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Business Development Services (BDS) 

Creating a functioning market for BDS  
to increase the productivity and  
efficiency of SMEs 

Summary  
Business Development Services (BDS) are 
nonfinancial services that improve the 
performance of enterprises, their access to 
markets and their ability to compete. Effective and 
responsive BDS are considered as means to 
achieve higher productivity and efficiency and thus 
as a contribution to higher economic growth and 
employment especially in the small and medium 
enterprise (SME) sector. BDS include training, 
consultancy and advisory services, marketing 
assistance, information, technology development 
and transfer as well as business linkage 
promotion. 

Traditionally the Department of Trade and Industry 
(DTI) and other national government agencies 
(NGAs) directly offer BDS to the SMEs in their 
respective provinces. The private market for BDS is 
usually not very well developed. Unfortunately, DTI 
does not have the resources to offer a sufficient 
amount of tailormade BDS.  

Therefore the impact of DTI interventions can be 
increased by not offering the services itself but 
instead facilitating the development of a market 
for BDS. 

The DTI in Central Visayas has taken the step from 
being a provider to being a facilitator of business 
development services. DTI has selected and 
capacitated BDS providers and helped them to 
become a showcase of success to demonstrate the 
business potentials in this area. Furthermore, DTI 
has conducted an information campaign for SMEs 
so the enterprises of the area are now informed 
about existing private BDS providers and their 
respective service product range. The SMEs can 
avail of these services for a fee on a market 
basis. Through the creation of a functioning BDS 
market, DTI succeeded in using the same amount 
of resources while maximizing their impact: the 
productivity and efficiency of the province’s SMEs 
have increased and thus also its income and 
employment. 

This reference document is intended 
for Provincial DTI offices that want 

to improve the economic 
performance of their province. 
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Rationale and Objectives 
One of the mandates of DTI is to support the 
development of SMEs. One intervention is a range 
of business development services (BDS) offered for 
free to the SMEs in the provinces.  

As DTI has only scarce resources for these types 
of services it is not possible to respond to the 
individual needs of SMEs. Only classroom type 
trainings and limited individual coaching can be 
part of the DTI program. This is not sufficient in 
enhancing the productivity and efficiency of the 
SMEs in an adequate way. 

On the other hand the private market for BDS is 
still underdeveloped in many provinces of the 
Philippines. Private BDS providers are not 
responsive of the needs of SMEs. Often, the link 
between the demand and the supply side between 
SMEs in need of services and BDS providers 
offering these services is not very well 
established nor well defined. 

To maximize the impact of its scarce resources in 
such a scenario, DTI should try to stay back as a 
direct provider of certain services and instead 
facilitate the development of an efficient and fee 
based private market for BDS. The role of DTI is 
then to establish the link between the supply and 
demand sides. This means on the one hand 
enhancing the capacities and quality of selected 
private BDS providers and show the business 
opportunities in this market and on the other hand 

providing the province’s SMEs with information 
about the available improved services.  

As a consequence government resources can be 
used in a more efficient way. Furthermore the 
SMEs will be more concerned about the content 
and quality of the BDS they avail of as they have 
to pay for it. Only useful BDS will be demanded 
and the SME sector can be more efficient. In the 
end a sustainable and growing private market for 
BDS will be established in the province as positive 
results and business opportunities can be 
showcased.  

While investing no more than in the traditional 
scenario, DTI maximizes the impact of its scarce 
resources to enhance the productivity and 
efficiency of the SMEs in the provinces and thus 
contributes more efficiently to income and 
economic growth. 

History 
In 2004, in partnership with the German Technical 
Cooperation (GTZ), DTI Cebu Province identified the 
Information Technology (IT) as the priority sector  
for the BDS market development. This sector was 
selected based on market and employment 
potential. Different constraints were identified and 
services were developed by BDS providers to 
address the needs of the IT subsectors.  

In 2006, the Gifts, Toys and Housewares (GTH) 
sector was given attention due to the lack of 
skills in product design and development. DTI 
worked with two providers, the Cebu GTH 
Foundation and the Central Visayas State College 
of Agriculture and Food Technology (CVSCAFT) 
based in Bohol. 

DTI was able to capacitate a group of very 
successful BDS providers in the province offering 
very useful fee based and tailormade BDS to the 
region’s SMEs especially in the IT sector. The 
services to address the needs of the GTH sector 
are still in progress with CVSCAFT taking the lead. 
Thus, the scarce government resources of DTI have 
already more impact on the province’s economic 
performance than before. 

“What government should do 
is to capacitate and accredit 
BDS providers, facilitate a 
link between them and SMEs 
in need, and ensure the 
quality of services through 
regular monitoring.” 

 
Aster Caberte 

Regional Director  
DTI 7 



4 
 

Results 
Overall, the creation of a functioning private 
market for BDS leads to rising income, 
employment and higher economic growth in the 
respective province. This is made possible through 
the following developments  

1 increased efficiency in management of DTI 
resources  

By taking the role of a market facilitator and 
creating a market for private BDS, DTI can 
maximize the benefits of its scarce resources. 
A wider range of more responsive BDS 
services is made available to SMEs in the 
respective province while the investments of 
DTI is kept to a minimum.  

2 new business opportunities in the province’s 
BDS sector 

Through the capacitation of selected BDS 
providers which as a consequence act very 
successfully in the market, DTI can show that 
profitable business opportunities exist for 
entrepreneurs in this market. The BDS sector 
becomes more attractive. More people will 
engage in the market. The supply with 
diversified and tailormade BDS will grow 
further. 

The selected BDS providers in Cebu Province, 
especially Leader’s Link and Lead, are now 
already very well known in the province. They 
have many clients. They succeeded in 
increasing their income to an impressive 
height. This of course attracts other 
businesspeople to invest in the BDS market as 
well. 

 

 

 

 

 

 

 

 

3 enhanced quality of BDS  

SMEs that avail of fee based BDS will only 
pick those that are of real use for their 
businesses. Automatically, BDS of low quality 
will disappear from the market and the 
overall quality of BDS offered in the province 
is rising. 

4 increased operational efficiency and profitability 
of SMEs  

As private BDS providers are offering their 
services for a fee, SMEs will reflect on what 
services they need. After participating in the 
trainings or courses they will also implement 
the learnings and recommendations. SMEs will 
tend to avail of services that they feel would 
contribute to improving their profitability. 

SMEs in Cebu that have availed of the BDS 
packages offered by selected and capacitated 
private providers like Lead and Leader’s Link 
were able to improve in the process. SMEs 
became equipped with the right tools that 
raise their operational efficiency and 
profitability, thus making them more 
competitive while Lead and Leader’s Link have 
enhanced their service package. 
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Key Implementation Steps 
 

 

 

No. Key Steps Activities Outputs Timeline Resources 
Required 

Responsible Persons 

1 selection of 
subsector(s)  

 and orient key stakeholders workshop with 
key stakeholders of major subsectors; 
agreement on selection criteria, 
prioritization of subsectors using agreed 
criteria 

 alternatively: use subsectors identified in 
provincial SMED Plans 

 inform on shift in DTI role 
 

one or more priority 
subsectors are selected in 
a transparent manner 

one to two days facilitation, 
meeting costs; 
DTI staff time 

 DTI, key stakeholders 
of several important 
sectors 

 DTI, SMED Council; key 
stakeholders of 
priority sectors 

2 analysis of 
subsector(s) – 
identification of 
sector needs  

review of existing studies, FGDs with key 
stakeholders, possibly surveys, Value Chain 
Mapping and analysis 

list of subsector 
potentials and 
opportunities, constraints 
and needs which can be 
addressed by BDS 

depends on 
activities  

facilitation 
cost, meeting 
costs, DTI staff 
time  

DTI, key stakeholders of 
selected subsectors, 
including the banking 
sector; possibly 
professionals conducting 
the survey  
 

selection of 
subsector(s) 

analysis of 
subsector(s) –

identification of 
sector needs 

selection of BDS 
providers

signing of 
Memorandum of 

Agreement (MOA) 
facilitation of market

installation of 
monitoring and 

evaluation procedure
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No. Key Steps Activities Outputs Timeline Resources 
Required 

Responsible Persons 

3 selection of BDS 
providers 

agreement on selection criteria, Roadshow, 
directory of BDS providers, evaluation of 
Letters of Intent (LOI), first selection,  BDS 
providers as facilitators for dialogue with 
clients, evaluation of business plans and 
further selection  
 

LOI, business plans, 
directory of BDS providers 
in the province, list of 
selected BDS providers  

one day per 
meeting, one 
week per 
evaluation and 
selection 

meeting costs, 
DTI staff time, 
printing costs 

DTI, BDS providers 

4 signing of 
Memorandum of 
Agreement (MOA)  

BDS party: product launching activity and 
marketing event for BDS providers including 
MOA signing 
 

signed MOA, SME  
knowing about new  
service providers   

one day  meeting costs, 
DTI staff time 

DTI, BDS providers, sector 
key players and interested 
SMEs 

5 facilitation of 
market 

information campaign for SMEs and SMED 
Council, marketing support for BDS providers, 
further capacitation of BDS providers 

marketing materials, 
capacitated and 
productive BDS providers; 
informed SME clients, 
functioning BDS market 
 

continuing training costs, 
campaign costs 

DTI, selected BDS 
providers, SMED Council, 
SMEs  

6 installation of 
monitoring and 
evaluation 
procedure 

develop reporting form for BDS providers, train 
BDS providers in using the form, evaluation of 
reports 

reporting form, evaluation two days, 
ongoing 

facilitation, 
meeting costs, 
DTI staff time 

DTI, BDS providers 
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To successfully create a functioning private market 
for BDS and thus achieving these results, DTI has 
to take the following steps 

1 selection of subsector(s) 

The easiest way to shiftstart from providing 
BDS to acting as a market facilitator is to 
start in one or several subsectors that are 
crucial for the economic development of the 
region. By starting at the economy’s most 
important subsectors the benefits for the 
subsector have an impact on the province’s 
overall economic performance. Furthermore, 
there is a critical mass of SMEs that will 
avail of the new or improved services in the 
dominant subsectors. 

To determine the dominant subsector(s), DTI 
should conduct a one day workshop with key 
stakeholders of the province’s major sectors. 
DTI has to agree with important stakeholders 
on transparent selection criteria for choosing 
the subsector. 

In Cebu, employment and market potential 
were identified as main criteria. When 
selecting and prioritizing sectors, it is 
recommended to always make use of existent 
analysis and studies rather than conducting 
new ones to economize resources. 

In provinces that are implementing the SMED 
Plans  it is useful to take advantage of the 
already identified priority subsectors. 

2 analysis of subsector(s)  

In a next step, DTI together with the 
subsector’s key stakeholders has to identify 
the main constraints that SMEs are facing in 

the selected sector and that can be addressed 
by BDS. The outputs are later on used as a 
basis for the selection of BDS providers. 

To determine the constraints, DTI must review 
existing studies as well as conduct FGDs with 
the key stakeholders and SMEs of the 
identified subsector. If resources are available 
and the constraints of the sector cannot 
easily be identified, more detailed surveys of 
the sector may be conducted. 

If possible, it is useful to analyze and keep in 
mind the industry structure in the selected 
subsector as well as value chains and human 
resources that are available. 

The analysis of the subsector also includes 
the creation of a directory of private BDS 
providers that offer their services to the SMEs 
in the sector including their contact details as 
well as the services they offer. DTI can come 
up with a directory of BDS providers operating 
in the province. This directory can be used to 
inform SMEs about existing services.  

3 Selection of BDS providers 

To capture the business opportunities in the 
BDS market and immediately widen and 
improve the supply of BDS that are responsive 
to the constraints of the selected subsector, 
motivated BDS providers with big potential 
have to be identified. The selection happens in 
several stages 

 DTI shall invite BDS providers to develop 
or improve services based on the 
Subsector Analysis. This can be done 
through a roadshow or organizing a 
meeting of BDS providers and other key 
stakeholders 

 From the long list of BDS providers, a 
Letter of Intent (LOI) has to be solicited 
from them to test their interest in the 
development of the BDS market 

 DTI will set criteria and evaluate BDS 
providers. In Cebu, the following criteria 
were used for the initial selection of BDS 
providers 
o financial and organizational 

capability of BDS provider 
o management of BDS provider 
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o physical setup of BDS provider’s 
facilities. This involved ocular 
inspection of the BDS provider’s 
office 

 To further refine the selection, BDS 
providers are requested to prepare 
business plans for the products and 
services they will develop for the target 
sector(s). The preparation of business 
plans maybe organized or supported by 
DTI or the BDS providers are left on their 
own. DTI shall provide all the relevant 
information about the subsectors to the 
BDS providers to support the marketing 
aspect of the business plan. This process 
will enhance the management skill of 
BDS providers in developing a business 
plan to guide them in operating the 
business. Thus, even BDS providers that 
are not selected have gained some new 
knowledge during the selection process. 

 Based on the business plans prepared by 
BDS Providers, the DTI selection 
committee will convene to finally select 
the providers. The selection will use 
criteria, including but not limited to  
o responsiveness of BDS products and 

services to demand of subsector 
o adherence to programset conditions  
o financial viability of the service(s)  
o marketing strategy and  
o attitude of the BDS providers 

(passion to help SMEs). 
 

4 signing of Memorandum of Agreement (MOA)  

The MOA will be between the DTI and the 
selected BDS providers. It spells out the 
responsibilities of the parties involved as well 
as their commitments. The MOA signing shall 
happen during a BDS party where the BDS 
providers shall promote their products to the 
target market. The subsector’s key 
stakeholders, the SMEs and the media   will 
be invited so that the event can be seen as a 
product launching activity and a first step in 
marketing the new or improved services 
offered. The MOA shall also include the period 
covered by the cooperation between DTI and 
the BDS providers. 

5 facilitation of market  

The market facilitation includes an information 
campaign for SMEs and the SMED Councils, in 
order to make them aware of the facilitation 
role of DTI, the existing directory of BDS 
offered and the trained and capacitated BDS 
providers. Furthermore  DTI shall at this stage 
support as much as possible the selected BDS 
providers in their marketing and capacitate 
them in the jointly identified areas. Depending 
on the resources available, it is possible and 
desirable that the BDS providers cover at 
least parts of the costs for their capacitation. 

6 installation of a monitoring and evaluation 
procedure 

In order to monitor and evaluate the 
performance of the selected BDS providers, 
DTI has to develop a monitoring and 
evaluation procedure. In Cebu, this is 
happening through a quarterly report that has 
to be submitted to DTI by the BDS provider. A 
template of this report can be found in Annex 
2. 

Analysis and Lessons Learned 
 When gathering data for the selection and 

analysis of subsectors as well as the listing 
and selection of BDS providers, make use of 
available data and tap local stakeholders to 
provide up to date information 

When there are existing information and data 
about subsectors and BDS providers, there is 
no need to conduct costly studies and 
subsector analyses. If data is not yet 
available within DTI, local stakeholders like 
industry organizations and chambers of 
commerce can often easily provide the needed 
data. These stakeholders can also identify 
sector concerns in workshops or focus group 
discussions. The analysis of opportunities and 
constraints can also be taken from the Value 
Chain Analysis of the subsector in areas 
where the Value Chain approach is being used 
for sector promotion and development. 
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 Through encouraging a private BDS market, the 
quality of BDS can be improved 

When SMEs are paying for the BDS they avail 
of, they will choose very carefully and only 
pay for those BDS that are responsive to their 
needs and help them to improve their 
productivity and efficiency.  

Thus, BDS providers will be able to sustain 
their operations and business as well as 
obtain the financial capability for 
improvements only if they offer good on 
demand quality services. As a consequence  
the overall quality of market based services 
will continuously increase. 

 The linkage between BDS providers and SMEs 
should be established by DTI as a facilitator of 
the service market development. 

In Cebu, at an initial stage the selected and 
capacitated BDS providers had difficulties in 
connecting to a sufficient number of SME 
clients. Through the active facilitation of DTI 
and the information campaign for SMEs, the 
number of clients has increased. At a later 
stage the number of clients for the selected 
BDS providers will automatically grow if DTI’s 
interventions are successful. 

 After the selection of a subsector and BDS 
providers, these providers should be allowed to 
offer their services even outside the priority 
subsectors 

If there is demand for the services they offer 
from bigger enterprises or SMEs outside the 
selected sector, the capacitated BDS providers 
should be encouraged to also work with these 
enterprises. This will enable SMEs in different 
industries and fields to benefit from the BDS 
and allow BDS providers to access a bigger 
market. 

In Cebu, initially the BDS providers only 
concentrated on SMEs in the selected 
subsector. They could not find enough clients 
among these enterprises. This led to a 
consensus to widen the market to include 
clients from other sectors and those outside 
their respective provinces and regions. 

 When capacitating BDS providers, DTI has to 
take into consideration the following 
o BDS providers must localize and simplify 

products and services 

With the Philippines having diverse 
regional cultures, it is important for BDS 
providers to consider cultural traits in 
developing products. For instance, some 
solutions that work in one region may not 
work in another and in some cases, may 
offend sensibilities of a particular group. 

o BDS solutions need to be tailormade to 
answer the needs of the SME 

To be able to offer appropriate services, 
BDS providers have to analyze a 
particular company’s needs and 
capabilities. It is important for BDS 
providers to be flexible and dynamic to 
cope with the changing demands of SMEs 
by continuously acquiring new 
capabilities, by developing new products 
and by enhancing the skills of their staff 
members. 

o In marketing BDS solutions, providers 
should not rely on mass media 
advertisement. They should build trusting 
relationships with the SME subsector. 

BDS providers must uphold their 
reputation and build trusting relationships 
among SMEs. No amount of media 
publicity can equal the effectiveness of a 
satisfied customer’s testimony (word of 
mouth WOM) and referrals within the 
sector. 

 



10 
 

Resource Persons 
 

Aster Caberte 

Regional Director 
Department of Trade and Industry (DTI) Region 7 
WDC Building, Burgos St corner Osmena Blvd 
Cebu City 6000 
dti.gov.ph 

 

Rita Pilarca 

Senior Adviser 
Deutsche Gesellschaft fuer Technische 
Zusammenarbeit (GTZ) GmbH 
10F PDCP Bank Center, Leviste St corner Rufino St 
Salcedo Village, Makati City 1227 
rita.pilarca@gtz.de  
smedsep.ph 
gtz.de/philippines 

  

GTZ is an international cooperation 
enterprise for sustainable development with 
worldwide operations owned by the German 
Government. 

For 30 years, it has been providing forward 
looking contributions to political, economic, 
ecological and social development in partner 
countries. GTZ supports reform and change 
processes in an increasingly globalized 
world, often working under difficult 
conditions. GTZ`s major approach to 
facilitate change is promoting capacity 
development of people and partner 
organizations as well as improving 
institutions and frame conditions in partner 
countries. 

The joint projects and programs are outcome 
and impact oriented. They contribute towards 
socioeconomic progress. 

 

The Private Sector Promotion (SMEDSEP) 
Program, a development cooperation project 
between the Republic of the Philippines and 
the Federal Republic of Germany, aims to 
improve the Business and Investment 
Climate for Small and Medium Enterprises 
(SMEs) in the Philippines, especially in the 
Visayas. SMEDSEP contributes to the efforts 
of the Philippine Government to improve the 
framework conditions for private sector 
development in the country. 

SMEDSEP is implemented in partnership with 
the Department of Trade and Industry (DTI) 
at national, regional and provincial levels 
and the German Technical Cooperation (GTZ) 
on behalf of the German Federal Ministry for 
Economic Cooperation and Development 
(BMZ). 

http://www.dti.gov.ph/
mailto:rita.pilarca@gtz.de
http://www.smedsep.ph/
http://www.gtz.de/philippines

