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Small Medium Enterprises (SME) have an important role in absorbing work force especially in developing countries and have certain advantages as a contributor in a country’s economic growth. First, although it could only absorb a very small portion of the work force, SME usually don’t need a sophisticate technology and could hire workers with low skills/low educated. SME usually leverage simple procedures that is easy to learn by low educated person. Secondly, through its entrepreneurial capability and by the force of competition, learning process occur within SME which in turn could develop the capability of its employee. This could drive the company to innovate its process or product. The development of SME in an area will drive the economic competition in  the area and this, hopefully will force the economic growth on the area. The last advantage is, unlike big factories, SME spread through the country, the development of SMEs in an area may absorb the work force within and reduce the social problem facing by developing countries caused by urbanization. Unfortunately, the development of SME usually being restricted by its capital, they are facing the difficulty to get bank loan due to certain aspects such us low collateral, new in the business and has no proven track record. 

Franchising could have an important role in developing SMEs as it develop a partnership between big company or develop enterprise and SME who hold the operational rights of the big company. A franchisor as the owner has certain commitment to transfer certain procedures (known as business format franchising=BFF), skills and capability to the SME, to make sure that it will provide products/services at the same quality within its networked business providing low learning cost for the SME to begin a new business. The interaction between BFF and employees will enhance its skills and interaction between SME and its environment will drive the company to adapt to its environment, this has become the learning process within and enhancing its knowledge resources, therefore, increasing its employees skills and at the end enhancing the quality of the work force.
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