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SESSION 11

Financial Support for Innovative SMEs
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. JUAN LADRON DE GUEVARA

HEAD OF INNOVATION POLICY

MINISTRY OF ECONOMY
GOBIERNO DECHILE Seminar: “Innovation in SME Financing and Marketing”
Korea, August 25 - 28, 2009

CHILE

Chile has seen outstanding growth and stability during
the past two decades.

Today’s challenge is to continue the forward
movement so that Chile can reach greater levels of
technological sophistication and development to
contribute to the country's consolidation of its ICT,
mining, aquaculture, forestry, and food industries.

Chile has set the stage for development and innovation
in Latin America.
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A STRONG NATURAL RESOURCE-BASED
EXPORT ECONOMY

+ USS 183 billions GDP (2008) MINING

* 16,8 million population
 USS 64,6 billion exports

Copper FOOD INDUSTRY

FORESTRY
5,3% 3@0 2,4% | o8/, 6770

6/6% Wood, pulp and paper

L
Source: Central Bank of Chile, 2009

MINISTRY OF ECONOMY

In charge of competitiveness-related public policy design and monitoring. Main areas of work are
Innovation, Entrepreneurship, SME, Market Regulation, ICT, Tourism, Fisheries and Aquaculture.
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CHILEAN FIRMS STRUCTURE

N° AND % OF FIRMS, YEAR 2007 BY SIZE

& MEDIANA
19.469 H GRANDE

3% 10.171
v 1%

@ PEQUENA
128.043
17%

E MICRO
585.225
79%

2007 FIRMS TOTAL : 742.908

SOURCE: SME DIVISION. MINECON 2009

CHILEAN ECONOMIC DEVELOPMENT AGENCY

CORFO has been the primary organization within the Chilean
Government, responsible for promoting economic growth in
Chile since 1939.

CORFQ’s pioneering spirit has played a significant role in
expanding the country’s economic development by
promoting investment, innovation, business and cluster
development, coupled with a focus on quality and
productivity.

CORFO oversees a variety of programs aimed at generating
the economic development of Chile, through the promotion
of inward investment and the advocacy of competitiveness
for domestic companies.



CORFO’s Guiding Principles

* Improving market flaws
» Enhancing Private-public Collaboration

= Matching Funds: requires beneficiaries to contribute (on
average, companies contribute 50% in Innovation and 48%
in Development)

= Working on a demand-driven basis (one stop shop,
contests, bidding)

= Providing time-bound support

= Evaluating: Program results and impacts are regularly
assessed. Fourteen assessment studies have been
conducted in recent years.

CORFO and its SME support policy

= SMEs represent a high percentage of businesses in
Chile and offer a considerable amount of jobs.
Nonetheless, these businesses do not generate an
equivalent share of profits.

= Diversity at different levels:
- sector
- regional - market size
- positioning in the global market
- age - entrepreneurship
- technological level




CORFO’s Lines of Work

v" Access to Financing

v Investment Promotion

v" Development: SME Support

v" Support for Innovation and Entrepreneurship

CORFO: SME FOCUS

NUMBER AND SHARE OF FIRMS BENEFITED BY CORFO
SUBSIDIES (2008) BY SIZE.

B GRANDE
& MEDIANA 855

1675 4%
8% »

H PEQUENA
5.817
30%

®@ MICRO
11.310
58%

TOTAL (2008): 19.657
(Promotion, Investment and Innovation)
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CORFO: SME FOCUS

AMOUNT OF CORFO SUBISIDIES TRANSFERRED TO FIRMS (MMS$)

P H MICRO
SUBSIDIES TO 17.886
COMPANY 21%

INCUBATORS AND

TECH HUBS THAT & OTRAS
WORK WITH SME 29.649
35%

® NUEVAS /
1.060

1%

@ PEQUENA
17.275
21%

SUBSIDIES FOR NEW u
VENTURES GRANDE & MEDIANA
10.198 8.781
12% 10%

Total amount of subsidies 2008: Ch$84.850 millions

CORFO’s Lines of Work

v Access to Financing
» Financing for SME investments: bank and leasing credits
= Credit guarantees for exporters
= Credits for SME investments

= Microcredits for microenterprises, through non-bank
intermediaries

v Investment Promotion
v' Development: SME Support

v' Support for Innovation and Entrepreneurship

El ano 2008 el nimero de empresas beneficiarias con créditos y coberturas fue de 60.136, por un
total de $105.870 millones. El 28% fue detinado a empresas MIPE y el 69% a empresas MIPYME




CORFO’s Lines of Work

Access to Financing
Investment Promotion

Development: SME Support

= General Programs

- Quality Promotion

- Technical Assistance Fund
SME Network Projects (PROFO)

- Suppliers Development Program (PDP)
= Special Programs

- Local Entrepreneurship Program

- Pre-investment Studies (Irrigation, Artisanal Fishing Management
Areas, Environment, Energy Efficiency)

- Film and Audiovisual Industry Development Program
- Cluster Development Program

Support for Innovation and Entrepreneurship

Development: SME Support

AMOUNT OF CORFO WITHIN PROMOTION AREA
(BY FIRM SIZE)

H GRANDE H OTRAS
779 1.644
3% 7%
& MEDIANA
2.597
11% ‘
® MICRO
10.339
H PEQUENA 43%
8.873
36%

Total resources amount transferred during 2008 was Ch$24.232 millions, leveraging private
resources for Ch$14.437 millions (37,3%)

OTRAS: Spatial-Integrated Program
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CORFO’s Lines of Work

B v Access to Financing

v Investment Promotion

v' Development: SME Support

v Support for Innovation and Entrepreneurship

= Promoting and supporting entrepreneurial innovation is a
priority for Chile and its Government.

= CORFO, as the agency responsible for addressing this task,
provides matching funds through InnovaChile, to meet the
needs of those wishing to undertake innovative initiatives.

=  Main Innovation Areas:

- Public Interest and Pre-Competitive Innovation
- Corporate Innovation

- Technology Transfer

- Innovative Entrepreneurship

CHILE’S INNOVATION MAP

[ Presidenta J

Consejo Nacional

de Innovacion

¥

Gobierno de Chile ] 41

[Ministerio de Educacién] (*) Otros

-
[ CONICYT ]

Ministerio de Economia

FONDECYT }

{ FONDEF




Support for Innovation and Entrepreneurship

NUMBER OF FIRMS SUBSIDIZED BY INNOVA CHILE
(2008, BY SIZE)

UNIVERSITIES, TECHNICAL AND & OTROS
TECHNOLOGICAL INSTITUTES AND 1137
TRAINING INSTITUTIONS 27%

H MICRO
1.073
25%

® GRANDE
S B PEQUENA
13%
W MEDIANA 974
512 23%

12%

Support for Innovation and Entrepreneurship

AMOUNT AND SHARE OF INNOVA CHILE SUBSIDIES
(2008, BY SIZE)

E MICRO
7.424

14%
® PEQUENA
6.128

‘ 12%
U@ ¥ MEDIANA
5.282
10%
B GRANDE
8.916

17%

TOTAL RESOURCE AMOUNT TRANSFERRED DURNIG 2008 WAS Ch$51.748 milllons, LEVERAGING
PRIVATE RESOURCES FOR Ch$47.864 milllons (48%)
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Innovation

SUBSIDY AMOUNT BY PROGRAM IN Ch$ MILLIONS

(2008)
CONSORTIA FIRMS -

[+D INSTITUTIONS mmmmmsssmm===)

> 600

CONSORCIOS

FIRM
INNOVATION INNOVACION
~ EMPRESARIAL

DIFUSION

NODOS

—>

KNOWLEDGE ™ TEcnoLoGICOS| *
AQUISITION MISIONES

———l

CONSULTORIAS >

—

—>

PASANTIAS

PUESTA EN
MARCHA

ENTREPRENEURSHIP

CREAR UNA
EMPRESA ad

INNOVATION SYSTEM AND STEPS IN OUR INNOVATION POLICY

Torres del Paine, Chile




Main weaknesses of Chile’s innovation system

v Low level of R&D and innovation investment (<0.7 % GDP)

v Very low business participation (< 1/3 financed and
executed), rent-seeking behavior

v Focus on basic research carried out by universities (>2/3)
v Low supply of seed and risk capital

v" Underdeveloped infrastructure for knowledge/ technology
diffusion

v Shortage of specialized human resources for innovation
(technical and managerial competences)

v Weak governance, lack of strategic vision and evaluation,
fragmentation.

(1) OECD Review of Chile’s Innovation Policy (OECD(2007))

w1

“E Growing political awareness on the challenge of innovation for
! y the country’s future has resulted in 2 key decisions (2005):

a) The creation of a National Innovation Council for
Competitiveness, with the mission of proposing
guidelines for a long term national innovation
strategy and for improving the performance of the
domestic innovation system.

b) The introduction of a specific mining tax (royalty),
oriented to increase the resources dedicated to
promote innovation, trough a new Innovation Fund
for Competitiveness (FIC) (building dynamic
advantages from static ones).



88

+New strategy approach: more selectivity (focus) is
needed --not only good horizontal policies-- around
traditional clusters (mining, food industry,
acuiculture) and emergent ones (off shoring -Chile
ranks 7th by AT Kearney--, tourism).

Set of competitiveness studies on clusters conducted
by BCG, to build road map and priority agendas on
innovation (> USS 2 million).

THE BosTON CONSULTING GROUP

CHILE: Main Challenges to become a
developed country

1. Diversify the export portfolio
2. Improve the quality of our human capital
3. Increase the ability to innovate

Around CLUSTERS opportunities for strategic
collaboration and new business creation .ommm
abound.

Aquaculture
Mining
Special interest tourism

Global services/ Offshoring

A

Food industry




2008-2010 ACTION PLAN

1. NUEVA INSTITUCIONALIDAD PARA LA INNOVACION

2. CLUSTERS DE ALTO POTENCIAL
Prioridad a sectores con ventajascomparativasy alto potencial global

4.CAPACIDADES HDY | | 5. EMPRENDIMIENTO Y
3 ?Pm::.‘:gv&uo PLATAFORMAS TRANSFERENCIA
ARA TRANSVERSALES TECNOLOGICA

6. REGIONALIZACION DE LA INNOVACION
Prioridad innovacion en territorio, discriminacion positiva a rezagados

7. CULTURA PRO INNOVACION Y PRO EMPRENDIMIENTO
Crear contexto favorable e instalar habilidades en actores claves

GROWTH OF PUBLIC INVESTMENT IN INNOVATION

Public investment in innovation grew 74% in 2008 compared to 2005,
and 27% (2009/2008).

& Becas Fondo Bicentenario

& Presupuesto Regular 548
#@FIC 433 27% .
) 405 7% 2 0%
MMUSS$ 314 7% '
26% :
277
21%
39% [
18% —

2005 2006 2007 2008 2009
Fuente: Ley de Presupuestos de cada Afio-DIPRES.

Cifras en millones de ddlares.

Nota: se considera valor medio délar 2008 a $538.
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| PUBLIC EXPENDING TO FOSTER INNOVATION: A
Py SERIUOS STEP

GDP, PUBLIC EXPENDITURE AND PUBLIC EXPENDITURE IN R+D TRENDS
(Base 2005=100)

200

180

160

140

120

100

80

2005 2006 2007 2008

==PIB = GASTO PUBLICO == REGULAR CYT —REGULAR CYT + FIC

SCIENCE AND INNOVATION PROFILE OF CHILE

GERD as % Business Enterprise
of GDP .
) Expenditure on R&D as
Edu attainment as % pop o
aged 25-64 with tertiary % of GDP
degree Iy
’ 4 : i N '
science & ! Triadic patents per
Engineering

degrees as % of { million population

all new degrees

Researchers per | Scientific articles

thousand total B per n[]iltl.ion
employment h N population
\\
3
\\ Ve
% of GERD financed Patents with foreign
by abroad co-inventors
CHILE
Source: OECD Science, Technology and Industry Outlook 2008 === AVERAG E
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TAX TREATMENT OF R&D IN OECD AND NON-MEMBER
COUNTRIES, 2008
(Rate of tax subsidies for USD 1 of R&D, 1 large firms)

M largefirms & SMEs
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JUAN LADRON DE GUEVARA

HEAD OF INNOVATION POLICY
MINISTRY OF ECONOMY

GOBIERNO DE CHILE Seminar: “Innovation in SME Financing and Marketing”
Korea, August 25 - 28, 2009
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Government’s Support to SMEs
During the Global Financial Crisis

Miss Belinda Kwan

Trade and Industry Department
Hong Kong, China

SMEs in Hong Kong

B Manufacturing firms: < 100 employees
B Non-manufacturing firms: < 50 employees
B About 270 000 SMEs in Hong Kong

® 98% of the business establishments

e 47% (1.16 million people) of the private sector
workforce

e Backbone of Hong Kong’s economy
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Problems Faced By SMEs During the Financial Crisis

B [oss of business from major markets as a result of the
global economic downturn

M [iquidity problems arising from
e Dwindling business turnover
e Suppliers’ reluctance to grant credit
e Delay/default in buyers’ repayment

B Difficulties in securing commercial credit facilities
from lending institutions

How Hong Kong Combats the Crisis

51 NSy

B Hong Kong’s economy demonstrates resilience to
withstand the downturn with its
¢ sound fundamentals
e strong regulatory framework
e robust Exchange Fund
¢ sound and reliable banking system

e adaptive entrepreneurship and self-reliant
workforce




Measures Taken by the Government to Keep the
Economy Afloat

e A e R e e T

B To maintain a healthy and stable financial system

e The Hong Kong Monetary Authority injecting substantial
liquidity into interbank market as necessary to ensure a good
supply of liquidity

o Use of Exchange Fund to guarantee repayment of all Hong
Kong-dollar and foreign-currency deposits held with all
authorised institutions in Hong Kong, including branches of
overseas institutions

o Establish a Contingent Bank Capital Facility to make
available additional capital to locally incorporated licensed
banks when necessary

e The measures will remain in force until end 2010.

-emasl T e

How Hong Kong Combats the Crisis

B In Oct 2008, the Task Force on Economic
Challenges, chaired by the Chief Executive, was
set up to

e monitor and assess impact of financial crisis on
Hong Kong’s economy

e propose specific options to address the
challenges
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How Hong Kong Combats the Crisis

o1 =D e

B To turn crisis into opportunities, the Task Force on
Economic Challenges recommended six key areas where
Hong Kong will further pursue development:

- innovation and technology

- cultural and creative industries
- testing and certification

- environmental industry

- medical services

- educational services

Measures Taken by the Government to Assist SMEs

B

SME Funding Schemes

B SME Loan Guarantee Scheme (SGYS)
B Special Loan Guarantee Scheme (SpGS)
B SME Export Marketing Fund (EMF)




SME Loan Guarantee Scheme (SGS)

T e

SME Loan Guarantee Schgr}gg .

e Helps SMEs secure loans from participating
lending institutions (PLIs)

e Amount of guarantee: 50% of the approved loan
e Types of guarantees:

(a) Guarantee for Business Installations and

Equipment (BIE) Loans
(b) Guarantee for Working Capital Loans (WCL)
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Guarantee Ceiling

Before
Mar 2008 Mar 2008 Nov 2008
Business HKD 2 million - HKD 5 million
i USD 0.26 milli USD 0.65 milli

iznstz.lllatlonsL and ( million) ( million) HKD 6 million

(UIPHICHERBOMS (USD 0.78 million)

(for either BIE or WCL
or both)

Working Capital HKD 1 million /
Loans (USD 0.13 million)

* Ifan SME has fully repaid loan(s) backed up by the guarantee, it is eligible for the respective
guarantee amount one more time.

SME Beneficiaries (31 July 2009)

SME beneficiaries: 11,653.
Approved applications: 21,806
Prlntlng & pubIIShlng (13%) Approved loans : HKD 27.2 billion

(USD 3.5 billion)

Textiles & clothing (10%)

Plastics (129%)

Import & export trade (9%)

Wholesale and retail (39%)

Construction (3%)

Others (14%)

Others (36%
Manufacturing Non-manufacturing

(71%) (29%)




Special Loan Guarantee Scheme (SpGS)

Guiding Principles

e Market driven

» Risk of default to be shared between
participating lending institutions and the
Government

e A separate and time-limited scheme
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Special Loan Guarantee Scheme —
Major features

* The Government’s total loan guarantee commitment is
HKD 100 billion (USD 12.9 billion)

* Government’s loan guarantee ratio: 70%—-2>80%

« Maximum amount of loan: HKD 6 million (USD 0.77
million) > HKD 12 million (USD 1.55 million)

» Within this limit, up to 50% (HKD 6 million/USD
0.77 million) can be used as revolving credit line

Special Loan Guarantee Scheme (cont’d)

i

 All companies registered and with substantive
business in Hong Kong (except listed companies)

can apply
» Application period: up to 31 December 2009

» Guarantee period: Maximum 60 months, or up to 31
December 2014 (whichever is the earlier)

» A grace period of 6 months may be allowed, during
which may repay interest only




* Personal guarantee by owner or shareholders

» Companies must have been in operation for at least one year
as at 15 December 2008

» Companies must have no outstanding default in any lending
institutions

» The loan should not be used for repaying, restructuring or
repackaging other loans

Special Loan Guarantee S

cheme (cont’d)
* Asat 31 July 2009, 41 PLIs have signed up

* Guide for SMEs in obtaining business loan from
lending institutions (www.smefund.tid.gov.hk)
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il s e ]

* Number of applications approved : 14,854
» Total amount of loan facilities : HKD 32.1 billion (USD 4.14

billion)
Loan Amounts
Non-revolving
Revolving loan loan
31% 0%
19
= m—w——

SME Export Marketing Fund (EMF)

20




Scope

* Overseas trade fairs/exhibitions and business
missions

 Local trade fairs/exhibitions which are export-
oriented

» Advertisements on printed trade publications
targeting export markets

» Advertisements on eligible trade websites

21

Amount of Grant

50% of approved expenses

Before Mar Mar 2008 Nov 2008
2008
Maximum grant for each HKD 30,000 HKD 30,000 HKD 50,000
application (USD 3,871) (USD 3,871) (USD 6,452)
Maximum cumulative HKD 80,000 HKD 100,000 HKD 150,000

grant per SME (USD 10,323) > (USD 12,903)_(USD 19,355)

22
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SME Beneficiaries (31 July 2009)

Textiles & Clothing (496 ) SME Beneficiaries : 25,134
Toy (4%) Others (2495)

Applications approved : 79,082

Grants approved: >HKD 1.26 billion
(>USD 0.16 billion)

Jewellery (5%)

Electronics (7% )

Others (9% )

Wholesale & Retail (596)

” Information Technology (19)
Non-

Manufacturing
Import & Export Trade (419%) (56%)

Manufacturing
(44%)

23

Distribution of Fund (31 July 2009)

Business ~ Trade
Missions Publications

(1%)  (12%)

Internet
Advertisement
(1%)

(local 56%)

\\(overseas 30%)

Exhibitions
(86%)

24




More Information

B www.smefund.tid.gov.hk

Thank you!
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Current Status and Direction of SME Policies
in Japan

August 2009
Masao Uno
Director, International Affairs Office
Small and Medium Enterprise Agency

Emergency Measures for SMEs
to Respond Financial Crisis
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Current Business Conditions and Forecasts of SMEs and Micro Businesses

Followed by a sharp drop of export caused by the slowdown of the world economy and adverse impact
of the recession in Japanese economy, business conditions of SMEs and micro businesses became
worgg-,;_. Although some statistics currently indicated signs of bottoming out, the economy remains severe
conditions.

_Curretnt manufacturing activities of SMEs are seemed to improve slightly after some adjustment of
inventory.

Trends on the Business Conditions DI on Economic Survey of SMEs in Japan
(Small and Medium Enterprise Agency (SMEA) and Organization of Small & rend of production and inventory indexes for SME manufacturers

Medium Enterprises and Regional Innovation, Japan (SMRJ))

(D 1) (Change from previous quarter; seasonally-adjusted) (2005 = 100) (Seasonally-adjusted index)
0.0 LI B e s 2o e st e s s s L i 5 e 110
A 50 —e—All SMEs = Production e Inventory

- & -Small enterprises
105

A 100
A 150
100

A 200
A 250 95
A 300
A 350 Ell

1 All SMEs
A 400 \‘ A434

1 Small 85

A 450 ! enterprises

A 500

5

§

A4
I

- i
o vy

R —
{1 1 |
2000 | 2001 | 2002 | 2003 | 2004 | 2005 | 2006 | 2007 | 2008 [200 N

un

W

I

W

i

2345678 345678 345678 345678 345678 345678 345
(Year/quarter)
Note: This survey is prepared by hearing data that management advisors of Societies of
Commerce and Industry (SCI) and Chambers of Commerce and Industry (CCI) and 203 2004 2005 2006 207 208 2009
analysts of National Federation of Small Business Association have performed to Source: Small and Medium Enterprise Agency, “Production, Manufacturing and (Year/month) 2
approximately 19,000 firms throughout Japan at quarterly base. Industrial Indexes Classified by Size (preliminary report at May 2009)

e

Financial position of SMEs and Micro Businesses

Although financial position of SMEs and micro businesses currently seems to be improved compared with the
January to March 2009 period, DI still remains historically low level. The number of bankruptcy of SMEs and micro
businesses, which had increased so far, become decelerating its speed recently.

Trend in financial position DI of SMEs No. of bankruptcy of SMEs and micro businesses and percentage
and micro businesses change (change from previous year)
“Favorable” minus “Unfavorable” (No. of businesses)
(b1) (Change from previous quarter; seasonally-adjusted), 2,000
l"\
T A I e S e ) /

00 1800 Change from previous /l \\\
’ year (right scale) ,' \

No. of bankruptcy (left scale)

/

450 1,600 \ / ‘
1
i ml

I

A 100 1,400

A 150 1,200
A 200 /A A L 1,000
X ) 800
A 250
\ ALSMEs
o 600
4300 : L A366
i\ g 400
A 350 M Egr:rt]:::)rises
% /A37g 200

g4 wnsnenarwnns wevw s wunh IR oo

2000 | 2001 | 2002 | 2003 | 2004 | 2005 | 2006 | 2007 | 2008 Q0O 02 03 04 05 09
Source: Small and Medium Enterprise Agency and Organization of Small & Medium Source: Tokyo Shoko Research , “Monthly Report of Bankruptcy”  (Year/month)
Enterprises and Regional Innovation, Japan, “Economic Survey for Small 3

and Medium Enterprises”




Emergency Measures for SMEs to Respond Financial Crisis

FY 2008

v Comprehensive Immediate Policy Package to Safequard People's Daily Lives established on
August 29

(First supplementary budget of 416.2 billion yen was approved on October 16.)

v' Measures to Support People's Daily Lives established on October 30
(Second supplementary budget of 501.4 billion yen was approved on January 27.)

FY 2009

v" Policy Package to Address Economic Crisis established on April 10
(First supplementary budget of 1,621.3 billion yen was approved on May 29.)

1. Measures for Providing Liquidity to SMEs

FY 2008 First (" FY 2008 Second FY 2009 Supplementary
Supplementary Budget Supplementary Budget Budget (Policy Package to
(Comprehensive Immediate (Measures to Support Address Economic Crisis)
Policy Package) L People's Daily Lives)

@®Emergency Guarantee 6 trillion yen —> 20 trillion yen —> 30 trillion yen

Scheme
@ Safety-net lending 3 trillionyen — 10 trillion yen —> 17 trillion yen

@®Managerial improvement loan for micro busin

(“Marukei” loan)

»Japan Financial Cooperation(JFC, governmental financial institution) provides loans without collaterals or personal guarantees and with
lower lending rate for micro business owners.

»Policy Package to Address Economic Crisis extended maximum lending period from 5 years to 7 years for working capital and from 7 years
to 10 years for capital expenditures.

»In addition, the upper limit of loans is raised to 15 million yen from 10 million yen.

@ Subordinated loan

»JFC provides subordinate loans to SMEs to facilitate private bank’s loan to SMEs.

»In April 2008, JFC began to provide the subordinated loans to SMEs which revitalize their business and launch a new business.

»In February 2009, the subject of subordinated loans is extended to SMEs who endeavor to activate regional economies including
community businesses.

»In June, Policy Package to Address Economic Crisis add SMEs who are subject to safety-net lending.
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2. Tax System for SMEs

The following tax measures for SMEs were implemented effective

on April 1, 2009.

€ Cut of reduced corporate tax rate for SMEs
v'Currently, the corporate tax rate to SMEs (less than 100 million yen of capital) is 22% for the portion
of annual income of below 8 million yen (reduced corporate tax rate) compared with general
corporate tax rate of 30%. This rate would further cut to 18% (temporary measures for two years).

€4 Refund of tax loss carry-back
v'"When SMEs record net loss for the business period ending on and after February 1, 2009, they can

obtain refunds of corporate tax paid if they recorded profit for the previous year so as to pay corporate
tax.

@ Tax system for promoting energy saving measures
v Certain facilities with high energy efficiency (e.g. high efficiency industrial furnace) are authorized to
depreciate immediately in the first year (temporary measures for two years).

Supporting Measures for Innovation of SMEs




1. Supporting Measures for Technology Development

vlt is still critical to enhance technological improvement of SMEs in medium and long-term point of view.
v'The high manufacturing technology is important also for the low carbonization and the energy
conservation for global warming.

a) Promotion of development of key technology in manufacturing Budget in 2009FY: 18.7bil yen

(R&D for strategic key technology)

If R&D plan of manufacturing SMEs is authorized by government as “special R&D plan on 20 strategic technologies of
strategic Manufacturing technology improvement law”, government sponsors for their R&D activities.

®Period : 1year(2 to 3 years as exception) Key Technologies (20sectors)
@ Upper limit of sponsorship: 50mil yen (as commission) | -pie *Powder metallurgy *Positioning
100mil yen(as commission)* *Forging *Thermal Spraying = Cutting
. . = Casting =Power transmission *Dye
SMEs plan to do R,’&D n s.everal sectors. *Metal pressing *Heat treatment *Fermentation
EThe No. of appllcants. 857 *High function chemical composition *Embedded Software

*Welding = Electric parts & device equipment
*Plating *Vacuum keeping * Plastic casting
*Combination of parts

b) Supporting for trial production plan and marketing by manufacturing SMEs Budget in 2009FY: 54.2bil yen

@ Period : 1year @ The rate of subsidy:2/3 € Upper limit of subsidy:100mil yen
B The No. of applicants :7,387

¢) Supporting cost for quality certification of SME’s products by public research center . Budget in 2009FY: 3.1bil yen

@®Period : 1year € The rate of subsidy:Fixed 4 Upper limit of subsidy:5mil yen
B The No. of applicants :478

8
(Example) Supporting for trial production development of manufacturing SMEs
4 '
Development of die for production of high precision optical lens for DVD player, recorder and digital camera.
‘ (Challenge) (Details of development)
/. § ®Die (which is good for high ® Development of high quality material and
temperature state) is needed to grinding/ polishing technology for die which can
produce non-spherical lens for be used in high temperature as 1,300 degrees.
miniaturized and high-quality digital ® Production of die by utilizing these technologies.
camera & etc.
. J
( )
Street light which is made by combination of LED rump and epoch-making lens
(Challenge) (Details of development)
® LED rump is not suitable for street light ® Development of cutting technology of precision
because the irradiate angle of LED glass in order to manage the light of LED efficiently.
rump is narrow. ® Development of street light using this technology .
(Challenge) _ _ (Details of development)
® Color of octopus is lost in by @ Development of mass production machine to
processing in 1_30""19 Wa_tEF- process octopus efficiently by heated vapor with
Octopus with light color is long life and silent power transmission
not valuable in market. technology.
9
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2. Collaboration between agriculture, commerce and industry
| Program to promote utilization of regional oriented resources

Collaboration between agriculture, commerce and industr

*Supporting development of new market and new products and services by enhancing collaboration between
agriculture, forestry and fisheries, which produce regional products utilizing regional natural resources, and commerce
and industry, which have sales channel and processing and preserving technology.

Utilization of regional oriented resources
*Supporting from development of new products and services to development of new market, in order to utilize regional
oriented resources such as regional traditional technologies, agricultural, forestry and fishery products and tourist
attractions.

Supporting for collaboration between agriculture, commerce and industry, and utilization of regional oriented resources

Support Details

Subsidy for starting new business The rate of subsidy:2/3
Upper limit of subsidy: 30mil yen

Consulting service by marketing specialist & etc. Project planning, project assessment, market survey
and market development and etc.

Special treatment in loan and credit guarantee by Financing capital expenditure and working capital
governmental financial institute without collaterals or personal guarantees
Expansion of upper limit of credit guarantee

Special treatment in taxation Tax deduction or special depreciation for acquiring
machinery equipment & etc.
Tax deduction for training of employees

10
Practical Case Approved by the Program to Promote SME
Utilization of Regional Resources 1
p
Product development and market expansion of sake based liqueur made from local blueberries, tomatoes and
strawberries.
\Cooperation name: Tuzyun Brewers Co. Ltd, in Yamato-cho, Kamimashiki-gun, Kumamoto-prefecture >

fOUtline of the business \

* The company has been an established enterprise since 1770 and noted for its use of pure spring water and good
quality rice, which are features of the local area.

* The company has expanded its range of original products of liqueurs based on local fruits and vegetables.

* The company works together with local farmers and the agricultural cooperatives to grow and secure its supplies
of fruits and vegetables at low costs.

Competitiveness Merchantability Marketing Channels

[Blueberry liqueur] J
"




Practical Case Approved by the Program to Promote SME
Utilization of Regional Resources 2

e
Product development and market expansion of Kutani ceramics that combine Kutani-based wares and handmade

blowing glass

Cooperation name: Seihoudo Co., in Nomi-city, Ishikawa-prefecture

ﬁ)utline of the business \

+ The concept of the product, combining Kutani porcelain and handmade Edo-style glass combines the best
of Japanese and Western tastes, and was developed over seven years.

+ This reflects the concept of fusion between Japanese and Western styles that is increasingly taking place
in cuisine.

+ Sales of these products have been increasing both at specialist gift shops and as regular products in
department stores, etc.

Competitiveness

Merchantability

Marketing Channels
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3. The innovation of Chinese SMEs confronting
bigger difficulties

4. Measures taken by China’ s administrative
organization to stimulate innovation
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Basic situation of Chinese SMEs

In 2003, Interim Provisions of the Standard of SME
come into effect

Standard of Industry SMEs in China
*SMALL ENTERPRISE:

- the standard of "2-3-4"
. *MEDIUM-SIZED ENTERPRISE:
. the standard of "3-3-4"

Total figure of China SMEs

* Up to June, 2008, the total figure of China SMEs has
exceeded 366 million, occupying 99.8% of all
enterprises nationwide.

* The registration of SMEs in administrative
departments has reached 9 million, individual
businesses have been 27.6 million.
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About the individual businesses

* The constitution of Chinese individual businesses
commonly points to Micro-Business, self-employed
business, individuals taking all the business
responsibilities

* wholesale and retail industry
* housing and restaurants

non-public sector economy is main stream

‘f | _

SME's contribution to economy

contribution of SMEs to:
. GDP
. TAX

growth rate of SMEs

beyond the average growth rate of national
economy.
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SME's contribution to economy

« SMEs provide 77% employment positions in cities
and towns

 laid-off workers in state-owned enterprises find their
positions in SMEs.

* migrant rural workers mostly work in SMEs.

SMESs as main force of technology of
innovation

* 66% of patent inventions

» 75% of new products in China are proceeded by
SMEs
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leading the upgrading of China’s industrial
structure

« SMEs engaged from dense-labor fields in the
beginning such as processing industry, construction,
transportation, commerce and trade, shifting to high-
tech fields, such as infrastructures, manufacture,
new-type service industry, bio-technology, new
materials, IT, etc.

|

The innovation of Chinese SMEs confronting
bigger difficulties

* (1)Shortage of capital is the biggest constraint for
China SMEs to innovate.

« venture capital of China SMEs originally comes from
self-capital and loans from relatives

* lack of capital causes little loan from financial
institutions and limits the investment of SMEs in
innovation.
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* (1)Shortage of capital is the biggest constraint for
China SMEs to innovate.

« Status in 2009 Private Economy Blue Book, released
by All-China Federation of Industry and Commerce

» the direct beneficiaries are mainly large-sized
enterprises when the country carries out positive
fiscal policies.

* (1)Shortage of capital is the biggest constraint for
China SMEs to innovate.

* the loans from main banking financial institutions to
SMEs only takes 14.7% of the whole loans system

+ Chinese government is conducting various positive
measures and policies, changing this situation in the
financing market




r |
The uniqueness of commercial environment
for SMEs in China

» Imperfection of credit system and underdeveloped
capital market restrict innovation

« accountant materials and system

» avast and broad market, SMEs incapable to build
national brand

International financial crisis

* the shrank of market demand

* banks keep modest attitude to give out loans to
SMEs which are involved in difficulties.

« SMEs are more modest when they expand the scale
of production and introduce new products, which
cools the enthusiasm of SMEs towards innovation.
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Measures taken to stimulate innovation

* (1)Support by establishing SMEs board and
GEM(Growth Enterprises Market) in capital market

e SMEs board
« GEM

* (2)To establish the business bases for small
enterprises, service system offers encouragement
and subsidy, emphasizes the related training for
supporting the small enterprises.

. training work of SMEs
. guidance services




g
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* (3)More effective supports by the innovation of SMEs
from the Diversified Financing System

« the guarantee institutions

* banks of the villages and small towns, the small
loan companies and the small and medium financial
institutions

|
|
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1. OSMEP ‘s roles how to integrate with
international governmental & private units.

2.How to strengthen innovative SMEs.
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MAIN OBJECTIVES

@ Supporting Industry Development — Prototype Building, Reverse Engineering,
Retro-fit and Testing

@ Machine Modification

System Installation

Machine Replacement — Mainly focusing on productivity

MAIN CONDITIONS

@ OSMEP subsidizes 3% loan interest/yr. for 5 yrs.

@ Thai- German Institute (TGI) is a major agency in technical
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Oil Plant.

P
¥

Mustard
Essential Oil

«Lanna’s main product is Mustard Essential Oil which
production process generates many Mustard Slurry.

« Machine Fund accomplished in supporting new innovation
project that aims to collect more Essential Oil and recycled
water from Mustard Slurry by installing Special Designed
Evaporator Set.

Moreover, the rest slurry from Evaporator will be dried by
Spin Flash Dry and become fuel for Biomass Boiler.

“With this project, all of waste from production will be fully
collected and fully recycled as Energy for production again. 7

Palm oil production plant have a lot of waste water mainly consist of oil and protein,
which are very good resource for-Bib'gas system.

Machine Fund here to support the Biogas Project, changing waste water to energy by
microbial process.

Electricity to Grid Line

Bacteria change organic matter to gas, enrich with Methane, called Biogas.
As the fuel of Engine, Biogas is turned to Electricity and sale to Grid line.

‘Waste Water from Palm Oil Factory

Beyond the Biogas System, this project also install Boiler and Chiller
which use exhausted hot air from Engine to generate steam and cool water,
using in process of the factory.

With the lower organic in waste water after
Biogas system, the problem of water treatment

system are relief.

Exhausted Gas for Boiler & Chiller
2 MW Gas Engine

Biogas System




Imported
Machine
Reduction

Cost
Reduction

MACHINE FUND

Human
Resource
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Capacity Building
for Thai SME

iy b

e

! - MAIN OBJECTIVES

w To support SMEs in developing business in such areas as IP management,
, and marketing

4w To enhance SMEs capabilities and standards to increase opportunities in
'\\] the international market.

To add value to SMEs businesses, products and services.

<
)

6,;
o

a

MAIN CONDITIONS

@ s a financial support given in form of a grant.
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OBJECTIVES

It is a financial support for SMEs consultancy on business system development,
product/service development. Moreover, it supports SMEs that face entrepreneurial problems
in management, accounting, financing and so on.

Stage 1 Business Diagnosis Process
Maximum 25,000 THB.
within Bangkok and vinicity.

Maximum 35,000 THB. in other provinces.

Stage 2 Consulting Process
The subsidy is 50% of the related consulting

expenses and not exceeding 250,000 THB.

Subsidy Process Reimbursement
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Intellectual Property Fund

OBJECTIVES

It is a financial support for SMEs in intellectual property registration both domestically and
internationally as well as in acquiring licenses and buying from local IP owners.

The Maximum Subsidy

ad\\\;
© ?o(\d

The Maximum Subsidy 50 %

The Maximum Amount 500,000 THB.

Subsidy Process Reimbursement

IP Fund

| , 1

Acquiring Licenses IP Registration Buying IP

Domestic ‘ Domestic H ‘International” ml
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x l “Interfationalization Fund
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OBJECTIVES

and survey.

It is a financial support for SMEs in the internationalization process, which involves
participation in international level for foreign trade fairs, business matching, market research

The Maximum Subsidy 50 %
The Maximum Amount 250,000 THB.
Subsidy Process Reimbursement

Internationalization Fund

!

A 4 l

International
Trade Fairs

Market Research
and Survey

Business Matching
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their products.

related service companies that have banded together
to promote and support the development of the

handicraft industries and assist in the marketing of

An association of small & medium enterprises of

Chiengmai handicraft manufacturers, exporters &

4y

1

Prempracha

1?.) =

$1070 =

!g% An. . 5.
ollection is a leading manufacturer and exporter of ceramic

NOHMEX

MNorthern Handicrafts Manufacturers
And Exporters Association

g

household product such as vase, bowl, plate. Each piece is individually hand
crafted, with quality and elegance being the criteria.

41‘1 W,
2

e Ceramics

. Prempracha’ Collecghl&m -
OSMEP support Value of Value of
s0%ofotalcost | PUrchasin | purchasing

(not exceeding 250, g& sales & sales
Fair Trade/ 000 bakt) during the | after the
Exhibition Fair Fair
(Million (Million
baht) baht)
MACEF
SPRING
FAIR 82,500 2.4 3.6
(Milano,
ITALY)
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