years and has undergone constant adjustments in response to the changing needs of the society. As previously mentioned, the system, which was created to fulfill public duties, gradually diversified its scope of operation prompted by the positive evaluation of the system and an increased supply of human resources from the private sector. In line with this development, institutional objectives have been modified, law has been amended, and the tasks of supporting organizations were redefined.

Secondly, despite the shifting emphasis from public purposes to private sector service provision, the system is still managed with government approval, involvement and support. The fact that the Shindan System continues to be supported by laws, budgetary allocation,
 state registration, the designation of a supervisory ministry and related agencies, and policy concern given by them bestows it an unambiguously official status.

Thirdly, the Shindan System is solidly institutionalized with a nationally uniform curriculum for shindanshi education, state authorization of training institutions, state exams, and the registration and renewal scheme. Participants of this system are more guarded by state authority and institutions than students graduating from, for example, a standard MBA program.

Fourthly, the system is well managed and supported by a wide variety of related organizations. Administrative organizations include the Ministry of International Trade and Industry (reorganized as the Ministry of Economy, Trade and Industry in 2001), the SME Agency, and J-SMECA which are already mentioned. SME Universities, run by SMRJ with its nine campuses across Japan, are the principal organizations providing shindanshi training. In addition, J-SMECA and some private universities and schools also offer preparatory courses for shindanshi exams, short-term training, and related lectures.

The fifth point is the diversity of activities conducted by shindanshi. Shindanshi certificates issued by the government are held by not only consultants offering management advice to Japanese SMEs but also government officials in charge of SME policies, professionals working in private corporations and financial institutions, experts mobilized for enterprise diagnosis outside Japan through international cooperation programs, and individual business owners.
 Their objectives for obtaining the shindanshi certificate also vary from enhancing their own management capacity, improving career prospects in organizations where they work, acquiring the official status necessary for or advantageous to their lines of business, and for self-improvement.

The first column in Table 1 shows the total number of registered shindanshi. The temporary decline in 2003 and 2004 was due to drop-outs in anticipation of the tightened renewal requirement starting from 2006 (see below). From 2005 onward, the total number of registered shindanshi resumed an upward trend and reached 18,682 by 2008. Table 1 also lists the numbers of shindanshi exam takers and successful applicants, and the ratio of exam takers to passers in respective years. In 2007, the number of people who passed the primary exam was 2,776 (16.5% of total applicants of 16,845), while only 799 (4.7% of the same) passed the secondary exam, indicating the competitiveness of this exam. In recent years the number of primary exam takers has increased greatly while the final passers rose only modestly, which shows an increasing popular interest in shindanshi certificates. Moreover, the number of people studying for shindanshi exams is far greater than those who actually take the primary exam.
Table 1. Registered Shindanshi, Exam Applicants and Passers
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takers
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passers ratio

1989 11,222            4,989              422                 11.8

1990 11,570            6,142              439                 14.0

1991 12,256            6,745              480                 14.1

1992 12,334            7,941              494                 16.1

1993 12,866            8,830              630                 14.0

1994 13,727            9,364              660                 14.2

1995 13,989            9,762              649                 15.0

1996 14,542            9,490              638                 14.9

1997 15,352            9,358              665                 14.1

1998 15,657            10,089            689                 14.6

1999 16,305            11,409            716                 15.9

2000 17,115            11,925            615                 19.4

2001 17,860            10,025            627                 16.0

2002 18,245            12,447            638                 19.5

2003 17,429            14,692            707                 20.8

2004 17,242            15,131            646                 23.4

2005 17,559            13,476            702                 19.2

2006 18,158            16,595            805                 20.6

2007 18,682            16,845            799                 21.1

Shindanshi exams

Total number

of registered

shindanshi


Source: SME Agency. The applicants-to-passers ratio is calculated by simply dividing the number of primary exam takers by the number of applicants who successfully passed the secondary exam in each year. Applicants are actually given a three-year maximum time frame from taking the primary exam to passing the secondary.

2-2. Exam and registration scheme
The shindanshi exam and registration scheme was significantly revised in 2006.

Prior to 2006, there were two alternative ways of becoming certified shindanshi. The first was to pass both the primary and secondary exams and participate in consulting practice at SMEs as an intern or conduct actual SME business consulting for at least 15 days. The second was to complete a training program at an SME University (covering the same subjects as in the above-mentioned primary and secondary exams) and take part in at least one practical case to demonstrate comprehensive diagnostic skills. Either way, successful candidates were granted registration numbers with their names published in the official gazette. Shindanshi registration was valid for five years. In order to renew it, shindanshi had to attend at least five training classes and engage in actual business consulting for at least nine days during the five-year period.
One major problem in this exam and registration scheme was the fact that the second way (studying at an SME University) was generally easier than the first way (passing the two rounds of exam) to obtain the certificate. Another problem was that it had become a particularly heavy burden on the first group, both psychologically and in terms of time, to have to simultaneously pass in all the eight subjects in the primary exam.
The scheme was revised in 2006 to address these problems. First, applicants were no longer required to pass all seven subjects at once in the primary exam (with the eighth subject moved to the secondary exam), and could opt to take the subjects separately over a three-year period. Moreover, even if an applicant who fails any subject can retake it within the three-year time frame. Secondly, the primary exam had become compulsory for all applicants seeking shindanshi certification. After passing the primary exam, the candidate could now choose to either take the secondary exam or study at an SME University. A third revision was related to the renewal of certification where five-year validity could be extended in certain cases. For example, a shindanshi who has practiced shindan for the first three years of his/her registration period but wants to temporarily stop it, for example, to be assigned to another duty in an organization or take up another business, can now file an application for business suspension to the SME Agency. If approved, this shindanshi can retain the remaining two years of validity for a later time (however, the maximum period of suspension cannot exceed 15 years). A fourth revision was concerned with the requirement for renewing certification. More emphasis was placed on the track record as an active consultant. To renew the certificate, a shindanshi must now engage in actual business consulting for at least 30 days during the five-year period in comparison with the previous requirement of at least nine days.

Figure 1. Current Shindanshi Exam and Registration Scheme
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Source: J-SMECA.

2-3. Training programs

SME Universities under SMRJ are the most important organizations for shindanshi training. Tokyo SME University, its flagship campus, was founded in 1962 and eight additional campuses were established in various regions of Japan in the 1980s and 1990s.
 By February 2008, Tokyo SME University has produced 156,000 graduates. Unlike a typical four-year university, an SME University does not confer academic degrees upon completion of study. It is an institution providing practical know-how used in actual business operations. It also organizes courses for updating management know-how, SME management strategies and tactics, human resource management methods, and other necessary skills to registered shindanshi.

SME Universities have also undergone a transformation to meet the changing needs of the times. Training programs of Tokyo SME University (initially known as the Japan Guidance Center for SMEs) were originally divided into the manufacturing industry course and the trade and distribution course. They were one-year courses featuring both theory and practice. In 1963, the Japan Guidance Center for SMEs was officially recognized as a special entity for shindanshi training. An information technology course was added in 1987, and the scope of practical training in management diagnostics was expanded to include trade and distribution businesses in 1993. In 2000, the manufacturing industry, trade and distribution, and information technology courses were consolidated into one comprehensive course. From that point onward, a six-month comprehensive training course has been held twice a year. This consolidation was in response to the growing demand for shindanshi possessing broad knowledge and skills. As a result, students had to study a wide range of subjects taught at SME Universities instead of specializing in one or a few subjects. Another change in training programs was brought about by the enactment of the SME Support Act in 2001,
 which transferred responsibility for shindanshi exam and registration from the private sector to the government. In 2006, new training programs were initiated that reflected the revisions of the exam and registration scheme mentioned in the previous subsection.
As explained above, after 2006, all applicants seeking certification as shindanshi must pass the primary exam, then choose to either take the secondary exam or study at an SME University. In the latter case, candidates are admitted to an SME University through a selection process based on application documents and an interview. The six-month training program at an SME University is divided into two parts: Business Consulting I and II. In Business Consulting I, students study specific management aspects and acquire related diagnostic and advisory skills. In Business Consulting II, practical diagnostic and advisory skills covering companywide management issues are obtained. To receive a certificate of completion, students must attend over 90% of the courses with proper attitude and satisfy minimum standards set by the University. The certificate of completion automatically entitles the holder to a shindanshi certificate and a registration number issued by the Minister of Economy, Trade and Industry.

Figure 2 shows the training program flow at SME Universities and Table 2 lists the subjects studied in Business Consulting I and II.

Figure 2. Outline of SME Training Program
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Source: Business Support Department, SMRJ.

Table 2. Curriculum for Shindanshi Training at Tokyo SME University
The curriculum consists of (i) theoretical training based on case studies; (ii) SME diagnostic and advisory practice in a group; and (iii) small-size seminars for deepening skills in areas of specialization of each student.
Business Consulting I

	<Theoretical training>

	Management strategy
	To acquire diagnostic and advisory skills in drawing up management strategies and plans, and executing these strategies and plans.

	Marketing and sales management
	To acquire diagnostic and advisory skills in marketing and sales management and realizing such strategies and plans.

	Human resources management
	To acquire skills for identifying problems pertaining to human resources management, together with diagnostic and advisory skills on solving them, in order to realize the business strategy.

	Advice theory
	To acquire diagnostic and advisory skills by participating in the corporate problem identifying and solving process, and earning trust from assisted companies, in order for them to achieve their organizational objectives and goals.

	Finance and accounting 
	To acquire diagnostic and advisory skills with regard to corporate financial positions through analysis and assessment of current conditions of assisted companies, and evaluation of their future plans from a financial perspective.

	Information technology
	To acquire diagnostic and advisory skills centering on IT planning, by understanding key steps toward introduction of IT systems and adopting IT systems consistent with the management strategy.

	Production management
	To acquire the skills for identifying problems pertaining to production management, together with guidance and advisory skills for solving them in order to realize the management strategy.

	Retail shop management
	To acquire diagnostic and advisory skills with regard to retail shop and store management through an efficient floor and shelf layout in accordance with the management strategy.

	<Practice>

	Manufacturing industry business consulting practice
	To develop the ability for identifying management problems by comprehensively understanding the circumstances surrounding the operations of small and medium-sized manufacturers, and to acquire the skills for drawing up management improvement plans to solve these problems.

	Trade and distribution business consulting practice
	To develop the ability for identifying management problems by comprehensively understanding circumstances surrounding the operations of small and medium-sized traders and distributors, and to acquire the skills for drawing up management improvement plans to solve these problems.


Business Consulting II

	<Theoretical training>

	Integrated management
	To acquire necessary perspective for solving companywide management problems in order to formulate corporate strategies. To develop comprehensive strategic thinking through discussion-centered training.

	Integrated trade and distribution business
	To conduct various business analyses of small and medium-sized traders and distributors for proposing overall business strategies, and to acquire diagnostic and advisory skills with regard to fully utilizing management resources and proposing implementation measures.

	Integrated manufacturing industry
	To conduct various business analyses of small and medium-sized manufacturers for proposing overall business strategies, and to acquire diagnostic and advisory skills with regard to fully utilizing management resources and proposing implementation measures.

	Business start-ups and venture business

	Support of business model building: To acquire diagnostic and advisory skills tailored to assisted companies through training centering on discussions on problems and success factors pertaining to the establishment of business models.

Development of advisory skills: To acquire comprehensive diagnostic and advisory skills by proposing support measures for a large number of actual cases brought to SME consultation organizations.

	Management innovation


	

	Corporate rehabilitation
	To acquire diagnostic and advisory skills with regard to corporate rehabilitation through training centering on discussions on corporate rehabilitation laws and the design process of rehabilitation plans.

	Business alliance
	To propose strategies to corporations endeavoring to form business alliances across sectors and regions, and to acquire diagnostic and advisory skills with regard to fully utilizing management resources and proposing implementation measures.

	Internationalization strategy
	To acquire diagnostic and advisory skills with regard to full utilization of management resources through training centering on discussions on case studies in which corporations expanded into or withdrew from overseas markets.

	<Practice>

	Management strategy and strategic plan design practice I
	To acquire skills for clarifying management strategies for SME operations, and formulating concrete and practical execution programs to realize strategic management.

	Management strategy and strategic plan design practice II
	

	＜Seminar＞

	Seminars
	To acquire practical skills through on-site, small-group theoretical training and practice, with the aim of deepening the knowledge and skills in areas of specialization of individual students.


Source: Business Support Department, SMRJ.

2-4. Renewal of registration

A shindanshi certificate is valid for five years. In order to renew it, a registered shindanshi must submit necessary documents to J-SMECA one month prior to the expiration. Two requirements for renewal must be completed within the five-year period of registration: taking courses (“to absorb new knowledge”) and engaging in consultancy business (“to maintain practical skills”).
Under the first requirement, a shindanshi applying for renewal must attend at least five training courses organized by J-SMECA. The objective of this requirement is to ensure that shindanshi possess updated knowledge for consultation and are familiar with the latest SME policies of the government. Each course takes four hours, and a shindanshi must in principle attend one course per year. However, another option to meet this requirement is to write a report on the concrete cases of SME consultation in which the shindanshi was involved. This option is intended for consultants unable to attend training courses due to legitimate reasons such as continuously practicing shindan abroad.
Under the second requirement, a shindanshi must submit evidence of actual engagement in business consulting for at least 30 days during the validity period of five years. This requirement is designed to ensure that certified shindanshi are practitioners who apply their knowledge and skills to actual cases instead of possessing the certificate to adorn their CVs. The revision made in 2006 increased the number of days required for practical engagement from nine to 30 days, forcing some shindanshi whose main lines of business were not business consultation to drop out.

As previously mentioned, since 2006, shindanshi have been permitted to suspend their five-year period of registration. By filing an application for business suspension to the SME Agency during the valid period, shindanshi can now stop their consultation activities for up to 15 years and keep the remaining term for a later stage, in order to engage in other duties or businesses. However, prior to revalidation such shindanshi must attend five training courses to update their knowledge on theory and government policies, and engage in actual business consulting or an internship program for 15 days.

2-5. Matching between shindanshi and SMEs

Business Clinic, a human resource information program of J-SMECA, provides matching service between shindanshi and SMEs. J-SMECA currently boasts more than 9,000 members, of which 99% are registered shindanshi and the remaining 1% are financial and credit institutions in support of J-SMECA. Through the website of J-SMECA (www.j-smeca.jp), an SME can take advantage of the matching service offered by Business Clinic in the following steps:

1.
An SME seeking shindan diagnosis and advice registers for the service. After assessment by J-SMECA, an approved company is issued an ID and a password. 

2.
The company searches for the profile (business career information) of consultants that matches its needs.
3.
The company notifies J-SMECA of the desired consultant profile.
4.
J-SMECA introduces an individual consultant to the company.
5.
The company negotiates scope and terms of consultation with the designated consultant. Upon mutual agreement, a contract is concluded.
J-SMECA, acting as an intermediary, offers this information and matching service free of charge to both shindanshi and SMEs. However, consulting fees arising from the contract must separately be decided by the two parties.

2-6. Linkage with SME finance

When shindanshi who provide business consulting services to SMEs work closely with financial institutions that extend loans to SMEs, the win-win-win situation is created among SMEs, shindanshi and financial institutions which makes the diagnosis and advice offered by shindanshi truly effective. When an SME files a loan application to a bank or financial institution, it must prove the growth potential of its business activities and the prospects of profitability in the future. In this regard, the fact that the SME is receiving or has received analysis, judgment or advice from shindanshi is important information that positively influences the financial institution’s decision to grant a loan.

The Japan Finance Corporation (JFC) plays a vital role in extending financial support to SMEs (which includes individual proprietors and micro enterprises). JFC was created in 2008 by merging the SME finance-related operations of four government-affiliated financial institutions: the National Life Finance Corporation, the Japan Finance Corporation for Small and Medium Enterprise, the Agriculture, Forestry and Fisheries Finance Corporation, and the Japan Bank for International Cooperation. It is a comprehensive policy finance institution wholly owned by the government. As of March 2008, JFC had 152 branch offices and 8,117 employees with the sectoral allocation of outstanding loans as follows: 7,860 billion yen for micro business and individual proprietorship (including business start-up support); 2,823 billion yen for agriculture, forestry, fisheries and food businesses; 5,814 billion yen for SMEs; and 7,313 billion yen provided by the Japan Bank for International Cooperation.

Reports submitted by shindanshi on expected profitability of business plans are an important consideration for JFC when making loans to SMEs and individual proprietors. These reports also function as a credit guarantee for the loans provided by JFC or other financial institutions. In this way, shindanshi and JFC can be said to have established a mutually dependent and beneficial relationship in support of SME finance.

2-7. A shindan case
The following case was extracted from the actual examples of shindan diagnosis and advice posted on J-SMECA’s website and summarized by the present author. The company in question is a jewelry and accessory manufacturer in Yamanashi Prefecture. Founded in 1973, the company is capitalized at less than three million yen and has an annual sales turnover of less than 100 million yen. The information below was reported by a shindanshi who took charge of this case.

Owning the land, buildings and facilities with no bank loans, the company enjoyed relative financial health. However, faced with declining orders as a result of stagnant domestic demand and fierce competition from low-priced imports, the company was forced to slash its workforce. Although the general director was broadly aware of the need to innovate company management, the company had not yet funneled sufficient efforts to enhancing its operation. The general director and the sales manager (the father and the son) were the only ones who designed products and conducted marketing.

A financial institution introduced the shindanshi to the company. After an interview, the shindanshi concluded that the company needed to establish a business strategy and improve management by taking advantage of the company’s technical capacity and client base. Another challenge was to explore new areas of business and launch new products other than the mainstay ones. For this, the top priority was to enhance the marketing capability to retain old customers and garner new ones.

Consultation resulted in establishing the corporate vision which would guide its future path. In order to build a competitive edge and organizational autonomy, the company began to entice active participation of its employees and reinforce its operational mechanisms. Specifically, the following steps were taken under the diagnosis and advice of the shindanshi:
1.
The company’s resources, markets, position in the industry, and future direction and activities were identified through SWOT analysis. In order to clearly define its vision and improve overall capability, the company management, together with its employees, drafted a management policy and a long-term plan, and also reviewed management strategies.

2.
Proposals were made from the workshop floor to improve operation and boost product quality and productivity. The layout of the workplace was altered and the possibility of any loss or waste was reviewed to eliminate duplication and inefficient use of materials, tools, time and information. In order to renovate the working environment, every employee was required to be thoroughly aware of and comply with 5S and basic movements.

3.
The company created an action plan matrix in which management, task teams and individual employees could set, implement and monitor concrete goals.

4.
The company established a proposal system by which all employees could participate in operational improvement, corporate reform, and technical and marketing enhancement. The company created a standard form to facilitate the submission of proposals by employees.

5.
The company, which hitherto relied on order-based production, had no corporate brochure or website and engaged in no promotional activities. As its scope of business expanded, the need to externally project its technical capacity, experience and reliability was recognized.
The consultation resulted in the following concrete actions:

1.
The company formulated its corporate vision.

2.
From the general director on down, all staff changed mindsets and began to contribute to business innovation. In order to move away from order-based production, the company was determined to boost R&D capability for designing original products and promote aggressive marketing where the company actively proposed merchandise and presented samples to potential customers.
3.
The company compiled a customer database as a basis for drawing up short-, medium- and long-term plans. It was set to analyze the needs of loyal customers and conduct targeted and proposal-based marketing. Its marketing and product development capacity was to be developed.
4.
The company added IT to the toolkit for achieving its goals.

5.
Management, task teams, and individual employees set concrete goals specifying “who will do what with whom, by when, how, and why” and began to strive for them. The entire company confirmed the goals for improvement, and encouraged self-motivation and participation of all employees by concretizing targets and introducing an award program and a proposal system.

6.
The company was determined to strengthen relations with external business associations and organizations.

7.
In order to increase the cash flow, the company was considering the better use of available office space.

8.
The company showcased its products at exhibitions and local industry promotion centers in Yamanashi Prefecture. The company planned to launch new marketing tools in the future including electronic sales, a virtual shop and e-commerce site on the website.

3. Transferring the Shindan System to ASEAN

3-1. Overview
Japanese manufacturers have built large assembly clusters of automotive, electronics and electrical, and other machinery products in the ASEAN region. These industrial clusters have become export launch pads as well as domestic supply bases of these countries. To maintain and raise international competitiveness of these industrial clusters, the domestic supply and processing of parts and components with high quality, low cost and on-time delivery must be secured. Such manufacturers serving industrial assemblers are called “supporting industries.” Supporting industries can be either local companies or foreign parts makers located in the country. If local companies grow to replace foreign ones, it would even be better for the enhancement of income and industrial capability of that country. Although foreign companies of other nationalities, such as EU, US, Taiwan, Korea, China and India, also invest in the ASEAN region, Japanese companies are collectively the largest assembly-type industrial producers in the region and the Japanese public and private sectors are the most active supporters of industrial policies of the ASEAN countries as well as the largest providers of industrial cooperation in technology, management, human resource development and institutional building.

The large presence of Japanese manufacturers and the orientation of Japan’s external economic policy as described above are the backgrounds for the growing interest in adopting Japan’s Shindan System in the emerging industrial economies of ASEAN. In many of these economies, this system has already been integrated into the industrial policy toolkit. Transfer of the Japanese model has aimed at producing mutual interests between ASEAN countries that want to strengthen their industrial power and Japan which is eager to further develop the region as the site of Japanese-style monozukuri (manufacturing). Although the Shindan System is expected to bear fruits in the long run, its adoption has been accelerated by a series of short-term shocks such as the Asian Financial Crisis in 1997-1998 and collapsing ASEAN exports following the Global Financial Crisis in 2008-2009. In all cases, Japan directly assisted the introduction of the Shindan System in the ASEAN region.

In 1999, when the Asian Financial Crisis ended, the Japanese government offered to implement a five-year program to introduce a shindan system in Thailand and eventually produced about 450 Thai shindanshi. Since then, the Thai private sector has taken over to continue to provide various training programs for shindanshi. In Indonesia, the industrial support program of the Japanese government was initiated in 2003 which included an introduction of a shindan system to that country. With the aid of Japan, consultants were trained and a study was conducted in preparation for institutionalizing a training program and a state certification scheme, and responsible offices at local levels were also founded. The Indonesian Shindan System was officially inaugurated in 2006 and about 300 shindanshi have been certified. In Malaysia, as part of technical cooperation following the Japan-Malaysia Economic Partnership Agreement signed in December 2005, Japanese experts conducted a series of training courses for SME policy officials for two-and-half years from 2006 and produced 68 “SME counselors.” Meanwhile, when the Japan-Philippines Economic Partnership Agreement was signed in September 2006, Japan promised to help the Philippines to develop a shindan system and pilot projects were launched in five of the country’s provinces. Vietnam, a latecomer in industrialization in comparison with the above-mentioned ASEAN countries, has also been working with Japan to draw up an “Action Plan for Supporting Industry Development” since the spring of 2008. Under this bilateral effort, an examination of Japan’s Shindan System and similar systems adopted in the neighboring countries has begun in order to evaluate the feasibility of transplanting the system to Vietnam.

All in all, the introduction of the Japanese Shindan Model to ASEAN is a recent phenomenon. ASEAN countries are still going through a trial and error process to adopt and adjust it. Among them, we will examine three countries in detail: Thailand, which introduced the system more than ten years ago and has achieved certain results; Malaysia, which has been developing “SME counselors” under a clearly defined SME promotion policy; and Vietnam, which has just begun studying the system from scratch.
3-2. Shindan in Thailand

As previously mentioned, the Shindan System was introduced to Thailand under a five-year program conducted from 1999 to 2004 as part of the Japanese government’s support measures for the country after the Asian Financial Crisis. A total of 115 Japanese experts were dispatched to Thailand by the Japan International Cooperation Agency (JICA) and Japan Overseas Development Corporation (JODC), repeated one-year training courses five times, and produced around 450 Thai shindanshi. The courses were divided into a full-time course and an evening and weekend course. Only the trainees who completed the full-time course and met certain criteria were certified as shindanshi. Separately, subject-specific instructions were provided for trainees who took evening and weekend courses. In this program, the Japanese word shindan was used to refer to business management consultancy instead of the Thai word, in order to raise the awareness that the system had Japanese origin.
After Japanese support for training Thai shindanshi ended in 2004, the Thai and Japanese governments became less involved in the newly introduced Shindan System and shindanshi. The provision of shindanshi education and training was liberalized and privatized, with the result that various universities, colleges and training institutions began to offer such courses on a commercial basis and charging tuition fees. Unlike the original system in Japan, these training courses are not subject to any governmental authorization, standardized curricula or state exams. They are offered under free market competition just like courses for self-improvement or post-graduate education. Moreover, to meet the diverse demand of learners, modifications and simplifications were made to program contents. Although the original full-time training course under the Japanese assistance required 1,044 hours of study, simplified versions of recent years required only 600 hours or even 300 hours to complete. There are also training institutions that offer quick courses lasting 60 to 70 hours in specific subjects only, such as business management, production management, or marketing.

Most Thai shindanshi produced by the Japanese assistance or subsequent courses are employed by corporations, universities or financial institutions. They usually conduct shindan as a part-time job, offering consulting services to private companies on a commercial basis or giving lectures in Thai government’s programs to develop industrial human resources. In this sense they are no different from other non-shindan management consultants. To provide such services, they do not really need to know the Japanese-originated shindan, since a U.S.-style MBA degree would also suffice. However, there are many Japanese manufacturers and local suppliers having transactions with Japanese manufacturers in Thailand, and the term shindan is well recognized and highly regarded among them. For this reason, it is imaginable that certification as a shindanshi gives a clear professional advantage to a Thai business consultant, even if the certification is not a state-authorized one.

Compared with the original Japanese model, the consultant system imported into Thailand has the following features. First, the concept of shindan is different. In Japan, a shindanshi is expected to be an expert with broad knowledge providing comprehensive diagnostics as well as practical advice on solving problems of an SME. In Thailand, by contrast, business consultants are usually specialized in certain subjects and only conduct diagnosis, leaving the discovery of solutions to other professionals. Secondly, the Thai Shindan System is not institutionalized. There are few supporting institutions and shindanshi certification does not carry state authorization. This situation may be natural as the system was introduced to Thailand relatively recently. As mentioned below, however, efforts to institutionalize the system have already begun.

Since shindanshi training in Thailand is flexible, universities, colleges and training institutions that offer MBA degrees and management courses can freely offer a wide variety of shindan-related courses. Among them, three institutions play a central role in training consultants: Thai-Nichi Institute of Technology (TNI), University of the Thai Chamber of Commerce (UTCC), and Bangkok University. These institutions set admission requirements, hire lecturers, formulate curricula, and decide required numbers of credits for completion, and so on, independently and based on their own standards. However, all three institutions are similar in that they combine theory and practice in their programs. Let us examine the training program of TNI, an academic institution designated as a central pillar for shindanshi education by the Thai Ministry of Industry.

TNI is a private university run by the Thai people. Its mother organization, Technology Promotion Association (TPA), is an NPO founded in 1973 by former Thai students who studied in Japan to provide technical and language training, publication, testing and shindan services. TPA opened TNI in 2007 to realize its long-term objective of creating a full-scale university to teach Japanese-style monozukuri (manufacturing). The Japanese government, businesses and universities have supported TNI by dispatching lecturers, providing technical assistance and equipment, and through collaboration between academic institutions although no direct financial support was given. TNI offers two MBA programs, Industrial Management and Executive Enterprise Management, both of which are two-year programs. The shindanshi training course is incorporated into the latter. In addition, TNI provides medium-term programs lasting 300 hours and short-term programs lasting 60 to 70 hours, with modularized lectures.

Table 3 outlines the shindanshi training course for master-level students enrolled in the Executive Enterprise Management program at TNI.

Table 3. Consultant Training Course at TNI

[image: image4.emf]Bachelor degree in engineering, science, economics or business management

25 years of age or older and at least 2 years of experience in business management;

Financial ability to pay tuition fee (200,000 baht/year)

Ability to commit enough time to study

Internal lecturers teach compulsory subjects while outsourced lecturers teach optional

subjects or to give special lectures.

Lecturers must have necessary academic degrees and sufficient experience in business

consulting, industrial work, and teaching.

Internal lecturers must improve their capacity by participating in short-term training,

research, student supervision and advice in OJT and essay writing.

Teaching method A combination of classroom lectures, factory visits, case study analysis, OJT, special

lectures, group study, and presentations

A total of 42 credits are required for graduation.

Choose Plan A (10 subjects and 1 master thesis) or Plan B (13 subjects and 1 term paper).

10 compulsory subjects: Managerial Accounting and Finance, Strategic Marketing,

Production Management 1, Production Management 2, Human Resources Management,

IT, Case Study Analysis, Practical Enterprise Diagnosis and Advice (Shindan ), Practical

Strategic Management, and Essay Writing

Optional subjects: Business Counseling, Toyota Production System, Venture Business

Planning, Business Development and Evaluation, Overseas Seminars, etc.

Admission

requirements

Lecturers

Curriculum


Source: TNI.

A comparison with Japan’s shindanshi training (Table 2) reveals that this program is centered on the manufacturing sector with no instructions on the trade and distribution sector, and places emphasis on basic subjects while applied subjects such as management innovation, corporate rehabilitation, business alliance, and internationalization strategies are excluded. TNI’s training course takes longer (two years) to complete than at Japan’s SME Universities (six months). This is natural because university-based training in Japan constitutes only part of the shindanshi education and is for students who have passed the primary exam, while Thai students are expected to acquire all knowledge and skills at the university. Incidentally, “OJT” in Table 3 means that students taking certain subjects are required to visit factories. Specifically, Production Management 1 and 2 require one factory visit each, and Practical Enterprise Diagnosis and Development require two visits each. In addition, it is compulsory for students to visit five to six best-practice factories.
The Thai economy slowed down significantly as a result of the global economic recession that originated in the US in 2008. The Thai government is re-discovering the importance of the Shindan System in order to accelerate economic recovery and promote a steady growth of SMEs over the long run. The authorities are now considering ways to enhance and further institutionalize the current Shindan System.

In particular, the Department of Industrial Promotion (DIP) of the Thai Ministry of Industry regards the Shindan System as one of the industrial policy tools that must be combined with private-sector initiative, and intends to broaden the scope of the system.
 In doing so, Thailand does not want to import the current Japanese model which has evolved into a very complex system, but wants to selectively introduce more basic know-how to meet the specific needs and available resources of the country. For instance, Japan’s shindanshi exam requires applicants to acquire comprehensive knowledge, whereas Thai applicants are allowed to focus on specific fields or acquire partial knowledge. In creating the shindanshi training program, the authorities also would like to refer to the Japanese curriculum in the 1960s rather than the highly developed one of the present day. Moreover, as the need for management and technical consultation grows and becomes more diversified, the Thai government plans to shift the burden of actual implementation of SME assistance from the government to the private sector, and increase the supply of private-sector shindanshi relative to public-sector ones. As the private sector takes over the task of training shindanshi, the government will focus on institutionalization and coordination. It is also pointed out that linking shindan activities with SME policy finance is another challenge for Thailand, as the two are currently separated.

The Office of Small and Medium Enterprises Promotion (OSMEP) is another state agency in charge of SME policies, coordination, monitoring, and database management. The policy direction of OSMEP has shifted from policy responses in the aftermath of the Asian Financial Crisis (The First SME Master Plan 2002–2006) to productivity and innovation (The Second SME Master Plan 2007–2011).
 Despite the current global recession, capacity building of SMEs will continue to be the central theme of the master plan following the current one. Cost reduction and innovation are the two main measures for enhancing SME capacity, and shindanshi are expected to play a significant role in the former. Reinforcing the Shindan System is considered to be a means to attain many goals and performance criteria specified in the SME master plan. As of 2010, a JICA-funded Thai-Japanese joint pilot project to assess the business consultation needs of SMEs as well as the abilities of Thai shindanshi is being undertaken in Chiang Mai and Surat Thani. The plan to establish “Shindan House,” a proposed Thai counterpart to Japan’s J-SMECA, is also being discussed. Shindan House is expected to be responsible for shindanshi registration, standardized training curriculum, monitoring of training activities, and formation of a shindanshi association.

The Ministry of Industry has had a long cooperative relationship with Japan and implements concrete programs and projects while OSMEP, founded in 2000 and starting operation in 2002, is a drafter of SME master plans. Although OSMEP is under the supervision of the Ministry of Industry, it performs broad functions such as coordination among different ministries and agencies and one-stop service for SME supporting measures.
3-3. SME counselors in Malaysia

In Malaysia, the importance of SMEs is strongly recognized in its development strategy. This is evident from special attention given to SMEs in key industrial documents such as the Second Industrial Master Plan 1996–2005 and the Third Industrial Master Plan 2006–2020; the formation of the National SME Development Council chaired by the prime minister in 2004; the establishment of SME Corporation Malaysia (SME Corp) by merging SME-related agencies in 2009; policy documents specializing in SME issues such as the Small and Medium Industries Development Plan 2001-2005, Annual SME Integrated Plan for Action, and SME Annual Reports; and the management of National SME Database and SMEinfo Portal by the government.
For Malaysia, there are both economic and social reasons behind attaching great importance to SMEs. Economically, there is a recognition that rapid industrialization thus far has been largely supported by multinational corporations (MNCs) and government-linked companies (GLCs), whereas the contribution of private SMEs has been small and their linkage with the global economy and foreign partners is weak. The Malaysian government has great expectations for domestic SMEs to become a new economic driving force replacing the traditional players such as MNCs and GLCs. This policy desire is expressed, for example, in the national goal of raising SMEs’ contribution to the country’s GDP from 32% in 2005 to 37% by 2010.

The social reason for promoting SMEs, on the other hand, is derived from the fact that Malaysia’s population consists of three major ethnic groups: Malay, Chinese and Indian. Raising the status of the Malay people, who are the poorest and economically the weakest, has long been an overarching objective for Malaysia. The government is hoping to achieve this by introducing market-oriented social policies to help Malay SMEs create value and become more autonomous rather than administrative or redistributive measures traditionally employed in the Bumiputra (native Malay) policy.

In this regard, New Economic Model, which spells out the policy orientation of Prime Minister Najib Tun Razak who assumed the office in April 2009, is worth noting.
 It is an economic policy package aimed at building K-economy and value-creating industries which are supposed to help Malaysia to escape the “middle-income trap” in which it is said to have been caught. The policy package consists of five pillars: (i) economic reform (i.e. further liberalization); (ii) promoting private-sector investment; (iii) creating new sources of growth which include not only manufacturing but also services and growth corridors; (iv) long-term fiscal soundness and sustainability; and (v) high-quality human resources.
Despite the growing interest in SME promotion, Malaysian SME policy is no longer centered on the development of “supporting industries” or domestic suppliers of parts and components for automobile and electronic assembly. Unlike Thailand, the Malaysian government does not place particular emphasis on SMEs strengthening ties with manufacturing MNCs operating in Malaysia or enhancing their capacity to supply parts and components to such MNCs. Instead, Malaysia attaches great importance to the emergence of SMEs capable of conducting R&D, production and marketing. This is not to say that the government is abandoning the existing electronics and electrical industries cultivated by MNCs or the national car companies nurtured under heavy protection. Nevertheless, the current administration’s highest policy interest no longer lies with these “old” industries. The government now hopes to develop independent SMEs which can supply high-quality products and services without relying on the existence or support of MNCs. Whether this policy will bear fruit over the medium to long run is a critical factor in making or breaking Malaysia’s future.

The National SME Development Council is the highest body among the organizations responsible for SME promotion in Malaysia. Under this Council, there are a large number of implementing agencies such as SME Corp, SME Bank, Malaysian Productivity Corporation, and other governmental institutions working in concert. Many of these agencies and institutes have experts and officers to examine, evaluate, train and advise SMEs. In order to realize the national goal of SME promotion mentioned above, the quality of these experts and officers must be improved.

From 2006 to 2009 Japan implemented a human resource development project targeting government officials as part of cooperation under the Japan-Malaysia Economic Partnership Agreement signed in December 2005. JICA provided technical assistance to produce 68 “SME counselors,” among which 57 were officials of the Small and Medium Industries Development Corporation (SMIDEC, the predecessor of SME Corp) and 11 were officials from other government organizations. Because it was difficult for the trainees to take a long-term leave from civil service, the training program of two and a half years was divided into five consecutive batches, with each batch consisting of five two-week sessions which in total took six months to complete. Japanese experts were dispatched on a short-term basis to teach each session. Table 4 outlines the curriculum used in this training project.

Table 4. Malaysian SME Counselor Training Curriculum
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Number

of credits

Evaluation method

Basics of SME counseling

2

Report

Business planning

4

Report

Tax law and tax practice

4

Report

Financial management

10

Written exam

Production management

10

Written exam

Marketing

10

Report

Business management consulting

20

Inspection by lecturers

Total

60


Source: JICA.

Note: One credit consists of one lecture in the morning and one practice session in the afternoon. To obtain a training completion certificate, trainees had to pass each subject with at least 60 points out of 100.

When compared with the shindanshi training course at TNI (Table 3), this curriculum shares some common characteristics such as combining theory and practice and concentrating on core subjects of financial management, production management, marketing, and so on. However, since the Malaysian project was intended for government officials and not for students, it had to allocate less time and excluded subjects not directly related to the duties of government officials such as corporate human resources management and introduction of IT.

The first phase of this project has already ended, and the second phase is currently in place to educate 10 highest achievers among the 57 officials of SME Corp. in the first phase to produce trainers of SME councilors.

This training of SME counselors in Malaysia has been aligned to the government’s high-priority SME policy, intended for government officials (including the staff of policy finance institutions) and not private experts, and produced a relatively small number of SME counselors as far as the JICA project is concerned. Nevertheless, considering the fact that SME-related consulting, training, advisory services and loan assessments are regularly conducted at the branch offices of SME Corp, the head offices of SME Bank, and other development finance institutions primarily by internal staff, the type of services provided by SME counselors must be well recognized and widely practiced in Malaysia
. Thus, the next challenge would be to improve the quality and increase the quantity of SME counselors, as well as to broaden the base of counseling activities to include private-sector consultants.

Another interesting point about Malaysia, in comparison with Thailand, is the lack of awareness that the Shindan System originated in Japan, the lack of policy interest in promoting local SMEs to work with and learn from MNCs, and the non-use of Japanese term shindan. Even though SME Bank and Malaysia Productivity Corporation, an agency responsible for technical and management training under the Ministry of International Trade and Industry, both provide SME business consultation services similar to shindan, none of the managing directors or staff directly providing such services knew that the Japanese Shindan System was the model of Malaysia’s SME counselor system.

3-4. The feasibility of replicating shindan in Vietnam

Vietnam was not integrated into the Western World until the early 1990s. It began the process of industrialization approximately three decades later than Malaysia, Thailand, Indonesia and the Philippines, which are collectively called ASEAN4. It also lacks experience in formulating and implementing policies. Nevertheless, since the mid-1990s the Vietnamese economy has grown rapidly and its industrial structure has been transformed significantly partly thanks to the policy effort in systemic transition from plan to market and international integration. In 2008, Vietnam graduated from the status of a low-income country to join the rank of a middle-income country according to the World Bank’s classification (per capita income of about USD 1,000 or above). As in the neighboring countries, Japanese manufacturing companies have played an important role in Vietnam’s industrialization through investment, production and export.

Under the deepening global and regional integration and intensifying competition within East Asia, promotion of supporting industries and development of industrial human resources have become an important policy issue for Vietnam in order to enhance the capability of local enterprises as well as to maintain and expand the business operations of Japanese manufacturers which have chosen to come to Vietnam. Industrial policy cooperation between Vietnam and Japan currently in progress includes Vietnam-Japan Joint Initiative which is a mechanism to solve a multitude of problems identified by Japanese companies within the time frame of two years; joint preparation of the Action Plan for Supporting Industry Development in Vietnam, and support measures associated with the Japan-Vietnam Economic Partnership Agreement. In each of these programs, improving the capacity of Vietnamese enterprises is an issue of paramount importance.

Unlike in Thailand and Malaysia where the Shindan System has already been introduced, the concept and importance of shindan have not yet been recognized widely in Vietnam even among ministries and agencies in charge of industrialization or SME development. Vietnam is just starting to deliberate whether to adopt it in the future, and if so, what should be the proper content and sequence. For this, Vietnam is studying the objectives and ingredients of the Shindan System and the experiences of the Japanese original and the systemic transfer to other ASEAN countries. However, the Vietnamese government still remains passive in comparison with the Thai and Malaysian counterparts. The Japanese government and Japanese private sector have thus far been more active promoters of the Shindan System in Vietnam, whereas the Vietnamese government has yet to take the lead in developing supporting industries in general and planning to install the Shindan System in particular.

Japanese assistance for introducing shindan to Vietnam includes technical cooperation from 2006 to 2008 to establish the SME Technical Assistance Centre under the Agency for SME Development (ASMED) of the Ministry of Planning and Investment, and a 2009 JICA survey on the potential demand for shindan services by Vietnamese enterprises for formulating the above-mentioned Action Plan for Supporting Industry Development. In addition, the Vietnam Development Forum, a joint research project between Vietnamese and Japanese universities, organized overseas missions by Vietnamese researchers and officials to study the Shindan System in Japan, Thailand and Malaysia, whose reports were published in English and Vietnamese and presented to policy makers. As part of this research, Shindanshi Workshops were held in Hanoi in September 2009 and March 2010 with the attendance of the Japanese Ministry of Economy, Trade and Industry, the Ministry of Planning and Investment, the Ministry of Industry and Trade, the Hanoi People’s Committee, and other experts and researchers. Questions raised at these workshops included the following:
- What is the difference between shindanshi and MBA?

- Who pays for shindanshi training in Japan? (The answer: students)
- Why must the state certify shindanshi when anyone may become a business consultant in Vietnam?
- Why do banks and shindanshi trust each other in Japan?
- What are the results of transplanting the Shindan System to countries other than Japan?
These are important but elementary questions. Compared with Thailand and Malaysia which are planning concrete revisions to improve their Shindan Systems which are already functioning under well-defined SME policies, Vietnam appears to have a long way to go before the Shindan System is effectively adopted.
3-5. Translative adaptation and conditions for successful systemic transfer
As previously described, the original Shindan System in Japan was successful because of a number of reasons: (i) cumulative systemic adjustments in the course of its long history; (ii) official authorization and public-purpose orientation given by the Japanese government’s management and support; (iii) deep institutionalization; (iv) establishment of many supporting organizations and institutions; and (v) a large number of shindanshi and the breadth of their activities (Section 2-1). However, it is hardly possible to expect the emerging industrial economies of East Asia, let alone the latest-comer countries that have just begun to industrialize, to realize all these conditions.

Accordingly, it is essential that a developing country attempting to import the advantages of Japan’s Shindan System must not simply copy the original model but customize it in terms of scale and content (in the direction of simplification) to conform to domestic needs and existing capacity. In introducing a foreign system, the government of a developing country should not wait passively for advice and support from foreigners but draw up its own roadmap for customizing and implementing the imported system and actively entice necessary assistance from foreign partners (Japan in this case). Such proactive systemic transfer is called translative adaptation by Maegawa (1994, 2000).

In bringing the Shindan System from Japan to ASEAN, both sides have their respective objectives and intentions, and systemic transfer proceeds as an interaction of these interests. There are cases where the policy ownership of a developing country is relatively strong (for example, Thailand and Malaysia) and other cases where it is still weak (for example, Vietnam). Policy ownership of a system-importing country is no doubt a critical precondition for the success of systemic transfer.

Finally, three additional factors for successful systemic transfer can be pointed out.

First, it is of vital importance to encompass the interests of all stakeholders in designing the system. The key stakeholders in Japan’s original Shindan System are SMEs, shindanshi, and financial institutions. The Shindan System allows SMEs to improve operations through diagnostic and advisory services and provides access to bank loans; shindanshi to expand their business scope, receive official support and win social recognition; and financial institutions to obtain necessary information for making loans. These mutual benefits have propelled all stakeholders to actively use the system (in developing countries the interests of local SMEs and foreign MNCs must be additionally and simultaneously satisfied). In Thailand the system was introduced without linkage between shindan and financial access. This weakness must be corrected for the Thai Shindan System to develop further.

Secondly, the public sector must play an active role in establishing the system. The Japanese government has extended multiple and continuous support to the Shindan System through legalization, budgetary allocation, state certification scheme, designation of responsible ministries and agencies, and coordination among related institutions. It may be difficult for the governments of developing countries with limited policy capacity and resources to provide all these supports sufficiently. For this reason they may choose to leave the supply of shindanshi and the management of shindanshi training to the private sector from the outset. However, the system’s full potential cannot be realized without some minimal governmental involvement and if its development is left to free competition. If that happens, it is also difficult to design a system in which public purposes are emphasized rather than the pursuit of private self-interest. The evolution of the Thai Shindan System since 1999 and the current re-consideration of policy direction by the Thai government, from laissez-faire to more official involvement, attest to the critical role of public action.

Thirdly, in the initial stage of the transfer process, it is imperative to effectively collect and analyze basic information necessary for making policy decisions, such as the objectives and mechanism of the Shindan System, training curriculum and exam contents, history and current conditions in Japan, experiences of other countries in systemic importation, difference between shindanshi and MBA, and so on. Collection and analysis of such information should be conducted with foreign assistance if necessary. The developing country may design the ultimate configuration of the imported system or the detailed roadmap to introduce it through trial and error instead of deciding them at the outset. However, broad policy direction, such as whether and for what purpose the system should be introduced, must be determined in advance based on accurate information and good deliberation. Moreover, a country that has decided to introduce the system should actively communicate basic information and policy intention to SMEs and related organizations, for which a nationwide publicity campaign will be useful.

The choice of whether to use the Japanese term shindan in importing or enhancing the business consultant system should be left in principle to the developing country. A country which wants to learn broadly from many countries, not just from Japan, may find it desirable to use a more generic term. However, the use of the Japanese term may prove advantageous for a country expecting active support from the Japanese government and Japanese enterprises in its effort to introduce the system.
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�	Government expenditure for managing the system consists of three components: (i) salaries of officials, (iii) exam and registration costs, and 3) subsidy for education and training. The first two are paid directly by the national treasury in the amount of about 30 to 40 million yen annually. For the third, approximately 3 million yen is granted to SMRJ as a partial subsidy to train 200 shindanshi.


�	In 2008, applicants for the shindanshi primary exam came from private enterprises (39%), financial institutions (20%), management consulting companies (17%), SME support organizations (7%), central and local governments (4%), and others (13%).


�	Kansai SME University (Hyogo Prefecture, 1980), Nogata SME University (Fukuoka Prefecture, 1985), Asahikawa SME University (Hokkaido, 1986), Hiroshima SME University (Hiroshima Prefecture, 1988), Seto SME University (Aichi Prefecture, 1989), Sendai SME University (Miyagi Prefecture, 1991), Sanjo SME University (Niigata Prefecture, 1992) and Hitoyoshi SME University (Kumamoto Prefecture, 1995)


�	Article 7 of the SME Support Act prescribes that the curricula and education and training methods for shindanshi training programs implemented by SMRJ shall be subject to METI approval.


�	This information is provided in an interview with Mr. Panuwat Triyangkulsri, the Director of the Service Provider Development Division of DIP, which is responsible for promoting the Shindan System, in October 2009.


�	Information provided by the Planning Unit of OSMEP in November 2009.


�	The Malaysian government is in the process of preparing an official document for New Economic Model which is expected to be released around February 2010. Information contained in the text is based on an interview with the Economic Planning Unit of the Prime Minister’s Department in January 2010.


�	In the interview with SME Corp in January 2010, it was stated that only two officials at the head office of SME Corp were engaged in the evaluation of SMEs and also “very few” officials were in charge of such work at each regional branch office. In contrast, SME Bank and Malaysian Industrial Development Finance Berhad, under the Ministry of International Trade and Industry, reported that their internal staff conducted virtually all loan appraisals and most of the training for SMEs. These government-affiliated financial institutions are wholly owned by the government and their loan operations are fully funded by the national treasury.


�	The answer from the Japanese side to this question was as follows: “While a consultant with an MBA is profit-oriented and provides services for mutual benefits of the two parties, Japan’s Shindan System was created by the government to pursue the public purpose of strengthening SMEs which could not afford large consultant fees. Although the Japanese Shindan System has recently been modified to emphasize the role of the private sector, it still retains public-purpose orientation as its core objective.”
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