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APEC High Level Meeting on Driving SMEs’ Growth to Promote Local Development
Salutations to:

Mr. Yeng-Shiang SHIH, Deputy Minister of Economic Affairs, Chinese Taipei.

Mr. Tai-San CHIU, Vice Mayor of Kaohsiung, Chinese Taipei.

Mr. J ohann Spitzer, Acting Chair of S MEWG and Dir ector G eneral of Industry, Min istry of
Production, Peru.

Mr. Robert LAI, Director General, Small and Medium Enterprise Administration of Chinese Taipei.

Main Ideas/Introduction:

e SMEs promote private ownership, stimulate innovations and d evelop entrepreneurial
skills.

¢ Their flexibility enables them to match quick changes in market demands.

e They g enerate t he ma jority of jobs , pr omote diversification o f e conomic ac tivities,
support sustainable development and make a significant contribution to e xports and
trade.

e SMEsaret heke ypl ayersin | ocale conomyan d alsoa ke y force tolo cal
development.

SMEs bring employment and prosperity to local society

e SMEs are able to increase social cohesion and stability in the communities

e Local environment conducive to SMEs’ g rowth is need ed in order to g rasp the
advantage brought by them.

e SMEs’ contribution to local development depends on a g ood governance and policy
environment on the local level.

Background:

e In 2003 SME Min isterial Mee ting, th e Minis ters en couraged member economies to
expand the local s ponsorship of investment fora on a regional basis and supported the
development of regional networking conferences and activities where venture markets are
already advanced.

e [n 2003 AMM, the Ministers also commended the initiative to promote micro-enterprises
development with emphasis on economic growth and shared prosperity.

¢ In 2004 SME Ministerial Meeting, the Ministers identified the need for member economies
to continue their efforts to strengthen both the loc al and international markets to which
SMEs provide products and services through the removal of regulatory impediments to
business development and trade.

¢ In 2006 SME Ministerial Meeting, the Ministers recognized the importance to assist those
SMEs and micro-enterprises in local cultural industries that have high potential but lack a
channel to conduct export.

e In 2006 AMM, t he Minis ters stre ssed the ne edto realiz e the potential o floc al
communities in the APEC r egion by, amo ng oth ers, p romoting loc al k nowledge and
principles that inspire innovation and productivity.

e The Se minar “One Village One Product” organized by Japan in 2007 referred to the
development of local and cottage industries through sharing experiences.

e CT project 2007 Enhancing the Market Development of Local Cultural Industries in APEC
included actions:

0 APEC Local Cultural Industry Virtual Exposition (ALCIVE); action taken to expand
markets and conduct export t hrough the buildup of e-Commerce c apacity and
transform digital divides into digital opportunities.

0 APEC OVOP Training Workshop on e-Commerce that seeks to train exporters
and assist enterprises in local cultural industries in the APEC region to sell
their products overseas through e-Commerce.

Importance of the project:



e APEC High Level Meeting on Driving SMEs’ Growth to Promote Local Development is a
project proposed by Chinese Taipei and co-sponsoring by Peru and Mexico.
e Aim s:
o explore the local development strategy driven by SMEs in the APEC region,
0 search the best practices guidelines on SMEs and local development especially
suitable for the APEC economies.
e Good opportunity to exchange their e xperience on the SMEs and local development and
discuss the ways to promote SMEs growth in the local context.

Beneficiaries:

e Local community that provides guidance to S MEs and creates a favorable pro-business
friendly environment.

e SMEs and Micro enterprises
National and lo cal a gencies dealing with  SMEs cooperating among them and sharing
experiences and best practices.
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At the roots of local economic development

Mr. Johann Spitzer
Chair, SMEWG
2008 — Kaohsiung
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“The strength of free peoples resides in the local
community. Local institutions are to liberty what
primary schools are to science; they put it within the
people's reach; they teach people to appreciate its
peaceful enjoyment and accustom them to make use
of it. Without local institutions a nation may give
itself a free government, but it has not got the spirit

of liberty.”
Alexis

DeTocqueville




Defining local development

It is a political process which enhances
community partnership in order to improve,
through human-centered policies, the
development of society’s well-being by
preserving human dignity.

Local development - political process:
considering Politeia (TroAireia)

*Polis: a city-state which enhances local development
at social and economic levels.

*Politeia — government, policies, rules and institutions
that pursue the well-being of society.

It is a process where social agents govern a
particular polis, often centered around a citadel.




Citadel: the axis where the polis revolves

Political
freedom

City
government

Economic

feedon Religion & Cultural
Soclal spaces freedom

Pursuing a free and
virtuous society

Sound local market economy

To encourage a local market economy, we should
consider human freedom at its three levels; if we
don’t, economic development will be deterred due
to antagonistic policies which create instability and
conflict.

“ The development is the new name for peace”
Paul VI




Human being at the center of policies

Aim of the local gi . Criteria for
political action i A% {18 discerning policies
21 =3 performance

Improving human oikos...

Community partnership and entrepreneurship

Local Government Set up the socio-
economic environment

Private sector Foster economic
entrepreneurship

Third sector Foster social
entrepreneurship




Principles for Local Economic Development
through SMEs: considering the human-centered
approach

1. Principle of aim: Local economic development as
a way to foster human development.

2. Principle of holistic freedom: “One is bound to
the other” we cannot pursue economic development
without considering correlation among the other
spheres of freedom.

3. Principle of human capacity: The human being
is capable of doing good; a Leviathan is not required
to enforce the well-being of society.

Principles for Local Economic Development
through SMEs: considering the human-centered
approach
4. Principle of realism: Local problems require

local solutions.

5. Principle of community and partnership:
Common problems are not resolved through
individual solutions.

6. Principle of subsidiarity: The central authority
should have a subsidiary role, performing only those
tasks which cannot be performed effectively at a
more immediate or local level.




Subsidiarity and SME promotion

Dimensions |Characteristic Consequences

Vertical Decentralizes decision-making, Foster freedom and
competency and diverse political |responsibility and
institutions function from the check and balance for
national to the local level. central government

Horizontal gives the person the right and Foster social
responsibility to attend his/her entrepreneurship
needs and the needs of their
community.

It is beyond a decentralization process; it is a bottom-up process. It
impels social creativity and responsibility with your locality.

Subsidiarity and SME promotion
Outsourcing of economic services :

*Trade facilitation

*Business licenses

*Business environmental enforcement
*Business strategies implementation
*Research services (tech-vouchers)
*Business formalization

*Taxation services




Subsidiarity and SME promotion
Outsourcing of public services :

*Health services
*Education services
» Social work

Infrastructure (project selection and
financing)

Subsidiarity and SME promotion

When public government and its support go beyond
its limits and do not share with SMEs the challenge
of social-economic development; governments lead
to a loss of human energy which is dominated by
bureaucracy; the entrepreneurship potential is
weakened, responsibility with the community is
undermined, the citizen is no longer the owner of
its future and the spirit of liberty gets lost.




Gracias!

Mr. Johann Spitzer
2008 — Kaohsiung

Jspitzer@produce.gob.pe
Johannspitzer@hotmail.com
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Session 1

Local Development Strategies,
Tools and Instruments



Asia-Pacific
Economic Cooperation

Trading in Services
A Whole New Game

APEC High Level Meeting on Driving SMES’
Growth to Promote Local Development
Edsel T Custodio

Philippine APEC Senior Official
@Kaohsiung, Chinese Taipei * 31 March 2008

Outline

Services Trade and Its Importance to the
Philippine Economy

RP Service Competitiveness

RP Service Negotiations

Market Opportunities in Services Trade
How to Optimize Opportunities

Philippines Global Business Training
Program for Services SMEs

Economic Cooperation




What is Services Trade

GATS

o A new agreement in the WTO which recognizes
the intangible and incorporeal product called
“services” and prescribes the terms of modalities
for this global trade, including a negotiating
platform for liberalization and development

Economic Cooperation

What do we know about services?

Services are the fastest growing component of international trade,
made possible by the revolution in ICT

Among developing regions, Asia leads service exports by
accounting for 69% of the total

In the Philippines, the 2004 revenues for IT-enabled services
exports alone were estimated at US$ 1.08 Billion and
employment was close to 100,000. These figures do not include
as yet services exported through other means (consumption
abroad, commercial presence, movement of natural persons)

Philippine households spend an average of more than 20% of its
income on services—biggest expenditure item after food

Economic Cooperation




Philippine Human Capital Resources: Among the
Most Valuable in the World

Skilled labor force of 29 million

English proficiency

Competent senior managers

Literacy Rate of 94%

Western-patterned educational system

Strong work ethic, customer-oriented mind set

Easily trainable and low attrition rate

Superior, competitive educational infrastructure
Natural inclination for innovation and creative thinking
Adherence to global standards

Economic Cooperation

Philippine Human Capital Resources:
Prospects

Challenge is the current state to beef up our
manpower resources, quality certification and
security compliance.

The Philippines can excel in all of the e-services
sectors because of its quality of service that we
provide.

English proficiency is the key to success, as it is
required by all sectors of the industry.

Economic Cooperation




Services-GDP: Regional Comparison

Table 1. Share of value added to GDP

1990-1994 1995-1999 2000-2004

OECD (average)

Agriculture 53 4.5 3.7

Industry 32.3 30.5 29.5

Services 62.4 65.0 66.8

ASEAN 5 (average)

Agriculture 16.3 1.7 10.1

Industry 38.3 38.9 40.8

| Services 45.3 49.4 491 |

Philippines (average)

Agriculture 21.7 19.0 15.0

Industry 33-3 31.Z 32.4
—Services 45.0 49.3 52.6

Source: World Bank, World Development Indicators (2005)

Services is

now the
dominant
sector in
many
economies,
both in
contribution
to economic
activity...

l = 7-P 7/.“
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Services Sector — ASEAN Context

2007 GDP grew by 7.3% whereas Services grew by 9%

Table 1b: % Share of value added to GDP

2006 2005
Singapore 65.2 66.1
[ Philippines 53.2 53.4 ]
Indonesia 46.3 42.0
Thailand 44.4 45.9
Malaysia 40.1 39.6

Source: World Development Indicators database, April 2007

Economic Cooperation




Services — Employment: Regional Comparison

Tahe?2 % Share of total employment
...and total
19901994 19951960 2000-2004 number of
jobs
OECD (average)
Agriadture jele] 84 74
Industry 27 281 75
Services 600 630 64.8
ASEAN 5 (average)
Agiodture 360 308 29
Industry 23 231 28
Senvices 416 460 471 |
Philippines (average)
Agiodture 453 408 374
Incustry 157 162 158
Senvices B0 430

Scurce: Vbrld Develcpment Indicators, 2005

Asia-Pacific
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Staying Globally Competitive

ITC research in 25 developing countries indicate they are already exporting 68
different services categories to an average of 33 export markets. The following
sectors covered by GATS are most familiar to Filipinos...

:e nﬁz:lsness and professional Acc?untancy, Architectu.ral

S Communication services, Computer services,
. X . . Computer software

= Construction and engineering development, Data processing,
& Distribution services Design services, Geographic
& Education and training services information services, internet
& Environmental services related services, Legal,

& Financial, insurance and banking Maintenance, Management

& Health services consulting, Marketing, Oil and
& Tourism and travel gas, Research and

# Recreational, cultural, sporting development, Security,
services logistics services, Surveying,
= Transport services Transcription, Translation, and
@ Other Services Utilities management

\_
THE PHILIPPINES IS COMPETENT IN MOST, IF NOT ALL, THESE SERVICES.
Economic Cooperation




Competitiveness of Philippine Services

Sectors, by four Modes of Supply

Mode 1- Mode 2 - Mode 3 - Mode 4 -
Cross Border Consumption | pomestic Presence Movement of
Abroad Natural Persons
Accounting High Low Moderate to High High
through shared depending on the
. level of development
s_erwc_es, of the market, i.e., for
financial data countries with lower
encoding, data economic
analysis development — high
(outsourcing) prospects
Architecture High Low Moderate High
End_ . for engineering and both for
Sre‘?\;ir::eeesrmg architecture but through joint skilled and
needs connection ventures unskilled
with host country q a
local or englneerlr_lg/
internationally construction
established firm work

Competitiveness of Philippine Services
Sectors, by four Modes of Supply

Mode 1- Mode 2 - Mode 3 - Mode 4 -
Cross Border | Consumption | pomestic Presence Movement of
Abroad Natural Persons
Medical and Low to High Low High
i i medical tourism; nurses,
Health Services medium b d d
(Med. spa facilities; °°t.°"s an
Tourism) |retirement medical
villages practitioners
Education . .
Services Low High Moderate ] I.thghd
for courses . . nglish an
like nursing, | GO UPSWIth ) nursing
English as a universities in Eusmess 5a
second HE management
language teachers
Franchising Low Low High Low
in countries with
large Filipino / Asian
immigrant
population
Shipcrewing N.A. Low Low High




Snapshot of Services Negotiations

Construction Services:
o Highly sensitive; market access not liberalized
o Important part of industrial sector

Financial Services:

o Highly regulated by BSP

o Existing regulations make it difficult to make deeper
plurilateral/multilateral commitments

Logistics Services:

o Constitutional limitation on public utilities: 60-40

o But cargo handling, storage, container services, etc less
restrictive market access requirements

Economic Cooperation

Snapshot of Services Negotiations

Education:
o Constitutional restriction on establishment: 60-40

o Otherwise, fairly liberal; Filipino students study
abroad

Audio-Visual:

o Constitutional limitations on ownership of mass
media and advertising

Legal Services:
o Highly regulated by Supreme Court
o Least liberal services sector

Economic Cooperation




Opportunities for RP Services in a Nutshell

There is a gap between recognized competitive services
sectors (on the ground) and defensive interests in
sensitive services sectors (at the negotiating table)

Contact Centers have the highest demand...
... but Knowledge-Based Outsourcing and Non-voice

operations have more potential for Human Capital
Development

Areas of opportunity for employing large numbers of
workers: Back Office Operations & Medical
Transcription

Niche area for creative talent: Animation, games and
MLT media

Economic Cooperation

Opportunities for RP Services in a Nutshell

Leveraging on our level of IT and Technical proficiency
in Software Development and Engineering Design

Opportunities would be in Finance & Accounting (F&A)
as 28% of the Philippine graduates are coming from
Business Administration and related courses

Opportunities in moving up the value chain in doing more
high value added services like, Knowledge Process
Outsourcing (KPO)

Health Services/Medical Tourism : Emerging Sector and
one of the brighter sports for services

Retirement Villages

Economic Cooperation




How do we optimize opportunities for Philippine
Services Sector? The Roadmap for Improving
Global Competitiveness

Recommendations Objectives

a. Domestic Policy To address internal weaknesses
Reforms and external threats

b. Innovations To build business capability of

industry players, including SMEs

0

Export promotion To market RP’s competencies

a

Trade Negotiation To reduce barriers to entry in
foreign markets

A ‘:P acifi
Economic Cooperation

How do we optimize opportunities for the Philippine
Services Sector? Domestic Policy Reforms

To address internal weaknesses and external threats:
Rationalize the education system

Adapt education and training policies to rapidly changing
requirements

Improve basic education and communication skills

Provide for vocational training and other forms of
alternative/lifelong education in accordance with market needs
Incorporate values education in the curriculum

Address the mismatch between labor skills and 215t century
business needs

Asi :F . i
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How do we optimize opportunities for the Philippine
Services Sector? Domestic Policy Reforms

To address internal weaknesses and external threats:

Promote a paradigm shift in government and private sector

= Shift from traditional view of RP as a supplier of manpower to
positioning RP as a provider of institutional/bundled services

= Strengthen coordination within the government bureaucracy and
promote public/private sector partnership

= Turn the “threat” posed by liberalization of trade in goods into a “win-
win” situation via the four modes of supply in services trade

Integrate services trade into the national export
development strategy

Economic Cooperation

How do we optimize opportunities for Philippine
Services Sector? Intensify Export Promotion

To market RP’s competencies:
Broaden awareness and information campaign on the GATS
and its opportunities for export of services;

Provide shared/common service facilities website as a tool for
marketing, networking, market research, business matching;

Conduct roadshows; organize and participate in fairs and
exhibitions;

Sustain one-on-one contacts with identified services customers;

Design/innovate new services export delivery systems as
“solutions” to the needs of services customers: e.g., networking,
one-stop-shop, bundling, and value added concepts

Keep in step with technological developments in the ICT sector

Economic Cooperation
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How do we optimize opportunities for Philippine
Services Sector? Proactive Trade Negotiation

To reduce barriers to entry in foreign markets:

Negotiate Mutual Recognition Arrangements (MRAs)
and similar international
accreditation/recognition/licensing arrangements

Identify and pursue Philippine interests in bilateral,
regional, and multilateral negotiations (including GATS)
and cooperation networks

Address mismatch in skills and labor market demands

l = 7-P 7/.“
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How do we optimize opportunities for the
Philippine Services Sector? Enhance Capacity of
Players

To build the business capability of industry players, including
SMEs:

Develop a culture of entrepreneurship, innovation, excellence, and
“transcultural orientation”;

Organize services providers into a consortium/bundling to
synergize competencies

Global business training programs for SME services providers and
prospective entrepreneurs

Economic Cooperation
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Tale of the Tape: 1st & 2nd Runs of
Training Program

Global Business Training I: International Trade for Service
Providers

27-28 September 2007, Cebu City, Philippines

Objective(s):
To upgrade the capability of service-oriented SMEs in the Philippines
» By fostering awareness on services trade
« By upgrading the competitiveness and capacity of services SMEs

Participants:
42 representatives from services SMEs (private businesses), government agencies,

trade support organizations, industry/professional organizations, and academic
institutions

Asia-Pacific
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Tale of the Tape: 1st & 2nd Runs of
Training Program

Global Business Training I: International Trade for Service
Providers
27-28 September 2007, Cebu City, Philippines

Project Partners:

» Department of Foreign Affairs (DFA)/Philippine Services Coalition (PSC)
*« WTO/UNCTAD International Trade Centre (ITC)

» US Agency for International Development (USAID)/ Partnership and
Advocacy for Competitiveness and Trade (PACT)

» Department of Trade and Industry (DTI-BSMED and DTI-Cebu)

» Association of Training Institutions for Foreign Trade in Asia and the
Pacific (ATIFTAP)

Asia-Pacific
Economic Cooperation
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Tale of the Tape: 1st & 2nd Runs of
Training Program

Global Business Training ll: International Marketing of Services for
Government and Business Support Groups
13-14 March 2008, Manila, Philippines

Objective(s):
To enhance the capability of participants to facilitate, promote, and market
Philippine SME services exports

+ By fostering awareness on services trade

» By upgrading their capacity to do marketing and trade promotion

Participants:
31 representatives from government agencies and business support organizations

Asia-Pacific
Economic Cooperation

Tale of the Tape: 1st & 2nd Runs of
Training Program

Global Business Training ll: International Marketing of Services for
Government and Business Support Groups

13-14 March 2008, Manila, Philippines

Project Partners:

DFA/PSC
WTO/UNCTAD ITC (Geneva)
USAID/PACT

DTI BSMED

ATIFTAP

Economic Cooperation




‘ Tale of the Tape: 1st & 2nd Runs of
Training Program

Topics Covered: -

GBT 1: International Trade for Service GBT II: International Marketing of
Providers Services for Government and Business
Support Groups

» Opportunities in the Services Industry ~Opportunities and Challenges for
Services SMEs

» Upgrading the Capability of Services
SMEs (Issues Internal to SMEs) ~Understanding services industries (issues

internal to SMEs)

» Upgrading the Capability of Services . )
SMEs (External Support for SMEs) ~Promoting Services Trade (External
Support for SMEs)

Q 9

Economic Cooperation
GBT |
Opportunities in the Services Industry -
o Overview of the international services industry
o Taking advantage of the General Agreement on Trade in Services (GATS)
o Upgrading the global competitiveness of Philippine services
o Examples of best practices for services: India (software development) and

Thailand (health and wellness)

Case studies for Philippine services

= Health and wellness industry

= Knowledge Process Outsourcing (KPO)

=  Telecommunications support for IT-enabled services

o

Asi -’F’ = i
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GBT I

Upgrading the Capability of Services SMEs
(Issues Internal to SMES)

Innovating for export success

Networking effectively

Working with strategic allies

Overview of service marketing

Supporting the service sector

Relationship marketing

Marketing approach to services
Establishing credibility as a service provider
Preparing the service plan

Organizing for service leadership

OO0OO0OO0OO0OO0ODOO0OO0OOo

A ‘:P acifi
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GBT |

Upgrading the Capability of Services SMEs
(External Support for SMES)

o Aligning government policies to support service
exporting

0 Supporting service firms through e-trade initiatives

Asi :F . i
Economic Cooperation
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GBT Il

Opportunities and Challenges for
Services SMEs

o National vision and objectives of SME development

Overview of the international services industry

o Taking advantage of the General Agreement on
Trade in Services (GATS)

0 Market opportunities from FTAs/RTAs, EPAs, and
MRAs

o0 Barriers to service exports

o SWOT analysis

(]

l = 7-P . ..i
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GBTIl

Understanding services industries
(issues internal to SMES)

How customers see relational benefits in services
industries

Establishing credibility

Relationship marketing

Marketing approach to service

The icing on the cake matters: supplementary
services

New services development

O o0O0Oo o

o

l = 7-F _ .li
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GBT Il

Promoting Services Trade -

(External Support for SMES)

(0}

(0]
(0]
(0]

Raising awareness of your service exports

Supporting services exports

Aligning your policies to support service exporting

Understanding services marketing

= Overview of services marketing

= The 8Ps of integrated service management

= Classification in services marketing

Case studies

= Experience of an exporting company working with a
government agency

= Anecdotes on marketing to government agencies

= A service exporter (franchise)

Developing key marketing success factors

l = 7-P . ..i
Economic Cooperation
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Local Development

Strategies,
Tools

&
Instruments

Presented by:
Mr Teng Theng Dar
ABAC Co-Chair

CEO, Singapore Business Federation
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OUTLINE

% SME Sector’s Contributions in Singapore
¢ Key Challenges Faced by SMEs

¢ Approach to SME Development

¢ Key SME Development Strategies

@ Public-Private-Partnership

$ Tools & Instruments in SME Development
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SME Sector’s Contributions in Singapore

99% of all enterprises are SMEs...

Large

Enterprises

800 (0.6%)
“i

g sues— -..they employ 61% of the workforce...
132,800 ) it
(29.4%) Enterprises
493,200 (39%)

SMEs
786,100 (61%)

Mumber of Enterprises

...and contributed 45% of total value added
Large

Enterprises, Number of Employed Persons
5574.4bil (55%

SMES .
S562.1bil (45%)

SMEs are defined as:

» manufacturing enterprises with net fixed
assets investment less than $15mil

« services enterprises with less than 200

Value Added (S$billion) employed persons

SINGAPORE i a W
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Key Challenges Faced by SMEs

# Increase in competition

# Manpower Issues — difficulty in hiring, developing and retaining
talents

# Rising operating costs

# Insufficient cashflow

# Access to business opportunities (ie. new customers, markets, etc)
A Access to ﬁnanCing Top 3 Most Selected Hindrance to Growth

®2005 m 2006

W N
¥ 0% o™ « R

o onet ol
- W 0“‘092““ wo? o&>‘3"&‘\Q et
SINGAPORE - )
. BUSINESS I SPRING Source: DP Information Group, SME Development Survey 2006
Singapore

FEDERATION singapore




APPROACH
--- SMEs Development---
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APPROACH

---Principles---
@Partnership #Self-help
relationships and resources (where possible) in the
& Partner with business chambers, delivery of Government
industry associations and market services to SMEs
players
#Consultative #Cost Sharing
& Consult extensively with partners =Adopt a cost-sharing
and market players when arrangement between the
developing market-based private sector and
solutions to address SMEs’ needs government

SINGAPORT: i a pll
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APPROACH

--- 3-Pronged ---

#Provide Broad-based Support
= Nurture a pro-business environment by partnering public agencies
and market players

#Build Industry Capabilities

& Partner lead industry associations to develop critical capabilities and
infrastructure for SMEs in key industries

#Develop Enterprise Capabilities
= Develop key capabilities
& Groom SMEs with high growth potential to become future home-
grown MNCs
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STRATEGIES
--- SMEs Development---

-
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Key SME Development Strategies

¢Broad-based Strategies
= Facilitate access to information and services
# Enhance SME financing
= Promote entrepreneurship
& Improve access to market and business opportunities

£Industry Level Strategies
= Strengthen Industry Leadership
= Set Up Critical Industry Infrastructure

@Enterprise Level Strategies
& Develop key capabilities in people, management and systems

SINGAPORE iq i
» FEDERATION el SP’SJNG

Public-Private-Partnership

Standards, Productivity and Innovation Board
(SPRING)

Singapore Business Federation International Enterprise Singapore

(SBF) (IE Singapore)

“3» FEDERATION ol SPRJNG




Tools & Instruments
--- SMEs Development---

H
SINGAPORE - M
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FEDERATION singapore

Tools & Instruments

Facilitation & Voices
(e.g. networking, matchmaking,
value creation)

Internationalisation

Capacity Building
Programmes

Facilitate access to information and services

Enhance SME financing

Promote entrepreneurship

Improve access to market and business opportunities
Strengthen Industry Leadership

Set Up Critical Industry Infrastructure

Develop key capabilities in people, management and systems
SINGAPORE i -~ e
. BUSINESS SPRING
FEDERATION
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Facilitation & Voices

So

Enterprisstne
Business
Informaticn
Services
Information fe Power your Business

, the Singapore
Business Federation (SBF) champions the interests

of the business community in Singapore in trade, SBF G lObal SOU rC] ng H u b

investment and industrial relations. instant access to global business apportunites

Business Facilitation Services to the SMEs:

¢ Briefings, Seminars, Conference, Workshops #Feedback and Networking sessions
¢ Business Matching #Meeting with Overseas Delegations
& Missions ) % Market Advisory Service And SME Helpdesk
SINGAPORE i g W
BUSINESS
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Internationalisation Programmes
Iq Helping Singapore enterprises internationalise

Singapore

FRAMEWORK OF ASSISTANCE

Building robust competencies to help SMEs
overcome international competition in the
long-term

COMPETENCY
Developing capabilities.

Through a network of 35 overseas offices and
other resources, support is available to help
SMEs enhance their global network

CONNECTIONS
Enhancing market access

Access to and understanding of various
funding and financial resources available to
support international expansion

SINGAPORE i g ﬁw
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Capacity Building

$1893m

Capability Upgrading
__ : = ! $1482m -
(includes enterprise capability upgrading =
projects in technology innovation,
quality management and operations,
branding and customer service
$732m

07 2007 3Q07 4Q07
SPRING

[0 Number of Projects [ Value-added (Smj |
SInaapore . the 1,260 proje::ls suppartad in 200?
ICJCIOTE
Enabling Erdlevprise

te $1.9b of cumulative value added
SINGAPORE i a Y
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Facilitate Access To
Information And Services

ENterPRISEONE

Serving Singapore’s Business Community

EnterpriseOne Enterprise EnterpriseOne
Portal Development Business
www.business.gov.sg Centres Information Service
Hotline: +65 6898 @ ASME, SMa, @NLB, SBF & IE
1800 SCCCI, SMCCI Singapore
Online business Business advisory Market information
information and and consultancy resources and
government services research services

e-services (e.g.
for licensing and
application)

SINGAPORT i a pll
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Enhance SME Financing

Catalysing of Private Providing Government-
Sector Financing Financed Schemes:
=Loan Insurance =Loans
=Loan Securitisation (DBS = Equity Financing
SME Access Loan) Financing
Instruments

Increasing Access . Reviewing Relevant
and Awareness Finance Regulations
=Deal Flow Connection for SMEs = Securities & Futures Act
=Investment Fora

=Finance Fairs Access P.ro-
and business
Awareness Regulations

“3» FEDERATION SPR‘NG

Promote Entrepreneurship @

“Promote Entrepreneurial Culture and Mindset Sortuniy for
& e.g. BlueSky Exchange and Evening, Annual BlueSky Festival
& Educating entrepreneurs-to-be e.g. ACE Speakers’ Circuit,
Enterprise Day
#Catalyse Start-up Formation and Develop Entrepreneurial
Talent

i e.g. SPRING SEEDS - for innovative start-ups, Entrepreneurial
Talent Development Fund — for students’ start-ups and
EntrePass Scheme - to attract foreign entrepreneurs to set up
business in Singapore

@Facilitate Review of Rules and Regulations
& Pro-Enterprise Ranking Survey

SINGAPORE I :
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Improve Access To Market
And Business Opportunities

@Broaden Access to Government Procurement Market
= Review of government procurement rules and regulations
£Get Connected to Opportunities

= SBF Global Sourcing Hub

= Business networking platforms e.g. Network China, Network
India and Network Indonesia

©Help to Overcome Export Requirements
= Export Technical Assistance Centre (ETAC)
& FTA Guides and Assistance

SINGAPORE i q i
» FEDERATION el SR’;‘:NG

Strengthen Industry Leadership

Local Enterprise and Association Development (LEAD) Programme

# A 3-year programme launched in May 05 to groom Industry Associations to
lead in industry development

% Key activities supported — Technology & Infrastructure, Expertise &
Managerial Competence, Business Collaboration, Intelligence & Research,
Advisory & Consultancy

SINGAPORT i q Y
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Set Up Critical Industry Infrastructure

E NGEE ANN
POLYTECHNIC
Marine Centre of Environment & Water
Excellence Technology COI
« Offshore construction & processing - Water, waste treatment & remediation
. . . technology
» New processes for inspection & testing
- Component design & analysis « Alternative energy & energy management

* Monitoring & instrumentation control

« Air pollution control

making it great @
é SINGAPORE
F POLYTECHNIC soyrce Centre
* Proof-of-Concept, Product & Process Development
« Shelf-life extension & packaging
* Market testing of prototypes

3 FEDERATION SPR,NG

Develop Key Capabilities In People,
Management And Systems

@ Systems & Processes Development and Upgrading
# Business Excellence Programme
= Implementation of CRM, ERP, Quality Management, etc.

2] Management Competencies
= SME Executive Management Programme

@ Technology Innovation

= A 5-year programme to strengthen technology innovation in local
enterprises

& Capability Development Programme
= A 5-year programme to upgrade SME capabilities in supporting MNCs

SINGAPORE I 1
“3» FEDERATION SPR,NG




I

For more information, please visit the following websites:

www.sbf.org.sg
WWWw.iesingapore.com

WWW.SPring.gov.sg

-
SINGAPORE I - ﬂ
BUSINESS : PRIN
FEDERATION : sswnfgcrpag
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ﬁﬁzg MUNICIPALIDAD DE SANTIAGO DE SURCO
Lima - Perd

MUNICIPAL ADMINISTRATION
EXPERIENCE




SANTIAGO DE SURCO DISTRICT ECONOMICAL LEVEL MAP
(ACCORDING TO SOCIAL ECONOMIC LEVELS)

I~
- LA MOLINA Lm
— e |
A o, VILLA MARIA
= A DEL TRIUNFO | | |
| \ |
3 il SAN JUAN DE MIRAFLORE %l@
SAN BORJA 6 B2 >
ATE | 3 | =9 \
LEVELS % PoPU 5 ; % - e
:l HIGH 34.4 : 4 _ A
:l MIDDLE HIGH 35.29 i £ 2
:| MIDDLE 12.95 SURQUILLO . ¥ r
- MIDDLE LOW 9.15 | | g 1
:’ Low 6.48 MIRAFLORES : CHORRILLOS
:IOTHERS 1.73 = |
.
TOTA# 100 i BARRANCO ]

Fuente:INEI - Planos Estratificados de Lima Metropolitana (Marzo 2004)

Rsurco
GENERAL DATA =

# Location :West Center of City of Lima

# Limits: La Molina, Ate Vitarte, Villa Maria del Triunfo,
San Juan de Miraflores, Chorrillos, Barranco, Miraflores,
Surquillo y San Borja.

® Area: 42 Km?

® Population : 272 690 Hab.

® Budget 2006 : US$ 32 400 000

# Solid Residues : 245 Ton. / d

® Green Areas : 1 952 658 m2 (7.2 m2/hab.)

® \Weeds and Pruning Material Collection : 40 Ton. /d




URCO

e B

MUNICIPAL INCOME EVOLUTION
(Thousand of US Dollars)

50,000+

40,000+

30,000+

20,000+




Surco’s Preferential Neighbor
VSP

TRAVEL WITH VSP

4 -
Y o~ | B
; ‘ i (= g I
pjamientos Exclusivos (o estan esperamdy %5 .
T im0 % cle E __..-»iﬁ-

1 10% oo rn.g:‘,“\
YOty

J Atenciim Preferente

J Sorteos y Premios.

J Descuentos en establecimientos
comerciales afiliados al sistema
VSP.
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EVOLUTION OF VSP

50,000

38183

39,725

40,0001

30,000+

20,000+

10,000+

2000 2001 2001 2002 2003 2004

2005

SURCO’S RIVER WATER
RECOVERY PLANT
INTIHUATANA




SURCO'S RIVER WATER
RECOVERY PLANT

WATERING SYSTEM
YACUMOVIL 11




1997 NEW FLEET




YEAR 2000 Tsurco

RECYCLING: ANEW CHALLENGE




FIRST EXPERIENCE OF INER TW#urco
RESIDUES CLASSIFICATION




FIRST EXPERIENCE OF INER Tgurco
RESIDUES CLASSIFICATION
SYSTEM

Wurco
VOLUTION OF INERT RESIDUES

| CLASSIFICATION SYSTEM

10



NEW INERT RESIDUES CLASSIFICATION PLANT
SANTIAGO DE SURCO

COLLECTION CENTER AND TRANSFERENCE STATION

%‘U“;CQ
ORGANIC RESIDUES
PILOT PLAN IN ORIGIN

ORGANIC FLOUR

ALIMENTO BALANCEADO

COMPOST

11



MUNICIPAL DINING ROOM
“COMVO” PROJECT

Burco

CENTRAL KITCHEN

“COMVO” PROJECT

Burco

12



Burco

MUNICIPAL DINING ROOMS (*“COMVO™)

THE TRAIN OF

KNOWLEDGE
(Public Educational Project)

13



THE TRAIN OF KNOWLEDGE

(Public Educational Project)

Wurco
FRIENDSHIP PARK

CULTURAL CENTER RAILWAY STATION IN THE PARK

14



FRIENDSHIP PARK

Burco

MICAELA 811

15



Asia-Pacific
Economic Cooperation

APEC High Level Meeting on
Driving SMEs’ Growth to Promote Local Development

Chinese Taipei, 31 March — 1 April 2008

Session 2

Better Local Governance
for SME Growth



THE EMPOWERMENT OF
MICRO,SMALL MEDIUM ENTERPRISE
AT JEMBRANA REGENCY-BALI-INDONESIA

y
Prof Dr drg | GEDE WINASA
THE REGENT OF JEMBRANA

ENERAL DESCRIPTION

Jembrana lies at the west tip of Bali Island, relies on Agriculture,
Animal Husbandary and Fishery as the resources of regional inc

Width Area : 841,80 KM2 or 84.180 Hectares = 14,94 % width of
Population in 2007 : 260.791 with population density 309 lives/|

Pupulation Number per Doctor : 3300 The Population

Population Number per Midwife 1 2.519 Composition Based

Number of Student per Teacher : 15 on Religion :

Number of Farmer Hindhu 76,11%.

éggr Fé?gtei;r:an G:roup;-so.2568 Moeslem 17,35 %. The Area Utilizing :
pe N . - . Protestant 2,93 %b. 7 79 % Ricefield

Administration Territory Disribution : Catholic 2.77 %. , o Ricetie _S

5 Subdistricts. Buddhist 0 85 % 92,11 % Dry Soil

’ ©. 0,09 % Others.

42 Villages, 9 Political District Administration.
209 Cluster of Villages, 35 environtment
64 Oldcustoms and Tradition Village, 261 Oldcustums and Tradition Subvillage.




450000

400000

350000+

300000+

250000+

200000+

150000

100000

50000 1‘
0

R IE ANE . ABRANA YEAR ERIE/ROI
THE ESTIMATE OF REGIONAL INCOME EXPENSE 2001 ERIE Rp. 131.599.246.286.-
AND THE REGIONAL ORIGINAL INCOME OF JEMBRANA ROl Rp. 5540224419,
2002 ERIE Rp. 171.703.401.395,-
ROl Rp. 11.555.147.609,-
— 2003 ERIE Rp. 193.157.562.548,-
— ROl Rp. 11.055.956.008,-
— = 2004 ERIE Rp. 205.000.287.634,-
== ROl Rp.  9.785.500.000,-
— == 2005 ERIE Rp. 234.957.648.400,-
= ] — | — ROl Rp. 10.474.690.000,-
- === 2006 ERIE Rp. 339.300.329.908 -
- == = ROl Rp. 11.202.092.565,-
=== 2007 | ERIE Rp. 402.145.893.653,90
— === ROl Rp. 14.989.351.825,-
— = = = 2008 ERIE Ep. 451.314.741.887,00
= i =i"=1 = ROl Rp  15.700.000.000,00
2000 2001 2002 2003 2004 2005 2006 2007

OERIE mROI

Annualy Ratio ERIE per population:
Rp. 1.742.023,-

NUMBER OF POVERTY

INCOME PER CAPITA

Year Number of Poverty Year Income Per Capita

2000 12.206 (19,4 %) 2001 5.480.000

2001 9.146 (14,2 %) 2002 6.060.000

2002 9.210 (14,1 %) 2003 6.332.000

2003 762013&11 ((1 81 ,1958;/3) 2004 6.978.000

2004 . 15 %

2005 6.999 (8,85 %) 2005 ;gggggg

2006 6.502 (8,00 %) 2006 .850.

2007 5.386 ( 6,00%) 2007 8.400.000

j7 j
CLUSTER MERCHANT

~—

FISHERMAN SERVICE AND

OTHERS




I
NUMBER OF POPULATION |, L NUMBER OFWORKFORCEﬁ

132000 | | 2000
1 seo0] m
130000 I I I

1600

II 1400
128000

I

126000 Omale ” 10001 i
 female ” 8 female

800

124000 I I

600

400+
122000 | |

200+

120000 0

2002 2003 2004 2005 2006 Il 2004 2005 2008
NUM. OF MALE FEMALE ” NUM. OF MALE FEMALE
POPULATION Il | POPULATION
2003 124.117 | 129.286 Il 2005 1910 | 1546
2004 127.882 129.692 | |
2006 1036 564
2005 128.249 131.252 ”
2006 129.883 130.908 ” 2007 1200 700
2007 130.729 131.200 back
GENERAL POLICY _..w
Decision of Regent Jembrana no. 1278/HOT/2006
DOA
Management
The Improvement Vision of
of Quality of Life: Jembrana
Limited —{ BUDGET | - The Quallity of - Regency
Eg:ﬁ?;:a;:é Efficiency ) Eg\ljgf Sfolljlealth The Realization
Human - Spending Power of ngbrana
Resources Society Who
People Ly Are:
(Limited Efficiency prosperous,
Regional equitable,
Income Public Service: faithful and
Expense) - Infrastructure civilized
- Administration and
L A_\S_ET —» = Communication -
Efficiency -Social, Economy
E-GOV Culture
Officient
Transparant

Accountable




THE IMPROVEMENT OF SPENDING POWER

1. Income Per Capita

2. Poverty Number.

1. Increasing Income.

2. Broadening Working Opportunity.

3. Decreasing Family Borden.

PROGRAMS
The Improvement Of Income

1. The Enpowerment of Community
Group.

Technical Aid :
-Production.
-Marketing.

2. The Enpowerment of Cooperative. -Capital.

. -Management
3. The Enpowerment of Family Member.

I ) :

. e o) | s Financial Capital Assistance:
R 4 ’ o : B “Loan is Given with fund

Y &g moving form and line of

monitoring”.




WORKING OPPORTUNITY PROGRAME FOR THE SOCIETY

Create and Open Working Opportunity

a. Domestic

To Enpowerment The Community Group,
To Establish PROFFESIONAL COOVERATIF

b. Overseas

To Facilitate to Work For Cruises
and Apprentice to Japan

ILLUSTRATION OF PUBLIC SERVICE AT JEMBRANA

Infrastructure
-Roads
-Waters T
-Electricity
-Public Facilities

Goals

. Administration and .
Public Communication Good Quality

i Service and Even
Service - Population Identity and

Permission Distribution tc_)
- Information Access The Community

Social Economy and
Culture

-Sociall

-Economy

-Culture




Infrastructure
Service

o
553
o
=

Construction and Maintanance Of Public Roads
-Project Aid for Regent Roads

-Aid for Village Roads

-Aid for Remote Area Roads

Dringking Water Supply for The Community
-Aid of Pump and Clear Watertunel for The Community
-Aid of Irrigation

Electricity Supply
-Aid of Lights at Village Public Roads
-Aid of Electricity for House

Public Facilities Supply
-Construction of General Market
-Construction of Bus Terminal
-Construction of City Park

The Shape of
Administration and
Communication
Service

back

ADMINISTRATION

- Population Identity

(Birth Certificate, Identity Card,Family
Card and Marriage)

- One Stop Permission

-SMS Centre dan Call Centre
(08123870870)

-Ananta Praja Radio

-Ge-M Tabloid

-Independen News
-Independen Magazine
-Website www.jembrana.go.id

COMMUNICATION INFORMATION




Death Inssurance

Health Inssurance

Health Inssurance for Poor Family

Aid for Veteran and Old Age

Emergency Aid

Aid for Free of Charge for Elementary to High School
Scholarship for Private School

Scholarship for Further Studies (S1 and S2)

SOCIAL
ECONOMY
CULTURE

Fund Moving Aid

Aid for Subsidy Rice Fields Tax
Advance Aid of Clove and Rice
Stock Axchange Of Labour Force.

Aid for House of Worship

Aid for Art Group

Incentive Aid for Religion and Culture figure
Assistance for Sport Facilities

Dispatch of Art Mission to outer Region and Overseas
Periodical of Free Folk Entertainment, once a Mounth

o
553
o
=

THE USAGE OF E-GOV IN JEMBRANA

)

ﬂVEB SITE WWW.jembrana.go.id\

KANTAYA
HANDKEY

E-Gov

h ccTV

. |j> SIAK
Implementatlon/ FOOT PRINT CERTIFICATE

JAMSOSDA ONLINE
SIMAKDA
SIMPEGDA

SIM RS

\\ TOUCH-SCREEN

SMS CENTER 08123870870

/

[

[ PUBLIC ACCOUNTABILITY

Back




PROSPEROUS

gl

=
SPENDING POWER
LEGAL MEANS OF OBTAIN THE INCOME

LIVELIHOOD ﬁ BY LAW MEANS
=

PROFESIONAL

Working for Others with Own Skills
ENTREPRENEUR

THE ENPOWERMENT OF “SMES” IN JEMBRANA

REGENCY
GOVERNMENT DUTY SPENDING POWER
1. To Prosper
ECONOMY

2. To Attempt

ENPOWERMENT

EDUCATION STRATEGY
Workshop For Society Skills

TRADE STRATEGY
Capital, Management Market

and Service

FAMILY STRATEGY
Integrated Post




PATTERNS WHICH ARE DEVELOPED TO GROW “SME” IS BY
DEVELOPING TRADE WEBS IN CLUSTERING SISTEM

Geographic edequacy, commodity movement and sectoral
movement

Local movement industrial sector unit and commodity
movement

Similarity commodity covers the activity of regional movement

Market Enlargement
Capital Improvement
The Increasing of Community Investment

The Improvement of Working Opportunity

o > W N oRE

The Improvement of People Income Even Distribution

TRADE DEVELOPMENT

Pengambengan Industrial Region
Western Part of Bali Rapid Growth Region
Agrotechnopark (Melaya)

Handicraft Centre spread at five sub
district

Home Industry




OPPORTUNITIES FOR EMPLOYMENT
PROGRAME FOR THE SOCIETY

Create and open opportunities for employment
a. Domestic

To enforcement the community groups,
To setup professional cooperative

b. Overseas
To facilitate to work for cruises and

apprentice in Japan
(Decision Of Regent No. 770/DTKCK/2005)

J-Net Usage in Access Trade

To connect to the whole villages sub districts, regency and other regions

to access the market

&\ : - = Community

%% S e e Access Point :

) : :% 1 - Pengambengan
Tl N - Banyubiru

=

Market Access Village Office Sub District Office




‘EmMBRANS

THANK YOU

The Government of Jembrana Regency
Jalan. Surapati No.1, Negara, Bali
Tel. 0365-41210 Fax. 0365-41010
http://www.jembrana.go.id

BIODATA

Name : Drs. | Gusti Putu Sudhiarsa,MM
Place and Date of Birth : Pergung, 11 February 1955

Education :

. Elementary School, Tegalcangkring, Jembrana (1967)

. Yunior High School, Penyaringan, Jembrana (1970).

. Senior High School, Negara, Jembrana (1973).

. Three Year Undergraduate Programme Degree in Social and Politic
Faculty, Marhaen University, Denpasar ( 1982 )

. Bachelor Degree in Social and Politic Faculty, Marhaen University,
Denpasar (1984).

6. Postgraduate-work Degree in Management Program , Udayana

University, Denpasar (2005).

A OWNPRP
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Employment :

=

~N o g

. Start to be Propince Bali Employement ( 1982 )
2. Social Politik Supervisor Propince Bali ( 1984 )

3.

4. Supervisor at Education culture and religion sector Province

Development Supervisor Province Bali(1987)

Bali (1992)

. Subdistrict Head at South Denpasar Municipality (1994)
. Village Government Supervisor, Denpasar ( 1999 )
. The Chief of Regional Development Planning Board at

Jembrana Regency ( 2000 — 2003 )

. The Chief of Information and Communication Official at

Jembrana Regency ( 2003 -2006 )

. The Chief of Local Supervisor Board at Jembrana Regency (

2006 — up to now)

Spouse :
| Gusti Ayu Anom Aryani,SH, MM

Email: ngurah_sudhi@yahoo.com Children :

| Gusti Ayu Kristya Dewi Rusmianti
| Gusti Ngurah Khrisna Artha Sadewa




Better Local Governance for SME Growth:

Strategic Planning, Local Economic Development,
and the Role of Local Government

Gerrit J. McGowan - Senior Associate
EcoPlan International, Inc.
Vancouver, British Columbia, Canada
APEC High Level Meeting on

Driving SME’s Growth to Promote
Local Development

March 31 — April 1, 2008

&
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Who We Are

EcoPlan International (EPI) is a multidisciplinary firm of
planners, economists and decision analysts with global
experience in:

O Strategic planning and decision support
O Local economic development

0 SME development and feasibility

o Community and regional planning

O Resource & environmental planning

O Tourism and ecotourism.

Our innovative approach incorporates structured decision-
making, participatory planning, facilitation and negotiation,
and has been successfully applied in over 150 communities
across the globe.

@) &




Award-Winning Approach to LED

o Promoting Local Economic
Devel Opment th roug h Promoting Local Economic
Strategic Planning: A Resource

Guide / SRS

Development through

o Partnership between UN-Habitat W

and EcoPlan
o 2007 Canadian Institute of
Planners Award for Innovation in
Economic Development

Ve
ep. .

Strategic Planning for LED

Local economic development
(LED) is a participatory process
in which local people from all
sectors (public, private, civil
society) work together to
stimulate local commercial
activity, resulting in a resilient
and sustainable economy. It is a
way to help create decent jobs
and improve the quality of life
for everyone, including the poor
and marginalized.

o,
=
s
&=
e
=
o
=
=
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Strategic Planning for LED

“If you don’t know where you’re going,
any road will take there”

Ve
ep. .

A Brief History of LED

O Local economic development is not new

o What is new?

» Intentional, holistic, local economic
activities that are bottom-up and based on
local values

= Participatory and people-driven/centred

m Capacity building of local officials and staff
— not expert driven

-
epl.. .




A Brief History of LED

o Traditionally, economic development is

top-down and driven by national policy
= Local economies dependant on state controlled
companies

= In western democracies, largely dependant on
direction from higher level governments

= Government driven; involving few actors
= Early strategies limited to:
Promotion
Infrastructure development
Attraction of outside investment
Retention of existing businesses

Ve
ep.__.

A Brief History of LED

o In Western democracies in the 1960’s and 70’s:
= Capital becoming highly mobile

Many local economies in decline

Many communities left out of national strategies

Still government initiated, few actors

Evolving (from infrastructure, promotion, investment) to

more local strategies (business retention, local business

support services, training)

Still government initiated, few actors

m Growing activist movements with Community Economic

Development and environmentalism

-
epl...




Brief History of LED

o Global Trends 1980’s to 90’s:

= Cold war ending + Free markets growing =

Economic +Social + Environmental =

Sustainable Development + Institutional Capacity =

Decentralization + Globalization + Poverty reduction =

Recognition Today =

(World Bank; ILO; UN-HABITAT all have recent LED programs)

Ve
ep. .

Concept of Good Governance

o Governance is not government.

o Governance recognizes power both inside and outside the
formal authority and institutions of government.

o Governance is the ability to coordinate and promote
policies, projects and programs that credibly represent a
broad range of interests (e.g. government, private sector,
civil society).

Governance includes the institutional capacity in
management and administration, and the role of politics in
development

(e) epi__.




Issues of Governance

o Public involvement

o Institutional development

o Transparency of decision-making procedures
o Interest representation

o Conflict resolution

o Limits of authority

O Leadership accountability

' epi_

Roles of Local Government in LED

o A democratically elected local government is accountable to its
citizens and can therefore add legitimacy to the LED process

o Local government is involved in developing complementary and
competing plans for local development, and is well-positioned to
integrate these plans, including social and environmental
objectives.

o Local government is already deeply involved in local business
activity as suppliers of infrastructure, tax collectors, and
regulators of land, buildings, and activities. With an increasing
move toward decentralization and the devolution of service
delivery to local authorities, the roles and responsibilities of local
governments continue to increase.

(e) epi__.




Local Development and Decentralization

o Today it is widely recognized that supporting local
economic development must accompany the process of
decentralization to strengthen local democracy.

o Examples:

= Philippines: Local Government Code

= Indonesia: Law 22/1999
Paraguay: Law of Departmental Decentralization
Bosnia: The Dayton Accord
Uganda: Decentralization Policy of 1993
Zambia: Decentralization Implementation Plan of 2005
Canada: Alberta Metis Settlements Accord Legislation

Ve
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Local Government and SME Support

o Local governments should plan for creating linkages and
networks among the local agencies concerned with
different components of small and medium enterprise.

o Local governments role in SME development planning
should strive to build sustainable partnerships among
stakeholders to ensure continuing support for enterprises
to grow, sustain and expand their businesses.

Local Governments should strive to create an enabling
business environment for SME growth and development.

-
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Creating an Enabling Business
Environment

Combine Governance with Culture
Clear Decision Rules and Procedures
Safe Political Environment

Ease of Business Entry and Efficient Regulation
Enforcement

Ve
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Creating an Enabling Business
Environment

Combine Governance with Culture

Having cultural foundations for institutions means that the
local government is less likely to be a source of conflict and a
vehicle for personal gain. In addition, local government is
more likely to gain respect, legitimacy, and acceptance from
local citizens.

-
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Creating an Enabling Business
Environment

Clear Decision Rules and Procedures

Includes effective business codes and land-use zones that
promote long-term plans rather than politically expedient,
short-term decisions

Should be pro-market, not pro-business or favoring a
particular firm

' epi_

Creating an Enabling Business
Environment

Safe Political Environment

Local government should establish a political environment in
which investors and businesses feel secure
Consistency, predictability, and clarity of government policies
and regulations are critical
Risks and production costs are affected when:
Investment opportunities and key government posts are given
to unqualified friends and relatives of the political party in
power
Bribes are extorted from businesses and entrepreneurs,
holding them hostage to politicians
Tax rates or regulations are uncertain and change with each
new administration

-
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Creating an Enabling Business
Environment

Ease of Entry/Efficient Regulation
Enforcement
= Heavy regulation and weak enforcement =
o higher rates of corruption
o larger informal economy
o more likely to be poor

&
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Creating an Enabling Business
Environment

o Local Governments need to:
= Simplify Bureaucratic procedures
= Create regulatory certainty (including property rights)
= Encourage local business networks
= Support training to meet market demands
= Support linkages with the informal economy
m Pursue broadly supported actions
= Take a value-focused, context specific approach

Local governments should focus the use of public resources
& interventions (e.g. public spending, regulation, access to
services) on improving the business environment in a way
that reaches all levels of society rather than supporting
individual companies.

-
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Approaches for Supporting SME Growth

o Common Approaches

Policy and Regulation

Marketing and Promotion

Incubators

Skills Training Centres

Small Business Development Centres
Physical Infrastructure Investment
Business Area Upgrading

Local Procurement

Ve
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Approaches for Supporting SME Growth

Policy and Regulation

o Land and Property
= Land Title; Property rights enforcement; Property registration;
zoning; expropriation
o Planning and Development Control / Permitting

= Real estate development permits; Building plans (new and
improvements)

o Taxes, User Fees, and Collection
= Property taxes; Infrastructure
o Infrastructure Provision and Maintenance

= Transportation (roads, rail, ports); Electricity; Water and sewer;
Garbage collection

o Regulations and licensing

= Business; Health and safety (environmental standards, occupational
health)

o Services
= Policing; Fire and emergency

-
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Approaches for Supporting SME Growth

Marketing and Promotion

o Possible Marketing Actions:

Developing an inventory of land and buildings available for expansion
“Buy local” campaigns

Producing packages and publications sent to potential investors
Internet marketing

Community branding

Market linking

o Possible Promotion Actions:
Radio and television advertising

Signs, posters, and banners

Festivals and community events

Exhibits at regional fairs and conferences
Logos and slogans

Ve
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Approaches for Supporting SME Growth

Incubators

o Making incubators work:

Ensure qualified managerial support

Provide access to financing and seed capital

Accept only firms with good business plans

Draw upon graduated businesses’ knowledge to assist new businesses
Monitor the incubator

-
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Approaches for Supporting SME Growth

Skills Training Centres

o Making Skills Training Centres Work:
= Identify training needs and develop an appropriate plan
= Ildentify partners and take community context into account
= Monitor and evaluate the Centre’s success
= Link skills training to job placement

3 3 \‘1 -
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Approaches for Supporting SME Growth

Small Business Development Centres

o Making Small Business Development Centres work:
= Develop equitable service fees
= Ensure accessibility
= Match programs with local business needs

1 . \= 4
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Approaches for Supporting SME Growth

Physical Infrastructure Investment

o Typical projects and programs include:
Building or improving key access roads

Improving or expanding telecommunications systems
Improving railway for passenger and goods services
Developing, improving, expanding the local airport
Developing, improving, expanding the local sea port
Developing, improving, expanding industrial and commercial sites and
buildings

Increasing the availability of industrial and potable water
Improving and/or expanding the sewage disposal system
Improving and/or expanding energy systems
Environmental enhancements

Ve
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Approaches for Supporting SME Growth

Business Area Upgrading

o Making Business Area Upgrading work:
Understand triggering events

Identify all stakeholders

Incremental enhancement

Create local employment

-
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Approaches for Supporting SME Growth

Local Procurement

o Making Local Procurement work:
Develop a transparent tendering process
Maintain expectations

Upgrade skills

Promote local products

- 2 . \l ~
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What is it all about?

Making Smart Choices

“When you come to a fork in the road, take it.”
Yogi Berra

1 . \l 4
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Thank You

Gerrit J. McGowan
Senior Associate

EcoPlan International, Inc.
Vancouver, BC, Canada
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“SMEs and Local Development
in Chile”

Background Chile

3 Economical Context
Social Context

GOBIERNO DE CHILE Situation of the SMEs
SERCOTEC Chile Emprende

Background Chile

# Chile is located in the margin of southwest of South
America

¢ lts surface is over 2 millions km2. Its has territories in the
American, Oceanic and the Antarctic continents. Its coast
is over 8.000 km long

4 16,5 millions inhabitant

¢ It has a remarkable landscape: from the driest desert in
the North to the rainy thick vegetation in the cold South.
The central zone has a Mediterranean climate

¢ ltis a unitary State, divided into 15 regions — two of them
recently created- and 345 communes (municipalities)




An open economy

#Chile GDP (2006) 146 billons of US $

#Chile is a small economy that agreed to be opened to the world.
The restoration of the democracy boosted this measures

¢Nowadays, Chile has Free Tra de Agre ement (FTA) with 60
countries, some of them with the largest economies of the world. It
represents a potential universe of 3 thousand millions consumers,
nearly half of the world population

¢In the year 2006, the exports represent 44.4% of the GDP. The
copper represents 56.6% of the total exported value

#Three quarters of the Chilean foreign trade is under FTA

¢ After three years of the agreements, the exports with USA raised
42.2%, and after four years, the exports with Europe raised 65.7%

Free Trade Agreement Map




Balance of trade evolution
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Social Context (Poverty)

# Poverty reduction: from 38,6 to 13,7 % between 1990 and
2006

# In the same period of time, the extreme poverty or indigence,
was reduced from 12,9 t0 3,2 %

¢ Improvement in the infrastructure coverage
¢ Improvement in the educational sco pe, altho ugh still lack

information and communications te chnology covera ge. An
improvement in educational quality is needed.




Enterprise Distribution by Size
(by Net Sales inUS $)

MICRO From 1 to 110.000

SMALL From 110.001 to 1.160.000

MEDIUM | From 1.161.000 to 4.600.000

BIG Over 4.601.000

Enterprise Distribution
by size, number, sales and employment (In %)

100 ==

O MICRO AND SMALL
FORMAL ENTERPRISES

® MEDIUM AND BIG
ENTERPRISES

104 1,5

NUMBER EMPLOYMENT SALES




Advance to equity

¢ Policies to re move inequ ality, sustaining high g rowth rates and
decreasing poverty.

¢ Change in the p ublics p olicies a nd programs support of small
enterprises and their territorial environment: de sign, gove rnance
and management.

¢ In this context emerge “Chile Emprende”

What is Chile Emprende?

¢ Chile Emprende is a gove rnmental initiative to boost business
opportunities development for Micro and Small ente rprises
within a well defined territories.

# The program consider as territories:

+ Council grou ps (municipalities) with ba sic eleme nts for a
common identity,

+ They should have a relative geographic, social, cultural and
a productive coherence th at let them have a co mmon and
complementary set of opportunities.

+They have a critical ma ss of private & publics actors and
municipalities, willing to work and invest to capture and take
advantage of development opportunities.




Participants

4 National
Solidarity and Social Investment Fund(FOSIS)
Agricultural Development Institute (INDAP)
Training and Employment National Service(SENCE)
Technical Corporation Service (SERCOTEC)
Chilean Development Agency (CORFO)
Under Secretary for Regional and Administrative Development

¢ Regional
Regional Governments, Public Services Regional Directions

¢ Territories
Municipalities, Entrepreneurs

The Program’s Actions

¢ Promote coope rationamon gent repreneurs and thei r
relationships with ma rkets,ba sed on a public-private
management.

¢ This management is expressed through territorial working groups
denominated Consejo Publico Privado (Public-Private Council) in
which ent repreneurs, municipal deleg ates, a nd m anagers of
regional promotion p roductive se rvices make decisions on
priorities, projects and budgets.

¢ Through th ese cou ncils, a shared development pro ject is built
and conducted: The Territorial Plan.

¢ The Plan works around development opportunities in which small
enterprises can be inserted, based on the territory’s potentialities
and its entrepreneurial base.

¢ The Government suppo rts th e d evelopment of instruments to
help enterprises to achieve the required standards to compete in
the global markets.




Some results

o Presently, 39 territories p articipate in Chile Empre nde, which gather
176 municipalities or councils, where live a third part oft he Chilean
population, nearly 6 millions people.

# In some territories where the program is operated, there have been
some advances:

¢ Overcoming the poverty conditions of some hundreds of families,
and increase de sales and the incomes of the Micro and Small
entrepreneurs.

#Productive and commercial links between SMEs and bigger
enterprises and integration of SME entrepreneurs in chains for
exports.

#Creation and development of new tourist destinies and new
innovative products to reach highly competitive markets,

#Creation of favourable new environment for the development of
entrepreneurs .

Evolution of the Program

¢ It started as a experim ental experien ce in 2001, b oosted by
four services - INDAP, FOSIS, SENCE y SERCOTEC-, whic h
were looking for the development of public policy options to go
forward equity.

¢ It institutionalizes at the e nd of 2004 . Consid ering the initial
results and the evaluations, the Government decided to change
the experimental initiative to an ample public policy.

¢ In 2005 it expands from 10 to 24 territories.

¢ In 2006 operate in 27 territories and it has its own itemin the
national budget law.

¢ In 2007, Pre sident Bache let de cided to exte nditt o 15 new
territories.

¢ In 2008 operate in 39 territories.




Debate and proposal

¢ To a successful insertion to the global market , the smaller
enterprises have to increase their competitiveness and to introduce
Innovation in products and process.

¢ To make this possible, it is needed cooperative relationships among
the small enterprises, public institutions and academic centres of
research and training

# In this framework, to establish a territorial institutionality, which boost
these relationships to use well their specifics potentials in a productive
local structure, is fundamental.

# Itis not enough to have just groups of sectorial enterprises. It is
necessary provide the territory with an environment which facilitate
the innovation, opening the access to the knowledge, the technology
and the continuing learning process, as well as to the market and the
financing system.

& Therefore, it is necessary to integrate the elements of local identity as
well as the cultural, social and political- institutional aspects.

Dialogue about opportunities

¢ In each territory where Chile Empre nde operates, what guide the
relationship among participant actors and therefore their agreement
and duties, are th e development op portunities of the Micro and
Small enterprises.

¢ In this relation with the markets, it has become aware of the
requirements that enterprises have to achieve to reach de quality
standards and difference needed to a successful commercial
insertion.

¢ The path to overcome the difference is the working plan of
entrepreneurs, councils and sectorial, regional and national publics
services. In this context a public - private cooperation is necessary.




Effects of the territorial agreement

¢ Decentralization and transparency in the allotment of publics
resources.

¢ The direct participants assume the follow up of the
agreements.

¢ Shared responsibility: The enterprises are co responsible with
the public sector in being careful to perform the agreement
achieved.

#The public technocracy is lossing the monopoly of the
decision about what is good and not good to the local
enterprises .

Chile Emprende Method s work
Systemic Approach

Coordination among different size of enterprises; \
within the public Institutions; and among publics and
private entities.
A network approach

Definition of shared objectives :
considering private interest, identify
common ground opportunities.

Building a common space, to
facilitate a “face to face” dialogue

The territory as a resource A development project
' Creating institutional conditions for the public and
private agreements and the management

\ “from the bottom up”

The territorial institutionality




Key Points

Inclusion, innovation y competitiveness

#Change of mentality
¢ Look for opportunities vs. rutine experiences
¢Achieve agreements by consensus vs. outside decisions

¢ Territory as center of innovation and devel opment vs. sectors
approach

#Convoke all theinvolv e actors: publ ic, private  and local
representatives

#Associate private interest with common good
#Incorporate technology and capture new investments
¢Human resources development at territorial level

¢ldentify and promote be st practices on SMEs and local
development

Santiago City

Thanks for
your attention

GOBIERNO DE CHILE
SERCOTEC
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Economic Cooperation

APEC High Level Meeting on
Driving SMEs’ Growth to Promote Local Development

Chinese Taipei, 31 March — 1 April 2008

Session 3
Promoting Local Innovation

and Entrepreneurship



Speech of Mr. Sergio Arzeni, Director of the OECD Centre for Entrepreneurship, SMEs and Local
Development (CFE) for the APEC High-Level Meeting on
“Driving SMEs’” Growth to Promote Local Development”
(Chinese Taipei, 30-31 March 2008)

Promoting Local Innovation and Entrepreneurship
Background Considerations

Until few decades ago, most speakers would have probably dealt with the two concepts of innovation
and entrepreneurship in a distinct way. Still today “innovation” is often associated in the collective
imagination with the result of genius or inspiration, the exceptional outcome of talented work that can
hardly be replicated. Entrepreneurship, on the other hand, is frequently seen as mere business
formation, whereas it clearly goes beyond the mere metric of the start-up rate and has a strong link
with innovation. Management theorist Peter Drucker was the first to highlight this nexus in his
seminal work “Innovation and Entrepreneurship” (1985)" where he asserted that “innovation is the
specific tool of entrepreneurs, the means by which they exploit change as an opportunity for a
different business or a different service”.

Innovation and entrepreneurship are therefore closely linked. But why is it important to promote them
at the local level? Would not it be enough to design national comprehensive strategies for innovation
and entrepreneurship? The answer is probably no.

One of the biggest paradoxes of globalisation is that national and international competitiveness rest
more than ever before on local factors that cannot be matched by distant rivals. In the early 1990s
Michael Porter brought out how the main competitors in any industry would always come from a
restricted number of countries. This led him to talk of the “competitive advantage of nations” and of
four key elements affecting the ability of nations to compete in a specific industry at the global level:
factor conditions; demand conditions; related and supporting industries; firm strategy, structure, and
rivalry.

But if we delve a bit further, we soon realise that national industry competitiveness is often built upon
geographically limited agglomerations. Italy’s strong reputation for fashion leather products (e.g.
shoes, bags, etc.) hinges on an industry that is strongly concentrated in the region of Tuscany.
Similarly, in the high-tech sector of biotechnology the United Sates and the United Kingdom take the
lion’s share with research and production being concentrated around few locations hosting world-
renowned research universities (i.e. San Francisco’s Stanford, Boston’s MIT and Cambridge
University).

These agglomerations have come to be known as clusters and epitomise today the importance of
entrepreneurship and innovation at the local level because of the contribution they give to business
productivity and innovation. Both are strengthened in clusters by a host of factors: better access to
skilled workers and competitive suppliers; access to specialised information; linkages and
complementarities between industries located at different stages of the production chain; eased access
to credit and, especially important for knowledge-intensive industries, equity finance; access to public
goods supplied as a result of the large demand originated by the cluster (e.g. vocational programmes,
specific infrastructure, etc.); etc.

For similar reasons, clusters foster entrepreneurship and business formation more in general. First of
all, there is an imitation and motivation factor. People, especially skilled workers with some
experience, feel motivated to imitate successful previous colleagues or employers and start up a new
business. Secondly, this chance is strengthened by the fact that clusters develop around several
industries, which increase the chance to find an untapped market niche or one where the likelihood of

1 p. Drucker, 1985, Innovation and Entrepreneurship: Practice and Principles, Heinemann: London.



success is reckoned higher than elsewhere. Thirdly, the presence of many enterprises in the same or
related industries provides a good benchmark and makes it easier to assess business performance.
Fourthly, information asymmetries and other transaction costs are lowered by geographical closeness
and repeated interactions, which generate trust and social capital that are widely deemed crucial to the
success of a cluster.

Promoting innovation and entrepreneurship at the local level cannot therefore overlook the concept of
cluster and the presence, if any, of local clusters. In practice, this means recognising what local
industries have the strongest potential to compete nationally and globally and set policies that
encourage innovation in these as well as other industries.

To this end, public investment in R&D is as important as private R&D. There is little scope for public
R&D if local enterprises are not ready to receive and absorb the produced knowledge by integrating it
with their own research efforts. This implies that where the local innovation base is low, small
businesses may need to “learn to innovate”, which means being introduced to the benefits of
innovation for business productivity. Where, on the other hand, local university research is mainly
oriented towards basic research, pre-competitive research paving the way to research
commercialisation may be in need of policy support. By this twofold approach, policymakers are
headed to setting the conditions for the emergence of both a demand and supply of R&D.

The following two graphs give first the overall R&D intensity in OECD countries and some other
important non-Member economies and then, in light of the importance of complementarity between
publicly and privately funded R&D, the corresponding distribution at the country level.

R&D Intensity: Gross Domestic Expenditure on R&D as a %0 of GDP, 2005 (Source: OECD)
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R&D Expenditureby source of finandng asa % of the national total, 2005 (Source: OECD)
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University-industry linkages are also of primary importance. It is now recognised that innovation
systems transcend the concept of R&D and innovation is also well stimulated through constant
interactions and networking between firms, universities and research laboratories in which non-R&D-
intensive SMEs can also participate. In particular, there is very often a need to increase the
interactions between the agents within the local innovation system and make these interactions
accessible to SMEs. A concrete example of policy in this sense consists in encouraging the mobility
of researchers between research organisations and enterprises through, for instance, part-time
agreements, labour cost sharing, joint research projects, etc. Inter-firm linkages at a more general
level are also beneficial to innovation. Supplier recruitment by large companies usually results into
SME upgrading through exposure to training and more advanced technologies. But SMEs can also
upgrade by working together. For instance, consortia or other forms of networks can enable the access
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to complex costly technologies that individual small enterprises would not be able to afford on their
own.

The attraction of talented labour is proving as important as that of domestic and foreign investment
for local innovation and economic development. In the past, local development strategies overly
focused on the indiscriminate attraction of inward FDI have sometimes resulted into the emergence of
local “branch-factory” economies, i.e. economies where most FDI consisted of manufacturing plants
whereas knowledge-intensive activities (e.g. R&D, management, marketing, etc.) remained located
elsewhere. On the other hand, attracting highly qualified workers is key to strengthening the quality of
investment, be it foreign or domestic, and embedding it into the regional economic system through
processes of company spin-offs and local supplier recruitment.

In order to attract talents, a set of different conditions needs to be in place. The location needs to be
able to offer interesting career prospects and for this to be possible a dense network of high-profile
enterprises must be available. Salaries are clearly important, but so is a stimulating surrounding
professional environment. Increasingly, attracting talented labour goes beyond the labour market or
the workplace itself to embrace the entire new dimension of “territorial attractiveness’, which involves
working on a place that has more to offer than just good jobs (e.g. interesting cultural life, green areas
for sport and relax, social heterogeneousness, etc.).

The chart below gives a proxy of the contribution of foreign qualified workers to OECD economies.
As evident from the graph, talent attraction turns out particularly important for small economies that
are more likely to be faced with a shortage of skilled labour.

Fmployed professioanals and technician migrantshy conntry of residence as %o aof the total
eamployed professionnals and technicdiansin the country of residence, 200-2001
(Source: OECD)
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Business development services (BDS) continue to be important too. For instance, business incubators
have the potential to assist entrepreneurs with both start-up and business development, thereby
contributing to local entrepreneurship and innovation. As known, incubators seek to provide
workspace (often on preferential and flexible terms) for a specific industry or type of firm while
concentrating spatially the supply of utilities, services, facilities and equipment. The services provided
can include various forms of business planning and managerial advice, office facilities, finance and
accounting, legal services, etc. A variant of business incubators consists in technology incubators. The
latter may take a range of institutional forms, operating either as integrated or separated organisations
within science parks, universities and innovation centres. The types of service are very similar to
those of traditional incubators, but the technology-oriented variant more often provides technology-
oriented advice on legal issues such as intellectual property rights. The relevance of technology
incubators is demonstrated by the fact that one third of the US-based incubators belong to this specific
category.

Finally, finance can but play a prominent role. For entrepreneurship and innovation to thrive, not only
does credit need to be accessible, but equity finance is also preferably to be available. Business angel
networks and venture capital funds are crucial to feeding innovation and business development,
especially in knowledge-intensive sectors, as well as to fuelling high-growth firms (i.e. firms able to
maintain significant annual growth rates over an extended period of time)? which despite being a
limited share of the overall enterprise population contribute disproportionally to employment
creation.? Interestingly, these forms of equity finance have a strong local dimension because business
angels and venture capital funds value highly the possibility of monitoring closely the performance of
the invested business, giving advice when needed and following-up on such advices.

The graph below shows that Nordic countries (Denmark and Sweden), the United Kingdom, Korea
and the United States outperform the other OECD countries in terms of venture capital investment as
percentage of GDP. What the chart does not show, however, is that in 2005 the United States (with
39%) and the United Kingdom (with 11%) attracted half of all OECD venture capital and that high-
technology firms attracted 40% of the overall OECD venture capital investments.

VO investment asa %o of GDP, 2005 (Source: OECD)
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2 According to OECD, a firm is high-growth if, starting from a minimum base of 10 employees, it records an
annual growth (either turnover or employment) over 20% for at least three subsequent years.

¥ An OECD study on the topic (OECD, 2002, High-Growth SMEs and Employment, Paris) found that in
countries such as France, Italy, the Netherlands and Greece, between 50% and 60% of employment gains can be
associated with high-growth firms.
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To summarise, this section has given a sample of the possible policies to promote entrepreneurship
and innovation at the local level, together with some key relevant national statistics on the topic
showing which countries are doing better than others. However, more specific guidelines and
recommendations cannot exempt from a previous diagnostic of the strengths, weaknesses, challenges
and opportunities of a specific local innovation system. That is what the OECD Centre for
Entrepreneurship, SMEs and Local Development (CFE) seeks to do in the frame of the recently
launched OECD Innovation Strategy.

The OECD Innovation Strategy and the Contribution of CFE

Today innovation lies at the core of the OECD work. At the 2007 Ministerial Council Meeting,
OECD Member countries agreed that innovation is key to national competitiveness and productivity.
Consequently, Ministers mandated the OECD to identify, analyse and produce a set of effective
innovation policies. More specifically, Ministers call for facts and evidence to depict and compare
innovation performance, as well as for a better grasp of the complex interaction of the different policy
tools and their effectiveness. Far from having only a national or local dimension, innovation can help
tackle global challenges such as climate change, energy security and global health.

As part of the Heiligendamm Process, the OECD Innovation Strategy is also strongly open to
emerging economies such as those of APEC. The OECD recognises the relevance in the fields of
research, science and innovation of emerging economies and strongly welcomes international
collaborations with them on any innovation-related issues.

Based on these assumptions, the OECD Innovation Strategy was launched at the end of 2007 and aims
to provide:

e A cross disciplinary mutually reinforcing package of good policy practices, guidelines and
policy recommendations to boost innovation performance.

e A framework that could be used to monitor and review the innovation environment and the
performance of the innovation system.

e A way to enhance existing mechanisms and forums for international discussion and co-
operation, including strengthened dialogue, especially with emerging economies and other
important stakeholders.

o Analysis clarifying the links between the policy domains of a comprehensive strategy, such as
those between science, innovation and entrepreneurship.

o Steps towards the development of better metrics to identify, monitor and benchmark
innovation performance.

In practical terms, the Innovation Strategy aims to be a comprehensive exercise crosscutting the entire
Organisation in the same way as it did the mid-1990s OECD Jobs Strategy and which, in a similar
fashion, intends to cast light on the following three crucial elements:

i.  New facts and evidence depicting and comparing innovation performance in OECD countries,
based on statistical, empirical and thematic analysis.

ii.  Explanations for the differences in performance across OECD countries, pointing to the main
policy considerations for enhanced innovation performance.

iii. A comprehensive policy strategy to strengthen innovation, involving good policy practices,
guidelines and generally applicable policy recommendations to boost innovation
performance.



Given the close relationship between innovation and entrepreneurship, the CFE Directorate
contributes to the OECD Innovation Strategy in three different ways: a) analysis of high-growth
SMEs; b) local innovation system and entrepreneurship reviews; c) social innovation and social
entrepreneurship.

Analysis of high-growth SMEs

Data on high-growth enterprise are still scarce. An OECD pilot project on entrepreneurship indicators
estimates that the percentage of high-growth firms out of the overall business population is normally
no more than 5% at the national level. The table below summarises this information for a small
number of countries being examined in the context of this project.

Percentage of high- grrowth finmns out of the total (Somrce: OECD Pilot Project)

il

Finland Denmark Italy Sweden Latvia Canada United Spain
States

The Working Party on SMEs (WPSME) as an integral part of the CFE directorate is carrying out a
series of studies on high-growth SMEs. In particular, the WPSME project aims to investigate: a) the
role of innovation and intellectual assets as drivers of SME growth; b) the financing of innovative and
fast-growing SMEs.

The first phase of this project was executed in the second half of 2007 and mainly consisted of a
literature review on the topic of high-growth SMEs and innovation. Among the main findings, this
study highlighted that fast business growth is often the result of the exploitation of a novel technology
or market opportunity which had not been detected before. Moreover, if we make the distinction
between novel (i.e. new to the industry) and incremental (i.e. new to the firm) innovation, the former
has a special positive correlation with employment growth whereas the impact of the latter is more
muted with regard to both employment and sales growth.*

Among the factors that most affect the relationship between innovation and high growth are business
practices and knowledge acquisition. An OECD study singled out five aspects which impact the most
on the ability of SMEs to become high-growth: innovation; market and technology links; organisation
and managerial structure; teamwork; and networking.” One of the main findings of this study was that
few high-growth SMEs have formal R&D departments but they rather rely on networks with other
(larger) enterprises and public institutions in order to innovate. Indirectly, therefore, the study stressed
the importance of knowledge spillovers for innovation in SMEs, which is confirmed by the academic
literature on clusters and business linkages.® The study also found that in high-growth SMEs the main
driver of innovation is customer satisfaction and product quality, rather than cost reduction. At the

* Freel M. and P. Robson, 2004, “Small Firm Innovation, Growth and Performance”, International Small
Business Journal, 22(6), pp. 561-575.

¥ OECD (2002), High-growth SMEs and employment, OECD: Paris.

® See, for instance: Giuliani E., 2005, “Cluster Absorptive Capacity: Why Do Some Clusters Forge Ahead and
Others Lag Behind,” European Urban and Regional Studies, 12(3), 269-288.
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internal management level, teamwork and marked delegation of tasks are the norm in fast-growing
businesses, as is a dense network of external relationships with customers, suppliers, distributors and
public institutions. This confirms the importance for an enterprise to be embedded in a thriving
business environment like, for instance, that of a cluster in order to innovate.

The second phase of the WPSME project will run over the first half of 2008 and involve the
preparation of a series of thematic country studies in five high-growth SME-related areas: innovation,
business practices, networking, intellectual assets, and financing. The findings of the country studies
will feed into a comparative cross-country analysis.

Local Innovation System and Entrepreneurship Reviews

The CFE Local Economic and Employment Development (LEED) Programme is launching a series of
peer reviews in regions that are interested in a “check-up” of the local innovation and
entrepreneurship system together with an overview of international policies and tools that are proving
efficient elsewhere and could therefore provide inspiration for local policies aimed at
entrepreneurship and innovation.

Each review gives an assessment of current policies, recommendations for their future development
and international learning models that help illustrate how other places have addressed similar
challenges and put similar recommendations into practice. There aims to be a strong focus on
achieving regional policy coherence through the development of an effective innovation and
entrepreneurship strategy and effective policy delivery framework that bring together all the key local
stakeholders.

Special attention in these reviews is devoted to the thematic areas of: a) human capital (skills training,
vocational education, attraction of talented labour, labour market functioning); b) enterprise (new
start-ups, SMEs, high-growth SMEs, large enterprises, inward FDI); c) research organisations
(research funding, collaborations and commercialisation, technological and science parks, research
infrastructure); d) governance (policy design and delivery arrangements, strategy development and
evaluation, networks and partnerships, divisions of responsibilities).

The first of these reviews has recently been completed in the Spanish region of Cantabria and others
are being explored in various regions across the OECD. Some first general lessons can be inferred
from this original review. Regions such as Cantabria that are small and located in developed
economies need to raise significantly the share of GDP invested in R&D if they are to remain
competitive in a world where the relocation of low value-added activities becomes increasingly easier.
Far from concerning the only public sector, this effort must involve the private sector as well, with
business-driven R&D as important as public R&D. In addition to supporting R&D investment, it is
imperative that the connectivity among regional organisations be improved. The linkages between
industry and research are to be strengthened and regions, especially small ones, need to look beyond
their geographical boundaries to grow and compete at the international level. Public funding is more
efficient if targeted to research teams or potential centres of excellence that have the strongest
research commercialisation potential. Finally, innovation support is not synonymous with high-tech.
Any industry can be innovative and local innovation policies need to keep an all-inclusive approach in
which traditional manufacturing industries are also addressed, especially those where the region has a
proven track-record of good industrial performance. In the case of Cantabria, for example, this meant
the automotive sector.

Social innovation and social entrepreneurship

CFE is also planning to work on the new dimension of non-technological factors of innovation. In the
public sector governance innovation is seen as a way to increasing efficiency in the supply of public
services. Innovative services are often being designed and delivered in partnership with the non-profit



sector. Social enterprises, for instance, are producing new non-standardised welfare services aimed at
matching an increasingly diversified demand which the public sector finds it difficult to satisfy.

Conclusions

The Innovation Strategy plays a pivotal role in the work of the OECD today. As mentioned above, far
from involving only Member countries, the Innovation Strategy is much open to a dialogue with non-
Member emerging economies and other international organisations. Such a dialogue will provide a
forum for a positive exchange on topics critical for growth of successful knowledge economies and
the promotion of innovation-friendly business environment, also taking into account the needs of
SMEs.
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Miristry of Economy,
MET| Trade and Industry

-Win-Win business models by SMEs and
agriculture, forestry and fishery-

Yoshio Kishimoto
Director, Business Support Division
SME Agency, METI, JAPAN

31 March, 2008

History of Japan economy from 1980
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The development of self-reliant regional economies

’ Policy Speech by Prime Minister Shinzo Abe to the 166th Session of the Diet ‘
(2007)
|| Creating Attractive Regions : A nation will not be vitalized unless its regions are vitalized ||

“a program to promote SMEs’ utilization of regional resources”

Law on the Promotion of SME Business Operations
Based on Regional Industrial Resources

—

Policy Speech by Prime Minister Yasuo Fukuda to the 169th Session of the Diet J
2008 )
Vitalize the Agricultural Sector , Small and Medium Enterprises ,

so that Everyone can Feels the Benefits of Economic Growth

Measures to invigorate regional economies
by fostering collaboration among commerce, industry and agriculture

Draft law to promote business activities
through collaboration between SMEs and agriculture, forestry and fishery

The industrial constitution of Japan

industry-classified GDP

AgricultureForestry
and Fisheries Mini
The other ining
110% 01%  Manufacture GDP/
(machine ) GDP the nation
The ot her 91% (billion dollars) (dollars)
'”dgséyes Manufacture ASEAN 1.060 1.899
e the other ) Japan 4,340 34,021
12% China 2,668 2,034
Construction Korea 888 18,340
6.1% Hong Kong,
Service China 190 27,076
20.7% Wnolesalg and Chinese
Retail Taipei 365 16,008
131%
USA 13,202 44,155
REE’“ estate Finance and the gross of
USINESS Insurance
115% 6.7% the world 482,449 7,402




Trends in activity indices by industry
( Manufacturing industry and Construction industry )

Manufacturing industry (2002) Construction industry (2002)
Value-added percentage (%) Value-added percentage (%)

35 9.0
29 8.1
23 72
17 6.3
1" 5.4

] SMEs in Japanese economy

’ Definition of SMEs (Based on the Small and Medium-sized Enterprise Basic Act) J

Small and Medium Enterprises Of which Small
(meet one or more of the following conditions) |  Enterprises
Industry
Capital No. of regular employees No. of regular
employees
1.Manufacturing,Construction, .
Transport, Other Industries  |Up t0 1300 million  |Up to 300 Up to 20
(excluding 2-4)
2. Wholesale Up to \100 million Up to 100 Upto5
3. Services Up to \50 million Up to 100 Upto5
4. Retail Up to \50 million Up to 50 Upto5

Significance of SMEs in Japanese economy J

4.3 million enterprises (99.7% of all)
28 million employees (71% of all)
58 trillion yen added value (57% of all)
I ——
SMEs create new industries, generate employment,
and shoulder local economies and communities.




Variation between regions in economic recovery

Job Demand / Supply Rate

Local Economic Value Added
/ the number of residents (us $)

o 175% ol
0y
W 1 ': 0% 50 thousand
the employees of agriculture, A420% 40 thousand
forestry ,fishery ,mining and © 30 thousand
construction industry p 15% 0 %
/ those of all industry - 5%

“a program to promote SMEs’ utilization of regional resources”

|

’Slgnlflcance of utilization of regional resources |
o Utilization of regional specialties is important for building foundations for the self-reliant development

of regional economies.
Regional industrial resources,for example, agriculture,forestry and fishery products; industrial

o
products and production technologies and tourism resources are distinctive from industrial resources

of other region

Establishment of new polic }

METI established “a program to promote SMEs’ utilization of regional resources” in 2007
and extensively supports independent efforts by regional SMEs , a driving force of regional economies

@®Support for SMEs’ new products and service development and market cultivation outside region
®@Support for finding out new businesses utilizing regional industrial resources and
support for enhancing regional industrial resources

A goal of policy

This program will produce 1,000 project in five years




| Examples of utilization of regional resources

Developing new products
combing regional resources and needs of high-class market

rgesgoll?'%aels Needs New Products

Kumano city X
Hiroshima Pref. = Gl

Kamo city

X
I

Niigata Pref.

A

Flow of support on the Law on the Promotion of SME Business
Operations Based on Regional Industrial Resources

¥

Hands-on support ( closely advice by business operators )

X% 10 supporting secretariats throughout the country

|

Approval of
SMEs utilizing ) ihith . success
project projects prototype development \ |capital investment
Local Resources X 4 P ; of new
a new business by Business / market cultivation / production - sale .
under the Law e businesses
Support Division

? / N\

Prefectural governments identifies bsidi takbreak low-interest
Regional Industrial Resources subsidies ax breaks loans
( Basic Plans under the Law )

Authorization
by the central government




Main support of a program to promote SMEs’ utilization of regional resources

{ Subsidy )

osubsidies for prototype development and market cultivation

oexhibitions and the store for the test marketing of specific products

 Financing )

olow-interest loans from government-affiliated financial institutions
ospecial exceptions under the Small Business Credit Insurance Law

{ Tax

ocapital investment-related tax break55y3tem Y

{R&D )

oRegional Industrial Resources Utilization R&D Program through regional industry-
government-academia collaboration

{The Regional SME Support Fund Program)

The Organization for Small and Medium Enterprises and Regional Innovation,Japan (SMRJ)

supports a new business “seeds” and “sprouts” by joining the efforts of prefectural

governments and local financial institutions and by capitalizing on local knowledge and ideas.
"

Examples of approaved project

47 prefectural governments identified 10059 regional resources MET!I Approved of 309 projects
( @ 3.010 @ 2,293 @ 4.7 (® 119 @ 166 ® 24
3% 6 @apriculture,forestry and fishery products , @industrial products and production technologies®tourism resources
Fukumitsuya  ( Kanazawa, | shikawa)\ Teramin Kanko (Kamishihorocho, Hokkaido)\
Organic Cosmetics made from rices Eco Tourism free from hay fever
il i “ ~ Hﬂ
| J
4 Yafuso Bingata Inc. (Naha, Okinawa) ) (Bunako Shiki Seizo Inc. (Hirosaki, Aomorl)
Specialty Umbrella Interior Products made from Beech Tree
All components made from resources in Okinawa e ﬁ -
( Hirato Hotel (Hirato, Nagasaki) ) Hida Sangyo (Takayama, Gifu)
Travel and Tounsm Hida Wood Specialty Furniture
| S i
b
104
. .
( Nippon Yuuki ( Soo, Kagoshima) h Umajimura JA (Umajimura, Kochi) Kishu Hosokawa, Inc.(Minabe, Wakayamé)\
Sweet Potato Noodles Yuzu Juice & Sports Drinks Food Products made from the Extract
[ | of Ue“b_oshi (Dried Plum)
{[reas ‘) e
s x’%ﬁ“’ 7

SR S




Statistics of agriculture , Forestry and Fishery

’ the Food Self-sufficiency Ratio \
]

o 39% (on a calorie basis)
o  68% (on a production value basis)

GDP J

o Agricultures + - - - - - - 6.0 trillion yen
o Forestry: + + + + + +« + + 0.5trillion yen
o Fishery+: « + + « « +« « + + 1.0 trillion yen
’Statistics of agriculture\ -
—
o Cultivated acreage : 4.7 million ha (13% of all) @ .--""‘—‘
o 2.4 million employees o/ '

=~
-

Food industry
- =

o GDP:12.6 trillion yen (2.7 % of all)
o 7.7 million employees (13% of all)

Measures to invigorate regional economies by fostering collaboration
among commerce, industry and agriculture

November 2007

I}
D measures to invigorate regional economies

® These measures will include
promoting the sale and development of regional specialties,
fostering innovation in regional industries,
further expanding the regional creation, protection and utilization of intellectual property,
and promoting exports of local products.

® METI, in cooperation with MAFF, will launch promotional activities to request industrial
organizations to cooperate, and relevant products will be made available at stores.

a

D two draft laws related to collaboration among agriculture, commerce and industry

® Draft law to promote business activities through collaboration between SMEs and
agriculture, forestry and fishery

® Draft laws to partially revise the Law Concerning Establishing Regional Industrial Clusters
and Strengthening Them by Promoting Investment and Innovation




Draft law to promote business activities through collaboration
between SMEs and agriculture, forestry and fishery

4 1 . Objective of the legislatio

rMETI and MAFF will jointly support new products and services development and
cultivation market of collaboration between SMEs and agriculture, forestry and fishery
|and improve management of SMEs and that of agriculture, forestry and fisheries

i \

4 2 . Outline of the draft 'ﬁj
[ a basic policy under the Law |

The competent ministers shall formulate a policy that stipulates the significance of promoting agriculture,
commerce and industry collaboration programs and the basic direction of such programs.

Approval following a basic plan

measures to support for a plan for an agriculture, commerce and industry collaboration program
I formulated by SMEs and the agriculture, forestry and fisheries
1

!+ Special treatment under

: the Small Business Credit Insurance Law , the Act on Equipment Installation Support for Small Enterprises ,
;  the Law Concerning Facilitation of Food-marketing Structure Improvement (provisional name) and

1 the Law Concerning Financial and Other Assistance for Agricultural Improvement (provisional name), etc

measures to support for a plan for agriculture, commerce and industry collaboration assistance program
formulated by an incorporated association, foundation, or specified nonprofit organization i

i+ Recognizing the approved entity as an SME and applying the Small Business Credit Insurance Law

| Example of collaboration

[ Development excellent Noodle From Local wheat } Finding the foreign market by collaboration
Farmers and Flour miller in growing , supplying and shipment of yam

Farmers’cooperative and Agricultural machines maker

Growing local- limitedly Healthful onion ] [ Management of feeding milk cow by IT system J
Farmers and Bio-venture and retailer Breeder and Agricultural machines maker

Attracting tourists [ Establishment safe brand by traceability system ]
by serving crops reducing agrichemicals Farmers and Food processor

Farmers and Innkeeper




APEC - Promoting Local
Innovation and Entrepreneurship

Taeyong Yang, Ph.D.
Professor and Chair, Business Economics
Director, Center for Science-based Entrepreneurship
KAIST

March 31, 2008

KAIST

b TE T

Center for Science-based Entreprenureship

Introduction of KAIST, Daejeon (Geographical position )

Korea Advanced Institute of
Sclence and Technology

1 © All Right Reserved by CoSE




Daedeok complex is the nation’s R&D capital

= Over 50 public and private research institutes, universities and high-tech and venture
capital companies are located in Daedeok

= Over 20% of national R&D equipments & infrastructure
= About 10% of researchers and technical experts

= 2" in Public R&D investment, 3" in Total national R&D investment

= KAIST is located

2 © All Right Reserved by (o8¢

KAIST is a leading Research University in Sci & Tech

= KAIST was established in 1971 as the nation's first graduate school specializing in
science and engineering education and research

* ‘The Times’ nominated KAIST as world’s 37t S&E university in 2006

= From 1971 to 2005, 37,748 papers are published (International journals 25,724,
Domestic journals 12,024)

= 7,741 students (BS : 3,224 MS: 2,216 Ph D : 2,301) and 443 faculties

= |In terms of ownership of intellectual property rights, KAIST holds about 4,000
domestic patents and over 1,500 international patents.

= Nurturing Korean 1%t Venture pioneers like LEE(Min-Hwa), OH(Sang-Soo), Chang

(Heung-Soon), AHN(Young-Kyoung)
o ® O® Serome
MEDISON HANDYSOFT Tturborex

© All Right Reserved by ¢S

see it all ®




3 KaisT
Introduction of C CSE

“Engineer as an Entrepreneur”: promote innovation and
entrepreneurship
= CSE was founded in KAIST with the seed fund from Chong-Moon Lee (Chairman

of Ambex Venture Group) and the matching fund from the Ministry of Science and
Technology in May 2005.

= Primary objective is to integrate KAIST education and research activities in science
and technology with those in business management and economics

PSV Start-up PSV Start-up
School Competition

| Engineer as an
Business Economics Pr Entrepreneur
on Lee Library ernational Conference

KAISR BP Forum ~ KAIST Venture

4 © All Right Reserved by CoSE

e
Roles of & CSE
« Entrepreneurship, Business administration, Economics and management
of technology education to science and engineering student
« Supporting student’s start-up and business administration
« Special lectures of Technology Venture CEOs
* KAIST BP Forum

Research

« Case studies on Entrepreneurship, enterprise activities and venture
company

« Analysis about success and failure at business

« International Conference (ex : ACCEL REE Asia 2007 in KAIST)

* Running ‘Chong-Moo
» Entrepreneurship mate
» Entrepreneurship Locs

3

5 © All Right Reserved by CoSE




Activities of Cgcgi

Value creation pipe line from education to start-up & business
administration for science and engineering students

Education Intermediate Start-up and
Management

Business Economics ‘ Pre-Star-Venture KAIST B.P Forum
Program start-up competition KAIST Venture

Clinic

Entrepreneurship- Pre-Star-Venture

focused start-up school DIT Holdings Inc.

Global Leader &
Entrepreneur

6 © All Right Reserved by Cggg

Progress & status of BEP

2003 - 2005 “ Feb. 2008

M-Tech Business Economics
-Certificate -Minor degree

Business Economics
- Dual Major
- Minor degree

1,096 students
- Dual Major : 16
- Minor : 233

632 students
- Minor : 162

191 students

REE Host ('07)
- 36 nations
- 241 participants

Recruit
- Faculty 10, researcher 2

7 © All Right Reserved by CoSE




Structure & status of Pre-Star-Venture
start-up competition

Two-stage structure consisted of PSV start-up school and
competition

« Intensive education of entrepreneurship,

PSV start-up school venture and venture capital, marketing,
management of technology, business plan

“ writing
» Mentors are allocated to help students to
Lineup teams and idea understand technologies and markets

actualizing to proposal
for business

Paticipants
* Over 30 universities

» About 150 students

8 © All Right Reserved by CoSE

Introduction of KAIST Business Plan Forum

Primary Goal

= Connect technology-based solution providers with the various resource groups
including VCs, angels, lawyers and accountants.

g ; KAIST 2
EF

Foltumn

» Venture Companies « Expert group

Technology providers

About 50 people

« Capital providers (VC/Angels)
*« CEO/CTO/ Consultant

« Lawyer / Accountant

* Professor

- Students * Public interest group

9 © All Right Reserved by CoSE




Structure of KAIST Business Plan Forum

[ T&BR (Technology & Business Review) J
KAIST BP Forum {[ C&C (Venture Clinic & Consulting) ]
[ Mentoring (Follow Up Meeting) }

~ T&BR : Presenting their ideas or business plan for advices and comments on broad issues which

include IR (investor relation), business strategy and marketing, international and domestic’s sales,
and financial management.

- every other month (2~3 start-up companies; 1 hour per company )

" C &C: Closed Meeting ; C&C is held to assist presenter (company) to deal with special business
challenges and issues.

- case by case (1 company; 3~4 hours )

“M entoring : further discussions on their business issues with related experts, after the forum
- Informal meeting ; 1 or 2 times/week for each company ; over 3~6 months

10 © All Right Reserved by (o8¢

Object & Role of DiT Holdings Inc

Object

= promote commercialization through packaging, re-designing, synchronizing, and
combining of core technologies acquired upon company’s technology demand

Technology Commercialization / Transfer

Global / Small
> Aew Technologies Companies

After POST R&D,

Funding, etc.
DITHoldings

Commercialization of Technology
Combined and Complex Packaging

IP Purchase

Incubation

. Technology commercialization consulting
Inform “Market needs” &

“and of Companies” on Technology
11 © All Right Reserved by (o8¢

R&D Center ]

Institutions J

oR N

Researchers




Thank you




Asia-Pacific
Economic Cooperation

APEC High Level Meeting on
Driving SMEs’ Growth to Promote Local Development

Chinese Taipei, 31 March — 1 April 2008

Session 4

Financial Support for Local SMEs



~Z2 Caring < Sharing

How to Assist the Development
of SMEs

Jack S. G. Huang
President, Taiwan Business Bank
Mar 31, 2008

D=Erea -
TAlWAK JUSINESE BAKK

~Z2 (Caring < Sharing

How Financial Institutions Can Help Assist the
Development of SMEs

= current role of financial institutions in
assisting the development of SMEs

= suggestions for financial institutions to
reinforce the current role

= financial institutions’ suggestions for SMEs

dO=airem -

ENTAIMAN JUSINESE BAKK




Z (Caring &I Sharing
Current Role of Financial Institutions in Assisting the
Development of SMEs

= different roles in corresponding stages of development:
founding stage, growth stage, maturity stage,
transformation stage

= role of Taiwan Business Bank

= measures of increasing knowledge of characteristic of
different industries

= measures of helping SMEs acquire financing and achieve
sound management

= measures of dealing with SMEs’ inadequate disclosure of
financial status

OEREPR-

S TAIMAK JUSINESS

Z% Caring < Sharing

Role of Financial Institutions in Assisting the
Development of SMEs
---Founding Stage

demand for capital help from financial institutions

.founding Of enterprises lconSUItancy in founding procedureS

sdevelopment & =incubating consultancy

= marketing of products —technology, management

mproviding financing
—funding of starting up and

f\//{ R &D
or TR

ENTAIMAN JUSINESE BAKK

mcapital expenditure &

working capital




~ Caring & Sharing
Role of Financial Institutions in Assisting the
Development of SMEs

---Growth Stage

demand for capital help from financial institutions
=facilities for expansion =medium/long-term capital
sshort/medium-term working

mmass production & inventory

capital
management o _
melectronic financial management

=boost of marketing capacity sconsultancy in financial

management & operation

_BEER-

~Z2 (Caring < Sharing

Role of Financial Institutions in Assisting the
Development of SMEs

---Maturity Stage
demand for capital help from financial institutions

=expansion of production capacity ®medium/long-term capital

=diversification & exploration of =funds for R&D

new grounds melectronic financial management

=improvement of financial sconsultancy in financial
structure anagement & operation

simprovement of manage

dO=airem -

ENTAIMAN JUSINESE BAKK




~Z2 Caring < Sharing
Role of Financial Institutions in Assisting the
Development of SMEs

---Transformation Stage

demand for capital help from financial institutions

sdevelopment of new products =funds for R&D

stransformation of core business  sfunds for operation of core
business

mmergers & acquisitions
. scapital for M&A

~Z2 (Caring < Sharing
Role of Taiwan Business Bank

Taiwan Business Bank, established in accordance with
Banking Act Article N0.96, is a specialized bank that, by
law, provides medium/long-term credits to SMEs. The
mission of the bank is aimed at improving their production
facilities, enhancing their financial structure, and ensuring

the health of their management.

D=airem -
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A~ Caring &7, Sharing

A Coherent and Comprehensive Stategy
-Structure of credits and consultancy extended to SMEs by TBB

Consultancy
System of Credits

government
to SMEs % ﬁ supervisory
authorities
Head Office
OEers
TRIIAN BUSNESS BANY

125 branches

nationwide Consultancy
System of SME

Management

~Z2 (Caring < Sharing
Measures of Increasing Knowledge of
Characteristics of Different Industries

. installing research department to gather relevant
information on various industries on which extension
of credits can be based

n working with relevant agencies, such as Industrial
Technology Research Institute, Institute for
Information Industry and Chung-Hua Institute for
Economic Research, to gather relevant information

n forging promotion projects in collaboration with
various industries so as to breed important emerging
industries

DOEBreR -

ENTAIMAN JUSINESE BAKK




~ Caring & Sharing
Measures of Helping SMEs Acquire Financing
and Achieve Sound Management

. working with relevant consultancy agencies, such as
Taiwan Small Business Integrated Assistance Center
and Chinese Management Association, to help SMEs
establish sound financial systems and accounting
systems

n working with relevant agencies in management
consultancy system, such as Corporate Synergy
Development and China Productivity to improve
SMEs’ production, product quality, marketing,
organization structure, internal control and IT

d=EireR

SEETAIMAN JUSINESS BAKK

~Z2 (Caring < Sharing
Measures of Dealing with SMESs’ Inadequate
Disclosure of Financial Status

= Financial institutions should adopt the policy of frequent field
study of their customers in order to better understand
customers.

= In the assessment of SMEs, financial institutions should take
into account of SMESs’ inherent limitations besides gauging
their credit rating and financial statements.

= Financial institutions should encourage SMEs to adopt
operations of financial EDI, factoring and on-line financing, so
that they can be kept informed of SMES’ most current
condition.

= Financial institutions should attempt to become SMES’ core
bank so as to make up for the opacity endemic to SMEs.

DOEBPeR -

ENTAIMAN JUSINESE BAKK




A~ Caring &7, Sharing
Suggestions for Financial Institutions to Reinforce the Current Role
in Assisting the Development of SMEs

= Financial institutions should develop a wide range of financial
products corresponding to the needs in different stages of
enterprises.

= Government should establish data bank, so that performance
of enterprises can be correctly appraised.

= Financial Institutions should establish effective two-way
communication channels with SME Consultancy Systems.

= Expand the function of SME Credit Guarantee Fund.
= Financial institutions should strengthen the willingness to
extend credits to SMEs and Emerging Industries.

D=EPeR

SEETAIMAN JUSINESS BAKK

~Z2 (Caring < Sharing
Financial Institutions’ suggestions for SMES
= improve ability of R&D and innovation

= ensure a healthy accounting system and
management

= Wisely utilize SME credit products in line with
government policies

= wisely utilize government R&D resources
= wisely utilize SME consultancy system

OEBPR -

ENTAIMAN JUSINESE BAKK




~Z2 Caring < Sharing
TBB’s Outstanding Track Record in Extending Credits to SME

TBB extends SME credit products in line with government policies aimed
at spawning a favorable environment in which SMEs are able to flourish.

| Youth Startup Loans

Micro Business Startup Loans

R & D Loans

|

SME Grass Root Loans

SME Upgrading Loans

T

Traditional Industry Loans

~Z2 (Caring < Sharing
TBB’s Outstanding Track Record in Extending
Consultancy to SMEs

= TBB has been delegated as manager bank to extend credit
products in line with government policies.

= TBB ranks first in the total amount of loans referred to Small
& Medium Business Credit Guarantee Fund.

= Abroad as well as domestically, TBB has been awarded an
impressive number of prizes for its outstanding track records
in extending credits to SMEs.

= TBB has outstanding track records in extending credits in line
with government policies aimed at spawning a favorable Q

environment in which SMEs are able to flourish.

OEBPeR -

ENTAIMAN JUSINESE BAKK
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Financing SMEs — The Singapore Experience

March 31 - April 1, 2008
APEC High Level Meeting
Driving SME’s Growth to Promote Local Development Seminar

DBS Bank Ltd

Disclaimer: The information contained in this document is intended only for use during the presentation and should not be disseminated or
distributed to parties outside the presentation. DBS Bank accepts no liability whatsoever with respect to the use of this document or its contents.

D BS B k . Corporate Profile
a n Established in 1968 as a development
financing institution. Since diversified into

a full service bank listed on the Singapore
—
~~__ Stock Exchange.

Global Franchise
T Largest network of branches/offices in 15 markets,
Beljing

including Hong Kong, Indonesia, China, India,
s ‘g,-,,ﬁ. Japan, Korea, Malaysia, Myanmar, Philippines, Chir
P LUK, U.S & Middle East.
Dunggum
-Gu:
wug!m* 4+ '.-ﬁpal . PP
am” ngﬁ\N __ Strategic Positioning

ﬂinili HK/Macau/
¢ Shenzhen/Guangzhou
AL’EE"" (60 branches)

Leading positions in corporate, SME and consumer
banking, treasury and markets, wealth management,

securities brokerage, equity and debt fund raising.

S&P Credit Ratings

~ - o
“..sm-r :

Singapore d
(79 branches) Somarang "AA-" and "Aa1“, among the highest in the Asia-Pacific region.

Awards & Accolades
"+ Best Domestic Bank, Best Equity House, Best Investment Bank (FinanceAsia & The Asset,
2007)
 Best Cash Management, Best Trade Finance, Best Transaction Banking (The Asset, 2007)
« Best Foreign Exchange Bank — Regional & Country Winner (Global Finance, 2007 & 2008)
« Best Local Private Bank (Euromoney, 2007)
 Best Overall for Corporate Governance (Asiamoney, 2008)

Living, Breathing Asia

BDBS

ese Taipei
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BDBS .

SMEs in Singapore

Singapore is home to many dynamic and vibrant SMEs which
¢ Constitute 99% of all establishments and employ more than half the workforce

¢ Contribute more than 40% to total GDP

Definition of SME for qualification of government-assisted financing schemes
¢ Atleast 30% local equity
* Fixed assets not exceeding S$15 million (US$11 mil)

* Employment size not exceeding 200 for service companies

Financial institutions (FlIs) in Singapore are building their SME banking franchise
¢ Definition of SME and organisational set-up vary from Fl to FI

* Typically, SMEs with wider needs are accorded personalised service by dedicated
relationship managers, and supported by product specialists for the whole suite of
banking solutions

Source: Spring. Financial Handbook for SMEs m DBS
4




SME market size in Singapore has been growing

Number of establishments* Total SME loan size**

148

s03 318
135 264 262 274
il | H ‘\ u u

2003 2004 2005 2006 2007
SME Loan Size (S$ Billions)

2003 2004 2005 2006 2007
Number of Establishments ('000)

* Source: Estimates by AMI Business Consulting.

** Source: MAS. Total loans and advances to non-bank customers less loans to professional & private Individuals and
housing loans. Based on SMEs’ 33% contribution to GDP.

BDBS .

SMEs: Top 3 Constraints in SME Growth

* Based on the 2007 annual SME Development Survey, the top 3 challenges
facing Singapore SMEs are rising competition, increasing operating
cost and manpower shortage.

* Availability of financing is no longer a key concern

0% e
[2007 = 2006 C 2005
sy, -58%
52%

0% ia

A0%

0%

20%

10% =

O, - |l . | _ N. 3 -
I Increasing  Increasing  Manpower | Cashflow  Markel size  Difficulty in 1 New I Uncertain
| competicn  operating imsues | constraints  accessing | financing | economic
1 cosis \ business | | environment
S s oppartunity S ——— -/

Source: Spring. SME Development Survey 2007 a DBS
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SME Operating Landscape

Strategies for Growth

¢ Developing new products and services
Challenges faced * Improving cost efficiency and productivity

. *  Venturing to new overseas markets

* Intense competition due to
globalisation and emergence of
new markets

Malaysia + Hong Kong
* Indonesia < Vietnam
China « Philippines

T . Thailand  + Indi
¢ Limitation of domestic afian ndia

market especially vis-a-vis
competition from large

corporates What SMEs really want from Fls

¢ Limited professional and .
management talent pools

Start-up financing and equity financing

*  Wide range of products and services

* Higher operating cost vs new customised to meet SME needs

and emerging markets like ¢ In-depth understanding of SME business to
China, Vietnam, India facilitate their growth locally & regionally

¢ Commitment as banker and business partner

BDBS |
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Engagement of Stakeholders

Financial institutions and affinity partners such as government agencies, trade

associations, chambers of commerce, and educational institutions collaborate

to value add to the SME community in the area of alternative financing options

——
Government
Agencies
N
Financial
Institutions
SMEs

—

Associations
& Chambers

P e

Educational
Institutions

Business
Centres

BDBS |

Government Agencies in Action

]EDB Economic Development

STRGAFORE
Board (1961) Singapore’s lead
agency responsible for planning &
executing strategies to sustain
Singapore’s position as a compelling
global hub for business & investment.

SPRING Singapore

(1972: National Productivity Board) is
mandated to champion enterprise
formation & growth. It works with SMEs,
banks etc to nurture a pro-business
environment & develop key industries. It
also helps to build capabilities of
enterprises, & increase their access to
markets & business opportunities

SPRING

-
Ig IE Singapore
(1983: Trade Development Board)
concentrates on helping Singapore-based
companies to venture abroad. It also works to
position Singapore as a base for foreign
businesses to expand into the region in
partnership with Singapore-based companies.

BDBS .




Associations & Chambers of Commerce in Action

Business Associations

Action
Community for
Entrepreneurship

@@
(ZJZ\’;A:SME

Association of
Small & Medium
Enterprises

Singapore
Business
Federation

Singapore
National
Employers
Federation

SNEF

Trade & Industry
Chambers of Commerce e
Associations
Py singapore Chinese
¢ S Chamber of Singapore Food
¥, E Commerce & Industry Manufacturers’
R (sccci Association
Singapore
International Chamber e
of Commerce & Singapore
E— Industry (SICC) Metal &

Machinery
Association

Singapore Indian

Chamber of Commerce

& Industry (SICCI)

Textile and
Fashion
| Singapore Malay Federation
V' Chamber of
Commerce & Industry
(sMccl)

= Provide opportunities for networking, skills upgrading, cross-industry partnerships,
oversea ventures, joint business missions etc

= Assist members to gain access to financing alternatives

BDBS

Business Enterprise Centres in Action

EDC@ASME
EDC@SMa
EDC@SCCCI
EDC@SMCCI

REC@ASME

Credit Bureau

Enterprise Development Centres

Assist Singapore enterprises to develop essential business competencies
and adopt best practices throughout their operations so that they be
competitive and successful enterprises both domestically and in the global
market

A one-stop advisory / resource centre for aspiring entrepreneurs & SME
owners to gain access to a wide range of expert business consultancy
products & services

Regional Development Centres

.

.

Assist foreign entrepreneurs looking to establish businesses in Singapore

Provide access to comprehensive consultancy services and link-up to
other SME-specific products and services

Connect international entrepreneurs to the Singapore market, helping
them set up, grow and succeed

SME Credit Bureau

Central online database of credit-related information on participating
SMEs in Singapore

An invaluable tool to banks & participating SMEs for evaluating a
participating SME’s creditworthiness

BDBS




Awards to Promote Spirit of Entrepreneurship

Entrepreneur of the Year Award
The

Entrepreneur Organizer: Rotary - ASME

of the year & )
. ¢  One of Singapore’s most prestigious business accolades accorded to local
entrepreneurs

PR ¢ Salute & honour local entrepreneurs who have shown outstanding performance

in their chosen fields of business

Singapore Prestige Brand Award
Organizer: ASME

* Recognize SMEs that have shown outstanding performance in the
communication of their Brands

* Enhance awareness of the importance of branding among local SMEs & in turn
stimulate the growth of Singapore’s brands & enterprises both locally & regionally

SICCI-DBS Singapore Indian Entrepreneur Award
Organizer: SICCI & DBS

*  Give due recognition to the outstanding entrepreneurs within the Indian business
community in Singapore

*  Foster entrepreneurial spirit among budding Indian entrepreneurs.

BDBS .

Educational Institutions in Action

Universities in Singapore

9 totneny G MU

= Higher learning institutions (universities & polytechnics) have been actively engaging
banks & local enterprises through strategic partnerships & alliances. Local enterprises
tap on ‘young minds’ to develop new & innovative business applications & models.

= Recently, universities have been actively involved in developing postgraduate and
executive development courses, aimed at enabling and empowering business owners
/ top executives of SMEs with relevant knowledge and skill-sets to take their
businesses to the level of multi-national enterprises

BDBS .




Financial Institutions in Action

Local Banks < Business conferences, seminars &

workshops .
ﬂ DBS « Trade / Industrial fairs & ﬁ
investment talks
‘_3 OCBCBank « Business missions

X W | 75
UNITED OVERSEAS BANK . .
« Marketing * Business advisory
channels clinics

Foreign Banks « Conference/

Business Facilities =

"o )

&)

citibank e §

RHB BANK @Maybank + Valuable networking opportunities % E
/

« Strategic alliances

e NG LEONG FNANCE ‘ * Cross referral opportunities L -

BDBS .
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Leveraging our deep local customer and industry
knowledge, DBS offers targeted product offerings to SMEs

Increasing complexity of customer needs
Needs

Working capital Complex trade facilities
Overdraft Treasury, Hedging
Financial Property financin i i
Institutions Business loan aik ? deallbn
Secured overdraft Acquisition and
Trade facilities Advisory Banking
Factoring IPOs
Financial Lol Ent L Internationalisation
Institutions ocal Enterprise Finance Finance Scheme
8 Micro Loan Scheme (LEFS)
Loan Insurance Scheme
Government Programme Loan Insurance Scheme (LIS)
(LIS)
Trade Credit Insurance
Government Start-up Enterprise : :
A;SLstance Scheme (SEEDS) Growth Financing Growth Financing
chemes Programme (GFP,
Business Angels Scheme 9 ¢ ) Frogtamme (GEE)
(BAS)
Start-Up Growth Internationalisation

BDBS |

Multi-Pronged Approach to reach out to SMEs

Dedicated Relationship Managers

Relationship building through RMs with in-
depth industry & market knowledge is key to
keeping our SME customers

y A
Increase Product Customer Education
Holdings N
Enterprise In the area of customer excellence, we

Outbound call to cross- :
sell / up-sell products to Banking
SME customers

»  “wowed” our customers by launching
regular networking functions,
informative seminars as well as
business missions to China, India and

f the Middle East

Reaching out to the
community
Dedicated team of EB RMs Building relationships with key third
on-site at various centres / parties and intermediaries

hubs to attend to the financing

and banking needs of

businesses

Third Party / Intermediaries

BDBS .




Regional SME Growth

= Constrained by the limited domestic market, Singapore enterprises are
venturing overseas to capitalise on new business opportunities proffered
by the global economy
= DBS is gearing itself with the capability and appetite to partner Singapore
enterprises in their overseas ventures in the following areas :
— Global banking support in collaboration with our overseas offices
— Effective execution of Global Account Management framework
— Connecting customers with strategic partners and resources on-site

— Financing support from DBS Singapore through loans to local parent company
including IE Singapore’s Internationalisation Finance Scheme

BDBS .

DBS is well-positioned to partner our SMEs expanding
overseas

= Well-positioned at the
crossroads of the most
dynamic and fastest
growing region of the

Beliig S R world, ready to serve our

{ A rhohseou] |/ customers as a bank that
ek I Tianjin A &c, L) /ATokye L . ’
AL angha, - (7 specialises in Asia
—"New Delhl, . Dongguan # Hangzhou
(" A Gunghoian Abuhou
orgon Bioei = Distribution capability in
A [ Banghokat] ‘Efk HK/Macau/ 15 markets in the world,
Chiginai " K;’;;S'tumpur /B Shenzhen/Guangzhou including Asia, US, UK
b Medara &) *‘_4“““‘"_ (60 branches)

i ‘~?ﬁ{‘9"‘£‘_’ . < = Dominant franchises in
Aiﬂiﬁ?&gmar "y Asia’s two key markets —
emarang S .
Singapore Singapore and Hong Kong

(79 branches)

BDBS .
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Successful Collaboration with Government Agencies

DBS Loan Securitisation

pr

e DBS in collaboration with SPRING successfully completed a SPRING I =
singapore

S$100 mil (US$70 mil) SME loan securitisation program to more than oog e SINGPOTE
400 SMEs within 12 months

e SME ACCESS Loan was put in place to assist SMEs with little
collateral or limited track record, and those seeking financing for
internationalisation purposes

Internationalisation Finance Scheme (IFS)

e A government-assisted financing program up to S$15 mil (US$11 mil)
designed to help Singapore-based companies expand into overseas markets

e To assist local enterprises globalize their operations and leverage on global
resources to grow

e DBS, in collaboration with IE Singapore, is the top performing Participative
Financial Institution (PFI) based on approved loans during the first year of the
launch (2007)

BDBS .

Successful Collaboration with Government Agencies

DBS MICE Financing Package

SPRING |

singapore

e  First-of-its-kind MICE (Meeting, Incentives, Conventions and Singapore

Enaisling Enlerprise

Exhibitions) financing package to help SMEs seize business
opportunities overseas

e Our MICE financing package provides one-stop comprehensive
services such as flight’accommodation/free transfers/concierge
services arrangement through our preferred partner (Chan
Brothers), as well as financing the total cost of participation in trade
fairs overseas, plus assistance in application for 50-70% grant from
IE Singapore

Loan Insurance Scheme

o DBS is the leading participating FI in helping to administer government
assistance schemes for budding entrepreneurs

e We hold the lion’s share (34%) of the Loan Insurance Scheme (LIS)

BDBS .
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Bridging the Supply & Demand Gap in Bank Financing

Sharing insights into what banks look for in business loan proposals

Perspective

)
4
=
2
®
c
o
=3
®
o
12

Lender Borrower

* Banks are in the business
of making loans
» Growing assets & loan
7",»\\ book is one of our key
performance indicators

* Fiduciary Accountability
» Accountable to shareholders & depositors
and subject to regulatory requirements
« Credit Risk Management
« Key to viability of banks

« Financial prudence forms the cornerstone of

a stable financial system
« Capital Management
« Achievement of appropriate risk-return
profile & return on capital

* Businesses require
funding to grow &
internationalise

« Access to financing is
top-of-the-mind concern

* Openness & sincerity in providing information
to facilitate lender in evaluating the business

* Provision of information on management,
financial performance, competitive strengths &
business prospects etc

BDBS .
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Understanding the Dynamics of the Loan
Application Process — 5Cs

Loan proposals are evaluated based on
5 fundamental lending criteria or 5Cs:
» Character
» Capacity
+ Capital
+ Conditions

e Collateral

BDBS .

Character

Owner/management integrity in disclosing
pertinent information

Integrity in business dealings

Reliability & reputation

= ) BDBS .

13



Capacity

* Ability to meet financial commitments
+ Key areas of consideration include:

* Management

* Business

* Financials

) ) &DBS .

Capital

* Equity
» Paid-up capital
» Directors/Shareholders loans
* Related companies’ loans

» Demonstration of shareholders’ commitment in meeting
business obligations

* Funding business growth: Balanced usage of debt & equity

» Capital reduces excessive reliance on external source of
funds & serves as a cushion against market adversity

) BT ) ) 8DBS .

14



Conditions

* Outlook of economy & industry

+ Susceptibility of business to changes in
government regulations, technology & consumer
demand

* Entry barriers

* Country/currency risks

W oo 8DBS .

Collateral

* Availability of collateral only as a fallback

« Repayment capability & not collateral is the primary
determinant in assessing credit-worthiness

* Banks’ willingness to consider unsecured loans if
the other 4 Cs (character, capacity, capital &
conditions) can be fulfilled or if banking facilities can
be structured against identified source of
repayment or packaged with accounts receivable
financing

) R 8DBS .




Conclusion

DBS has the capability, expertise, extensive market
and broad product range to meet the banking needs
of companies at every stage of their growth from
infancy to listing.

DWW - 8BDBS .

Thank You

Disclaimer: The information contained in this document is intended only for use during the presentation and should not be disseminated or
distributed to parties outside the presentation. DBS Bank accepts no liability whatsoever with respect to the use of this document or its contents.
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Mr. Yih-yaw Jan
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Current SME Financing Situation

Recent Proportion of
SMEs & Bank Financing

SMESs/All Enterprises (%) Credit to
¥Year | No. of Enterprises | Sales Value SMEs/Credit to All
Enterprises (%)

23.59

Sources: “White Paper on SMEs in Taiwan, 2007,” Small & Medium Enterprlse
Administration, Ministry of Economic Affairs.)

@ The data show that SMEs in Chinese Taipei are the

disadvantaged group of bank financing A




SMEs

= Poor credit conditions

= Unsound accounting
system, lack of full financial
disclosure

" Insufficient self-funded
capital, weak financial
structure

" Lack of collateral or
guarantor

" Ambiguous loan project

" Unhealthy organizational
structure

" Insufficient financing

information and external

information

The Causes of SMEs’ Financing Problem

= High financing cost
= Asymmetric financial

Banks

information

Uncertain industry perspective
and industry traits

Concern about operation profit
and avoid lending risk
Restructuring & merge of
financial institutions=» Great
change of credit
policy=»Frequent change of
lending personnel: difficult to
build up good relations with
SMEs

{Sources: Taiwan SMEG)

Introduction to Taiwan SMEG,

its Objectives & Functions




IReulction to Taiwan SMEG

Establishment: 1974

Supervising Agency: . s
Ministry of Economic Affairs . "’HI

Nature of Operation: .

- Non-profit organization

- Credit-guarantee-specialized institution for

SME financing

Features: A bridge between banks and enterprises;

focus on small businesses having weak financial

conditions

Paid-in Capital: Donated by governments & financial

institutions

WBJECtives of Taiwan SMEG

Help SMEs secure financing by offering credit
guarantee

Remove SMEs’ obstacle to lack of collateral when
applying for finance

Enhance the financial institutions’ willingness to
extend loans to SMEs

Support related assistance agencie
to increase effect of SME assistanc




tions of Taiwan SMEG

sustain emplo yment
opportunities

Mitigate SME’s
external impac
depression

Foster the ¢

MEG Meets SMEs’ Funding Needs
Their Each Growing St

919K9 8y ssauisng

Inceptio
Start-up funds, R&D? Short- to mid-term working
funds—purchase :capital, mid- to long-term
production e capital- pand equip t,
equipment purchas§¢mass production, stock plan,
product senhance marketing
development & 2 capabilities & sound
marketing t syst:

.
: mid- to long-term : R&D capital—develop new
:R&D pi '—expand: products
< production capacity, e
: improve financial
o structure &
.

o
Guarantee for working . Guarantee for Guarantee for R&D loans

capital loans, investment ¢ working capital
loans, R&D loans, loans for e l0ans, investment

knowledge-based ¢ loans, R&D loans,
enterprises ® loans for knowledge-

¢ based enterprises
.

Guarantee for start-
up loans

dajuelens) ueoT| puewaq sp

{Sources: Taiwan SMEG) '°




Methods of Obtaining SME Financing
through Taiwan SMEG’s Services

Methods of Taiwan SMEG’s
Granting Credit Guarantee

Auth of]zeir'\ppf 0aCH

Indirect

Glarantee:
Normal Approach

Direct
Guarantee;

|/

Package Credit: “‘>
Suarantee \/4
12




Indirect Guarantee

Allocate funds to each SME effectively and fairly; maximum
amount of guaranteed loans for a single enterprise is NT$100
million

Simplify banks’ processing procedures, shorten application time
Review large amount cases by Normal Approach to control risk

Diversify items of credit guarantee in accordance with SMEs’
different operational characteristics

Reduce SMEs’ cost of capital with low guarantee fee

Foster the growth of SMEs with development potential but short
of collateral for external financing

through banks

Taiwan SMEG - fy

Direct Guarantee

=

Finances are not regarded as key appraisal

Lay stress on business management, R&D, industry
perspective, intangible assets, etc.

High guarantee coverage, which enhances banks’
willingness to extend loans to enterprises

Heighten the value of business operation
Guarantee Fee: 0.75% ~ 3.75%

Apply for credit guarantee to Taiwan SMEG,

and then apply for loan to bank with Letter of Commitment
issued by Taiwan SMEG

@




Package Credit Guarantee

Designed based on the total risk control

Help banks introduce new products, increase more
financial sources for SMEs

Simplify application procedures

Lift restriction on the maximum amount of NT$100 million
of guaranteed loans for a single enterprise

Flexible guarantee fee: 0.25% ~ 1.25%

>
through banks m
H Taiwan SMEG

r the Past Years

No. of guaranteed enterprises: Over 260,000
enterprises

Amount supported: Over NT$5,800 Billion
Amount guaranteed: Over NT$3,900 Billion
Enterprises used to be our clients exceeding
SME-scale: Over 2,200

No. of listed & OTC companies used to be our
clients: Over 500

Winners of National Award of SMEs, Rising Star
Award, SME Innovation Research Award, Symbol
of Excellence Award & National Quality Award:
Our clients represent about 64 %

{from 1974 to the end of Feb. 2008)
16




Taiwan SMEG’s Performance (2/2)

Amount Supported & Guaranteed for SMEs over the Past 10 Years

NT$ Billion .
2006: NT$513.9 bn SHLE L OE

600

500

400

300

200

100

1997 1998 1999 2000 2001 2002 2003 2004 2005 2006 2007 Year

Amount Amount
Supported Guaranteed

17
{Sources: Taiwan SMEG)

liaiwan SMEG’s Assistance to
SMESs Having Difficulties
in Securing Financing

® Provide various guarantees for start-up loans

e Launch Firefly Counterpart Guarantee Fund
Project

e Establish Torchbearer Institute
e Launch Torchbearer Assistance Fund

e Expand business promotion




Taiwan SMEG’s Assistance to SMEs (1/5)

Help youths, women, the middle-aged or senior
unemployed & released prisoners to start their new
businesses

Youth Business Start-up Loans

Micro-business Start-up Loans .

Women Start-up Loans

Start-up Loans for Released Prisoners (launched in 2008)

Performance of Guarantee for Start-up Loans:

From the launch of the former 3 loans in 1986 to the end of Feb.
2008, the Taiwan SMEG has offered credit guarantees NT$13.2
billion, helping start-ups obtain start-up funds of NT$16.6 billion,
increasing jobs and promoting economic growth

Taiwan SMEG’s Assistance to SMEs (2/5)

Launch Firefly Counterpart Guarantee Fund Project
~ Help the production/supply chains of various industries
coexist and prosper

Individual funds are established by donating enterprises.
Taiwan SMEG then disburses an equivalent sum to the funds

. B

Provide credit guarantees to companies in the up-, mid- and downstream
segments of individual industries; help them obtain working capital for raw
Material; encourage them to conduct R&D

E

Close ties between companies in the up-, mid- and downstream segments;
A healthy environment for the production/supply chains to coexist and prosper

10



‘MEG’S Assistance to SMEs (3/5)

i
U T U —
= A virtual platform to pass o awa 2uoa aa zam

down knowledge A% T

= A platform for SMEs to learn | m
managerial knowledge g

Share successful
experiences with enterprises

Improve SMEs’
competitiveness & financial
risk management capabilities

EG’s Assistance to SMEs (4/5)

Establish Torchbearer Assistance Fund (TAF)

Exert the spirit of passing down successful experiences,
enhance functions of Torchbearer Institute

Help SMEs improve finance/accounting system, business
constitution and competitiveness

Help solve enterprises’ problems through assistance from
professional institutions

Up to the end of Feb. 2008, the funds of the TAF have
amounted to NT$12.8 million; 38 applications have been
accepted.




e to SMEs (5/5)

Set up “one-stop service window” to strengthen
ties with banks

Make banks fully understand Taiwan SMEG’s
credit guarantee items and their features

Assist enterprises in selecting proper credit
guarantee items through bank’s help

Exert functions of credit guarantee effectively

Increase functions of service centers in %
Taichung and Kaohsiung 2l

Conclusions

12



gonclusions

= Enhance support to help SMEs secure
financing, create more financial sources

= Create diversified guarantee business

= Improve SME’s financial risk management
skills

= Create an all win situation for SMEs, banks
and Taiwan SMEG

13
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Traditional Craft Industries in Japan

The Association for the Promotion of Traditional Craft Industries
Chairman Takao Watanabe

| am Takao Watanabe, chair of The Association for the Promotion of Traditional
Craft Industries.

Today, | feel very grateful and honored to have the chance to participate in the
“APEC High-Level Meeting on Driving SMEs’ Growth to Promote Local
Development” and to deliver a speech to all of you, following the “APEC
Development of Regional Industry Market Forum” in 2006. | also feel the profound
responsibility | have in today’s participation.

As previously mentioned, | am here on behalf of Japanese Traditional Craft
Industries and | would like to begin my speech by presenting you with some basic
facts on the traditional crafts of Japan in recent times.

In Japan, for a craft item to be designated a Traditional Craft Product under the
Law for the Promotion of Traditional Craft Industries, which was promulgated in May,
1974, it must satisfy the following criteria.

1. The article must be mainly intended for everyday use.

The article must be primarily hand-made.

The article must be manufactured adopting traditional techniques.

The materials should be mainly those which have been traditionally employed.
The industry must be of a regional nature.

o~ oD

In other words, though Japanese traditional craft products of every region have
been manufactured by hand using traditional techniques for over a century, they are
still widely used in daily life in the present day.

The reason that the products used in everyday life are designated, protected and
promoted by law is that after World War I, industrialization in Japan made rapid
progress along with the high economic growth.

In Japan, from 1970, environmental pollution and urbanization caused increasing
problems, and people started to consider the problems of the mass-consumption and



mass-disposal socio-economic system. This reflection has led to a return to traditional
Japanese styles, and the revival of traditional craft industries has become a trend.
Meanwhile, the lack of successors for traditional techniques and difficulties in the
acquisition of raw materials have become serious issues in every region. In addition,
out of concern that the slump of the traditional craft industries, which have always
been the core of local industries, would have a negative influence on regional
economies, the “Law for the Promotion of Traditional Craft Industries” was
established.

Presently, there are 210 items designated as Traditional Craft Products, including
textiles, ceramics, woodcraft, metalwork, washi paper and dolls, among others.

I am from Kyoto. In fact, Kyoto produces the highest number of Traditional Craft
Products, 17 out of 207 items.

Many tourists visit Japan for sightseeing every year and you might already know
that Kyoto is considered the center of Japanese culture. There are many temples,
shrines and cultural assets such as Noh and Kabuki drama as well as the tea ceremony
and the art of flower arrangement. Hence Kyoto is the region with the highest number
of Traditional Craft Products designated by the government. The fact that there are a
great number of traditional craft items in Kyoto also has something to do with its
cultural background. Culture and traditional industry are closely related.

Today | am invited to deliver a speech about the “SME Strategies to Develop
Local Markets.” According to statistics, more than 99% of Japanese enterprises are
SMEs, and as for traditional craft industries, MEs with a few family-member
employees are the main supporters of the industries. In addition, the industries can be
found all over the country, and they play an important role in defining the distinctive
character of each region. Since the traditional craft industries in Japan originate from
regional culture, they are indeed the “regional cultural industries.” Because of this
background, traditional craft industries originally developed as key industries in the
region, underpinning the regional economy. For instance, their rich historical
background and abundant local color have often made traditional craft products a
powerful attraction for tourists.

However, it is a pity that the basis for the traditional craft industries is declining
each year. According to a survey conducted by our association, in 2004 the number of
employees was about a hundred thousand, the number of enterprises was 17,793, and



the production value about 194.2 billion JPY. This indicates that the size of the
traditional craft industries has decreased by more than half compared to the peak from
the later 1970s to the beginning of the 1980s.

There are various reasons for this decline such as the establishment of the mass-
production and mass-consumption economy system resulting from technological
innovation, the revolution in industrial materials, and the development of the mass
media. Also with the mass production of standardized and low-priced daily goods, the
traditional craft items have difficulty competing with the modern industrial products
in the market, and thus their market share has decreased.

Additionally, with the development of the economy, employees expect more from
their jobs, and this creates another problem. MEs engaged in manufacturing
traditional craft products and related work, for which the conditions of employment
such as salary, holidays and welfare programs are still inadequate, were unable to
attract the young labor force. One of other main reasons is the managerial burden on
employers regarding apprenticeship. Since it takes quite a long time for artisans to
acquire enough skills, which are indispensable for traditional craft production, their
allowance during the learning period may put pressure on the management. Against
such a backdrop, some local governments have begun to provide support for the
employers when they hire new craftspeople. In order to maintain and develop
important local industries, such policy measures could be effective.

Another significant aspect of the industries is the huge disparity between
metropolitan regions and local regions due to the centralization of most resources,
causing local areas to decline. Deterioration of local economies caused by the
concentration of human resources and industries forces many SMEs to cease their
business. For example, shopping districts consisting of a number of stores around
local train stations are often called “Shutter Streets,” where there are lots of stores
which are not open any more, and so have their shutters closed. Large shopping malls
located in suburban areas intensify the situation.

Under deregulation, the amendment of relevant laws facilitated large shopping
malls expanding their chains, especially in local areas, where real estate prices are
relatively inexpensive and there is abundant available space. Consequently, many
large shopping malls newly opened, and this badly affected old shopping districts,
forcing many shops to close. As a reaction to the destruction of local lifestyles and
economies due to rapid changes in the living environment and economic structure,



people are once again starting to pay attention to the traditional craft industries.

As | stated at the beginning, traditional craft products utilize natural materials, and
therefore, they are environmentally friendly. In addition, they have been indigenous
for a long time, thus fulfilling the prerequisite of being the core of revitalization in
regions. At the same time, they are the core of regional identity, for they incorporate
factors of regional origin such as motifs, designs and patterns, which are aesthetically
and artistically outstanding. Another reason that people pay attention to the industries
is that the manufacturing process itself is interesting enough to be a tourist attraction.

It has been observed that those who are no longer satisfied with mass-produced
standardized goods tend to seek more sophisticated goods with better quality, despite
the higher price.

Our predecessors had the wisdom to take full advantage of the blessings bestowed
by nature and to live together without harming it. Such wisdom brought Japan
bountiful nature and made it a beautiful country. However, as industrialization
advances, nature is being destroyed in concurrence with the continuing decline of
traditional cultural industries. When globalization spreads all over the world, tradition
and culture are what represent the ethnic identity. In order to preserve and develop
tradition and culture, stakeholders such as national and local governments must see it
as their mission to take all possible steps.

Regarding Japanese Traditional Craft Products in general, when they start to fulfill
four particular criteria, we can be confident that we are heading towards a truly rich
life, as opposed to rapid and homogenized consumer life. In making this change, we
can call ourselves true members of international society, which is founded on
individual cultures. These four criteria are:
® 1. Anincrease in the necessity for high-quality products that enrich life.

2. The increasing trend to reevaluate regional culture.

3. Reevaluation of the traditional Japanese lifestyle and craftsmanship.

4. Traditional craft industry to be evaluated as the embodiment of a
recycle-oriented society.

I believe that the virtual economy typified by the stock exchange, which does not
involve actual production but seems to dominate the entire society nowadays, is the
source of many serious problems. Needless to say, in contrast, the traditional craft
industries are real business, rooted deeply in the region and local culture. | hope that



Japan will adopt a national management policy which positions those who engage in
such actual business in the center. The reason | hope so is based on my belief that it is
most important for human beings that those who are engaged in real business are
well-paid for their work and enjoy cultural lifestyles which reflect local
characteristics.

Since the cultural industries are most closely related to the regions, | hope that the
traditional craft industries in each country and region will have close connections with
people’s daily lifestyles and be developed with pride, as the culture of one’s own
country.

Thank you very much for your attention.
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1.Issue background
(1)The economic performance of Kaohsiung
from 2000 to 2005
= Unemployment: Top 5 in Chinese Taipel.

= GDP per capita: the growth rate of Kaohsiung is
5%, Taipei is 16.56%, Taipei is 3.31 times as Kaohsiung.
= The net inhabitant population: Kaohsiung is 2,662,
Taipei is 86,833, Taipei is 32.62 times as Kaohsiung.

= The amount of containers: both imports and exports of
Kaohsiung harbor are from 7.42 million TEU to 9.47
million, the growth rate is 27.5%: Shanghai harbor’s
growth rate is 222.3%, _Sﬁ"enz'hén"i's %QG.O%.
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1.Issue background (continued)

(2)The influence of direct links regulation on
Kaohsiung

m The outflow of human resources and capitals
m The fleeing of foreign enterprises
m Slow increase of white-collar population

m The backwardness of capital accumulation and
economic performance

= The marginalization of Kaohsiung under
globalization LLY




1.Issue background (continued)

(3) 2008 Presidential candidates’ lift of cross strait
direct links regulation

= The lift of direct sail (fly) regulation

= The lift of investment regulation

= The lift of financial and trade regulation
= The lift of tourism regulation

= Major difference : “The 1992 consensus”

N Jin Public policy
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2. Ttheevaluation fermKaoehsiungishiegional
redevelopment under pluralistic SeCIELIES

= The key point for Kaohsiung’s redevelopment is
at her social and political dimensions. A 2006
survey on Kaohsiung’s citizen : 30 white-
collared workers and 40 blue-collared workers.

= The key elements of social and political
dimensions include value, civil culture, political
attitude, election; elected goevernment officials,
legislatives and coungil fepresentatives.,

— Do = v

= A class issue : among white-collared and
blue-collared workers there exist
significant differences in political
awareness, attitude, civil culture, channel
of information, ability to judge the
information obtained, toward Mainland
China, and cross-strait exchange and
cooperation.




= White-collared population increases
slowly that it is difficult to accumulate
effective public supervision on urban
redevelopment.

= Much blue-collared workers have ill
feelings toward Mainland China and
against the cross strait exchanges.

= Owing to the frequency of this region’s
election, many elected officials and
legislators consider mostly the search for
easy supports and winning of elections.




= For a social transfer and culture shift for
the city, to have both economic prosperity
and political democracy, "from the private
to the public", "from the materialism to the
post-materialism" and "from the traditional,
the modern to the post-modern” is the

major and fundamental challenge facing
the city.

3.The strategies to preparetor-directimks Wit
Mainland China

= Holding public hearings, meetings, speeches,
civil conferences on direct links related issues
through academic institutions and NPOs. The
government should provide necessary supports.

= Comprehensively investigate the negative
impacts of opening for cross strait direct-links
on the underclass, and plan accordingly.




= The policies considered should include all
aspects of citizens, instead of benefiting only
the private business and special interest groups.

m According to results of the efforts, to amend
“the Act Governing Relations Between People
of The Chinese Taipei Area and The Mainland A

= The city government should treat “cross
strait direct links” issues in a more
practical way, create an atmosphere with
openness and rationality, should regard
them as public policy issues rather than
ideology conflicts.




= Enhancing the level and authority of “Mainland
Working Groups” in the city government.
Select elites from each bureau of the city
government to work together, to support the

businesses and private citizens engaging with
China.

4,The strategies for Kaohsiung’s redevelopment

(1)Economic Dimension

= Set up the right tune for Kaohsiung’s
redevelopment under global supply chain.

= Restore the human resources and capital.

= The city government should seek to obtain
synergy on economic affairs through
bringing together all the factors and
resources together.




(2)Social Dimension

= Attract high quality human resources
through efforts like place marketing in order
to form public supervision.

= Enhance civil awareness and consensus for
important public issue like direct links, with
efforts by both government and NPOs.

(3)Political Dimension

= Gradually switch the dominant party
mobilization during elections with cognitive
mobilization, i.e., vote with sufficient
information and true free will.

= Focus on public policies instead of political or
ideological manipulation.




(4)Government Dimension

= Reset the goal of Kaohsiung'’s
redevelopment, and adjust accordingly the
strategies and plans in a more practical
way.

= Fully prepared for exchange and
cooperation with harbor cities and regions
of Mainland China: =

(5)(6)Public Policy and Management Dimension

= The planning committee of the city government
should do a well conceived strategic
development plan.

= The city government should listen to the voices
of the various stakeholders, to have a more
thorough public policies toward regional
redevelopment.

" Put concepts and ideas inte precise numeral
goals and plans for the sakeof public
supervision. e
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SMEs Strategies

to Develop Local Market:
OTOP Village Champion

By Nitnirun Suwannagate
Deputy Director General
Office of SMEs Promotion, Thailand

1 April 2008
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SMEs Promotion Strategies, 2007-2011

Sustainable Growth of SMEs
on knowledge-based basis

Productivity & Innovation

Dynamic & KB SMEs

I2

Create new Upgrade

Promote SMEs

) 3
entrepreneurs | productivity & in
& develop the | innovation in
capability of ' manufacturing
existing sector
entrepreneurs

Develop enabling factors and favorable business environment

SMEs ;
areas management

regional and
local areas




_SMEs Promotion Strategies, 2007-2011

. 5 Promote SMEs in regional and local areas

Direction:

1. Promote community and local products

2. Support cluster linkage to promote value chain in sub-sectors
with potentials

3. Support development of infrastructure to provide services to

SMEs in regions

4. Integrate and build networks of SMEs promotion in regions

(:2) Strategies to Promote Local Market

Targeted Sub-sectors

= Construction

= Office Appliances

= Transportation
Parts & Supplies

SMEs and LEs = Auto Parts
= Garment

Linkage = Restaurant
= Logistic

Strategy / Measure _ Approach

Public and Private
Sectors Linkage

Cultural / Local = Provincial Star OTOP

Industries = OTOP Village
Development Champion



Community OTOP Thai Wisdom OTOP
Producers with Commercialized OTOP

Commercialization Master Plan Tourism OTOP

Community
Producers Supplying Well-being Strategy
to Household Use

Preserve

Local Wisdom Marketing
- s

OTOP NEXT

Get Ord
Business S
Matching

(OTOP Select)

Management Infra Structure &
Integrated Basic Services &Y OTOP

il Development v 4
Service Plan Marketing NEXT

Promotion

Enabling Factor
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() OTOP Village Champion: OVC

{ |
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(2) OTOP Village Champion: OVC

Agricultural Tourism




(2 OTOP Village Champion: OVC

OVC Study Trip in OITA Prefecture

Dr. Morihiko Hiramatsu: the former Governor of OITA Prefecture

Yufuin / Beppu: the C|ty of Hotspnng Ajimu: the city of green tourism & homestay
—

(2) OTOP Village Champion: OVC

‘Woodcarving Village’
Ban Tawai is famous for furniture and woodcarving work shop.

Ban Don Kai Dee: Samut Sakhon

‘Benjarong Village’
Ban Don Kaidee is a centre for producing hand-painted pottery .




(=) OTOP Village Champion: OVC

Tourism Development

Promote entrepreneurship in local community

[ ' |
Strengthen local economy

>

Reinforce the community network






Asia-Pacific
Economic Cooperation

APEC High Level Meeting on
Driving SMEs’ Growth to Promote Local Development

Chinese Taipei, 31 March — 1 April 2008

Session 6

Building Partnership for
Local Development
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v “SMEs and Mes: Priorities & Actions”

The contribution of the SM Es to the eco nomic activity in Me xico is v ery
important, since they const itute a fun damental pillar for the creation of
jobs, economic growth and local and regional development.

In order to maximize the impact of the SME policies, the SME Fund,
operated by t he Under Ministry for Small and Medium Enterprises, had
been im plemented 13 str ategic pro grams grouped aro und 4 major
‘action routes’.

These programs aimed at making t he vast SME se ctor mor e efficient,
competitive and position SMEs in the local and global markets an d are
the core of the “integral economic policy for the development of SMEs”, a
key comp onentoft he Mexican g overnment strat egy towards an
innovation-based growth model which implies,to alarg ee xtent,
increasing SMEs’ productivity through technology and innovation.

Under this new innovation-oriented policies, the aut horities have rig htly
placed strong emphasis uponbu ildingac oherentinst itutional
infrastructure (collective e fficiencies), with a view to stimulating th e

>Todo un Movimiento para la Competitividad de las PYMES en México 3

v Current situation

SME’s Main Obstacles SME’s Main Demands
L L

- . . —O Not to hinder
~O Duplicity and Dispersion of O More Transparency and Efficiency

Support Programmes
—O Little Capacify of Management and 8@&2 e(rs ‘(J%r,;r,‘c’,}‘te{(‘,t the SMEs

o {AMDIPERY o Innovation and —Q@ Social justice

) —O Formality
—O PRRig0al Competition of Informal _© To Focus and not Duplicity
Sector ) —QO Multiplication of Resources
—O High Costs of Production —Q States, Municipalities and Private Sector
—O Financing —Q E%rgé@getg)gﬁd Agile Procedures of Attention

together in a single Venue

>Todo un Movimiento para la Competitividad de las PYMES en México 4



V Current situation

<ol
, Forthese Reasons we Should Move on | @

SECRETARIA
DE ECONOMIA

From: To:
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WV, The significance of the SMEs as Motive of Economic Growth
v

azas

The Context of the SMEs | @

—O Number of SMEs: 4,007,100 “
—O % of all frims: 99.8%
—O Contribution to employment: 72%

O Contribution to GDP:52%

=

14.9%

Source: ME - INEGI
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V Actions

2. The National System of Business Incubators
3. The Business Development Centres Network
4. Program for training and strengthening SME capabilities

-@ FinancCing access
5. The National SME Guarantee Program

6. The Na tional F inancial Extens ion

Program

7. The Capital for Development Schemes
-ORegional and sectoral productive

articulation
8. The National Net work of Productiv e

Articulation

_09 %he N{ég{é&” I%rgrgreatgw of Suppliers

10. Progra d 6é§&lg§%ﬁodﬁ&?lgram f%

é( a

Pr . -

127 Program for Commercial Missions

13. The PYMExporta Centres’ Network

>Todo un Movimiento para la Competitividad de las PYMES en México

-OCreation and strengthening of firms, innovation and technological @

development
1. The Program for Innovation and Technology on CORGRA “

\/ Objetive
A New Approach
“What you measure,
what you obtain”

SECRET
DE ECONOMIA

éwhat

-

-

azas

Eg

~

/

Reduce poverty
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v Priorities and Actions: 5 Segments with 5 Services of Overall Attention

wanas

SERVICES

SECRETARIA
£ EConOmMia

g,
Z%:E._«f‘

—@ Financing
—@ Training

“Tractoras”

“Gazelles”

Small and Mediums

SEGMENTS

Micro enterprises

E El EI E Ig —e Commercializati
KA RX S

RX X
E E E E E —e Management
KRR R

Entrepreneurs
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V Actions and Priorities

b

. i e
Natlonal and @
el - |

s

e

nt

£
Q
o
L O
= 3 >
953
o > 4
cC o o
w5 = O
£20=
00
90§
o=
=

Social Responsibility

Financing | Management §  Training
~Commercializatio™

Innovation
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V Integral board “México Emprende”

(s Fund of Tec
Innovation

gical

s Developmi
Distribution
Opportuniti

Suppliers,

Business

@ Business Accelerators
@ Innovation and Tecnological

© BrysionsRobI

@ National Financial Extension
BIRHGMBiing of Specialized
Financial Intermediaries

@ Consultancy and Training
OMP

V O
« Family Workshops
@ Quick Opening Systems

@ Guarantee Programmes 2007 @ Business Consultancy and

@ Integral Support
Programme for SMEs
(PiaPYME)

W] Elifsimggs Development

[*] Ereongtfgﬁ'lme for Exportable
[ %ramme for Integrated
@ FlRismes

, Diffusion and Lin

@ Programme for Business
Training and Modernization
(PROMQDE).

Promotio

& Capital Access (Investors
Club) + Seed Capital >
Entrepreneurial Club

ntrepreneuria

@ National System of Business
Incubators

>Todo un Movimiento para la Competitividad de las PYMES en México

Manufacturing Sectors
Attention Programme
FONAES (National
Programame for

Bradtetive Prajects)

AFOPRODE)
{F

To Analize

Mixed commission for the
Promotion of Exports

National System of Export
Guidance

Inter-secretarial Comission of
Industrial Policy

Capital Access (SME

option)

Exports Support Trust

Craft Design Programme

Job in your community
My Shop

My Workshop

Young Entrepreneurial

V business management

Pre"’éidém(:y%

SECRETARIA
DE ECONOMIA

0 Tolerance — 100% Solution
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Todo un Movimiento para la Competitividad de las
PYMES en México

SME LocAL DEVELOPMENT

> Todo un Movimiento para la Competitividad de las PYMES en México
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§Employment in your community

establishment of

companies seeker of

labour force in

marginalized communities
Objetives and the most

: ' unemployment.

-0 Regional development
—© Permanent employments
-0 Development of infrastructure
-0 Productive Strategic Projects
-© Take advantage of productive
vocations

>Todo un Movimiento para la Competitividad de las PYMES en México

~What it is? @
A Program to stimulate fhﬂ




YOne Village, One Product

l What it is?

-0 It's a movement that has the objective to
promote the regional development from the
use of the productive vocations of different
regions.

- Principle "Glokal". It promotes the
development of products for markets of export
respecting the local culture.

>Todo un Movimiento para la Competitividad de las PYMES en México 15
\Objectives
-0 To promote local development and the x@

generation of permanent quality jobs in places::
with less economic development.

-0 Advise Mexican micro-entrepreneurs in regional
products development with potential to
participate in international markets.

>Todo un Movimiento para la Competitividad de las PYMES en México 16



Otrategy

Proposal strategy

rrrrrrrrrr

o Application of the program in communities of “100

_o ldentify the potential communities to detonate viable
projects

-0 Offer technical and business training

-0 To develop entrepreneurs

-0 To promote associations

-0 Develop channels of marketing

>Todo un Movimiento para la Competitividad de las PYMES en México

municipalities with less human development rate (HDR)”

Y100 municipalities with less HDR

Veracruz 15




Yotential Products

Wood Alebrijes
Wool rugs
Mezcal

Black mud
Glazed crockel

Durango

Sotol
Melon
Oregano
Marble
Lechuguilla

Navyarit

Embroideries and
Bead Fabrics
Huichol handcrafts
Wood Furnitures
Jute Unravel

o Hibiscus flower (Flor de jamaica)
o Fabric handcrafts
O Leather balls

Yotential Products

Palm tree hats
Coffee
Vanilla .
Hibiscus flower (Flor de J
Talavera :
Chiapas
—0 Flower-growing
—0 Honey products
-0 Aquaculture
-0 Forest products
-0 Coffee




Todo un Movimiento para la Competitividad de las
PYMES en México

THANK YOU VERY MUCH FOR YOUR
KIND INVITATION AND ATENTION

MR. IVAN OrRNELAS Diaz
Director FOr INTERNATIONAL RELATIONS
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SMIDEC

FOOD PROCESSING
INDUSTRY IN MALAYSIA

OUTLINE OF PRESENTATION

*Basic Information
*Profile of SMEs
*SMEs in Food Processing Industry
*Drivers and Motivation
*Policy Measures
Institutional Support

& SMALL AND MEDIUM INDUSTRIES DEVELOP




BASIC INFORMATION

% SMALL AND MEDIUM INDUSTRIES DE

Basic Information

* Area: 330,252 sq. km.
* Population (mil.): 26.6 (2006), 27.2 (2007)
» Kuala Lumpur (mil): 1.6(2006), 1.6(2007)

Inflation (%)
Unemployment Rate (%)

Total Labour Force (mil.)

Employment by Sector (%)
Services
Manufacturing
Agriculture
Construction

Mining

& SMALL AND MEDIUM INDUSTRIES DE




Basic Information (cont.)

2007 2006
* GNP in Current Prices (US$ bil.) (As at 3rd March) 131.5 151.4
* GDP in Current Prices (US$ bil.) 186.1 156.1
» GDP per Capita (US$) in Current
Prices 6,6867.5 5859.1

2007 2006

* GDP Growth (%) 6.3 5.9

* Manufacturing 31 71

* Services 9.7 7.2

» Construction 4.6 -0.5

* Agriculture 2.2 5.2

* Mining 3.2 -0.4

<, SMALL AND MEDIUM INDUSTRIES DEVELC

Basic Information (cont.)

2007 2006
* Exports (US$ bil.) 176.0 160.6
* Imports (USS$ bil.) 146.8 1311
» Total Trade (US$ bil.) 322.8 291.6
» Trade Balance (US$ bil.) 29.2 29.5

& SMALL AND MEDIUM INDUSTRIES DEVELC




PROFILE OF SMEs

C SMALL AND MEDIUM INDUSTRIES |

Definition of SMEs

Manufacturing, Ma nufacturing Re lated
Services and Agro -based Industry %
Companies w ith an nual sales tu rnover n ot

exceeding RM25 millio n OR full time
employees not exceeding 150

Services, Primary Agriculture, Information And
Communication Technology (ICT)

’”””" Companies w ith an nual sales tu rnover n ot
exceeding RM5 million OR full time employees
. v not exceeding 50

N

c SMALL AND MEDIUM INDUSTRIES [




TOTAL ESTABLISHMENTS OF COMPANIES

BY SIZE
4,542
LARGE ‘ (0.8%)
12,694
MEDIUM (2.3%)
y = @ 4

100,561
SMALL (18.2%)
435,052
MICRO (78.7%)
Census of Establishments & Enterprises 2005 [[ TOTAL ESTABLISHMENTS: 552’849 ]l
DOS - Dec 2005

3y SMALL AND MEDIUM INDUSTRIES

DISTRIBUTION OF SMEs BY SECTOR

Agriculture

34,225

(6.2%) i ?

39,376
(7.2%)

Services
474,706
TOTAL SMEs : 548,307
(0)
Census of Establishments & Enterprises 2005 (86 ) 6 A))

DOS - Dec 2005
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STANDARDS

HACCP, GMP (Good
Manufacturing
Practices), and SOPs
(Sanitation Standard
Operating
Procedures)

Halal - focusing on
muslim market

CE marking or EU
standard - marine
products

C SMALL AND MEDIUM INDUSTRIES DE

CONTRIBUTION OF SMEs TO THE
ECONOMY

« SMEs establishments - 99.2%

micro enterprises - 80%

Employment for 5.6 million workers
Contribution to GDP - 32%
Contribution to total export - 19%

£ SMALL AND MEDIUM INDUSTRIES DEVELOPA




SMEs IN FOOD

PROCESSING INDUSTRY

Yy SMALL AND MEDIUM INDUSTRIES DEVELC

SMEs in Food Processing Industry

* Total establishments - 6,069
« SMEs - 5,925

* Products:

»Marine Products

> Livestock and Livestock Products
» Fruit and Vegetables

» Cocoa-based Products

» Cereal Products

» Convenience Foods

£ SMALL AND MEDIUM INDUSTRIES DEVELC




DRIVERS AND MOTIVATION

vy SMALL AND MEDIUM INDUSTRIES DEVEL

DRIVERS AND MOTIVATION

» Creation of Economic activities contributing to
household income

* Self Employment

* Growing Market
» Halal Market
> Middle East market
» Asian Market

c SMALL AND MEDIUM INDUSTRIES DEVEL




Growing Market

Halal Market

» value of Halal market estimated at USD547 billion a
year

* Muslim population is 1.79 billion, 28.4 per cent from the
world’s total population.

* Asian region total Muslim population is 1.3 billion, and
potential market of amounting USD 3.7 billion.

* Growth is supported by the expansion of consumers
including non-Muslims

SMALL AND MEDIUM INDUSTRIES DEVI

SMIDEC
-

Growing Market

Middle East Market

—Increase of disposable income
among the population

—Higher buying power.

—Similarity of taste for food product.

O
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Growing Market

ASEAN Market

* Population — 567 million

* Increase of disposable income among
the population

« Similarity of taste for food product.

» Effect from AFTA

F Y
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POLICY MEASURES
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POLICY MEASURES

1. Ninth Malaysia Plan, 2006-2010 (9MP)
O Strengthening Agriculture & Agro-based Industry

» New agriculture with focus on total value chain development:
v' To increase value added
v' Expanding agro-based activities

» Enhancing private sector and GLCs participation

» To be net exporter of food product

» Strengthen marketing and rolling out farm accreditation schemes and
product safety and standards

> ICT as enabler and biotechnology for wealth creation

> Developing agricultural & agro-based entrepreneurs as well as SMEs

&t SMALL AND MEDIUM INDUSTRIES DEVELC

POLICY MEASURES

U To address persistent socioeconomic inequalities
constructively & productively

» Eradicating hardcore poverty by 2010 as well
as reducing overall poverty

» Developing less developed regions through
regional growth centres

» Creating a new generation of competitive
rural entrepreneurs

& SMALL AND MEDIUM INDUSTRIES DEVELC




POLICY MEASURES

2. Third Industrial Master Plan (IMP3) (2006 — 2020)

+ expansion of food processing industry and diversified
towards making Malaysia a regional food production
and distribution hub

< particular emphasis on Halal foods.

« upgrading human resource, and technology,
enhancing R&D, undertaking the production and
export of high value added and niche products and
adopting quality standards.

vy SMALL AND MEDIUM INDUSTRIES DEVEL

POLICY MEASURES

To meet the targets, seven strategic thrusts have been

set

* Ensuring the availability of the raw materials

+ Expending and diversifying food processing activities
and promoting the growth of the targeted areas

* Enhancing the competitiveness of and increasing the
export of Malaysian food products in the regional and
international markets

* Intensifying R&D

» Strengthening human resource development (HRD)

« Strengthening the institutional support and delivery
system for further development and promotion of the
industry

SMALL AND MEDIUM INDUSTRIES DEVEL
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INSTITUTIONAL SUPPORT

*  Ministry of Entrepreneur and Co-operative
Development (MECD)

* Malaysian Agricultural and Development Institute
(MARDI)

*  Federal Agricultural Marketing Authority (FAMA)

* Small and Medium Industry Development
Corporation (SMIDEC)

C SMALL AND MEDIUM INDUSTRIES DEVEI

Institutional Support

1. Ministry of Entrepreneur and Co-operative Development

(MECD)

» One District One Industry Programme (SDSI)

developing and commercialising a product or service distinctive of a
particular district.

Adopt clustering method to mobilise and support the whole value
chain ranging from the supply of raw materials and production to
distribution and marketing.

Similar to OTOP (Thailand) & OVOP (Japan)

¢ SMALL AND MEDIUM INDUSTRIES DEVEI




Institutional Support

2. Malaysian Agricultural and Development Institute (MARDI)

MARDI responsible to conduct R&D in food processing
industry and its related support sub-sector (packaging,
machinery, etc.)

The major thrusts of research areas
Food Processing and Product Development
Food Science and Biotechnology

Food Packaging and Handling Food Safety

C SMALL AND MEDIUM INDUSTRIES DE)

Institutional Support

3. Federal Agricultural Marketing Authority (FAMA)

* Undertake supervision, coordination, regulation and improvement of the
marketing of agricultural products.

» organises marketing activities, set targets and product standards, monitor
performance, develop marketing strategies and tools

* Services available :
» Marketing Contract
» Development of Marketing Infrastructure
» Entrepreneur Development
» Market Control and Extension
» Marketing Information

» Branding Promotion

c SMALL AND MEDIUM INDUSTRIES DE)




Institutional Support

4. Small and Medium Industry Development Corporation

® promotes the development of SME in the
manufacturing and services sector.

® provides financial assistance and development
programmes to SME in accessing their markets,
financing, technological capabilities, information
and communication technologies and skill

training.

C SMALL AND MEDIUM INDUSTRIES DE!

(SMIDEC)

SMIDEC’s ASSISTANCE FOR SMEs

GLOBALLY
COMPETITIVE
High 4. Maturity Stage
E’ 3. Expansion
B o2
>
j=J .-
3
E _ 2.Growth
£ .
E 1. Start-up Stage
Low |
¢ 1 l ¢ Time
Assistance
provided 1. Start-up Stage 2. Growth 3. Expansion 4. Maturity

v SMALL AND MEDIUM INDUSTRIES DE

* Business start-up

+ Development and
Promotion of Halal
Product

* Enhancing Marketing =
Skills of SMEs

= Product & Process

Improvement

= Certification & Quality = Soft Loan for ICT

Management Systems
Skills Upgrading

= Market Development
= SLSMEs

= SLSMEs

= Enhancing Product «
Packaging

Adoption
= SEAP

= Market Development

= SLSMEs

= Soft Loan for

¢ SLSMEs

Market
Development

ICT Adoption




Financial Assistance By SMIDEC

« Matching Grant for Business Start-ups

Matching Grant for Product and Process
Improvement

Matching Grant for Certification and
Quality Management System

Matching Grant for Enhancing Product
Packaging

Matching Grant for Development and
Promotion of Halal Product

Yy SMALL AND MEDIUM INDUSTRIES

| Brahim’s |
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Partner Relationship Management

In Chinese Taipei Industries

- An example from the development of bicycle industry

by
Chin-Ho SU
c80. President
Corporate Synergy Development Center
2008. 04.01
e
QOutline

—. Background of C-S System
—.Whatis C-S System
=. The Bicycle Case of A-Team Project

Y. Concluding Remarks
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== — Background of C-S System

1.Challenges of Manufacturing Sector
export orientation development
strong SMEs - flexible & responsive

2.Competance Strengthening Policy
mergence - original approach
cooperation - right solution

CSDISU Strateglc Thlnklng

1. Network Size vs. Firm Size @

2. Inter-Firm vs. Intra-Firm Management

3. Co-opetition vs. Competition
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The C-S System is an industrial management program
that strengthens the SME dominated industries structure

What is C-S System

and renders its internationally competitive via the

formation of cooperative network, and the development

of mutual trust, through the development of

comprehensive assistance packages supported by the

government .

== TYPE I: Vertical Backward Linkage

o™

CF

Automobile Industry
Auto Company M

Piston
Company A
SF Clutch
Company B
SF
Press
Company bl

Oil Pump
Company C

SF

Forge
Company b2

Central firm - down-stream assembler whose components are provided by
upstream suppliers.
Satellite firm - company that provide parts directly to central firm.




@= TYPE Il : Vertical forward Linkage

Steel Wire Rod

CF

Company E

SF

Metal Material
Company S

Manual Tool (D1Y)
Company A

Shipbuilding
Company D

SF

Cutting
Company C

Steel Pipe
Company B

SF

SF

Central firm - Company that produces intermediate materials, and
provides them to downstream factories for processing.

Satellite firm -

Downstream companies that process materials received

from up- and midstream factories into final products.

A

C:Ss
CsD/suU

TYPE lll : Horizontal Linkage

CF

Specialized Trading Company P

Screw & Nuts

/

Screw & Nuts
Company A

SF

Screw & Nuts
Company C

Screw & Nuts
Company B

SF

SF

Central firm - Specialized trading company or turn-key project .
Satellite firm - Companies that process or manufacture orders from the center.
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==  TYPE |V: Co-Development Linkage

CF1 CF2
Bicycle Co. 1 Bicycle Co. 2
Fork ] Seat Gears Handle \ Frame
] Rim \ Brake Accessories \ | Hub \

« Integrate more than 2 C-S System as a Co-development network
» Use bicycle Industry as an example

C:Ss

=== Djagram of partner Relationship Management

f i Academiad
Supply Research

Chain
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=3 The state of Cluster Development

csoisy -WEF, Chinese Taipei remains world NO.1

] |
_ Scores Ranking Scores Ranking Scores Ranking

57 1 552 1 539 2
53 2 522 2 519 4
B - 3 419 31 438 21
51 4 4 7 515 6
50 5 49 5 442 18
49 6 494 6 263 92
49 7 478 10 274 78
48 8 468 14 44 20
T 9 506 4 483 14
48 10 490 8 445 17
48 11 507 3 533 3
a7 12 433 21 548 1
47 13 467 15 431 2
47 14 475 12 468 1
45 21 319 85 516 5
Sources: WEF ; C.E.P.D 11
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=. The Bicycle Case of

A-Team Project
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oot Origin of A-Team

4 Chinese Taipei was once the leading country of bicycle
exportation.

4 Industrial supply chain & relevant human sources are
well equipped and qualified.

% Annual exportation volumes dropped rapidly since 1998
4 Strong crisis-consciousness & Must change the trend.
Collective Needs+ Same Goal = A-Team
13
CsD/suU
Export Volumes of Chinese Taipei Bicycles
10,000 Thousand Units
Q:O(n _...§J§.2.1. ..... 8752 E.). ’_‘.‘.84 A9’388
6000 ' ) 8,807 7,783
7’000 e 7,534
6,000 \

4,219
4,000 [ oo 5|
3,000 A-Team S - -~
2,000 Established |EEm—

1,000

1993 | 1994 | 1995 1996 1997 1998 1999 | 2000 | 2001 2002 | 2003
—E—Volume| 8621 | 8,752 | 8,064 | 9484 | 8807 | 9388 | 7,783 | 7,534 | 4,796 | 4219 | 3,882
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e Migrations of Global Bike Supply Base

Europe (20 M bicycles)
US (15 M bicycles) 'B/R'&
(s

Y >

Chinese Taipei (10 M bicyc les)

Japan (9 M bicycles)

China (90 M bicycles)
Is TWN marginalized or disappeared??

15
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A-Team’s Mission

* Upgrading the competitiveness of bicycle
industry in Chinese Taipei, becoming the
global main providers in brilliant product and
service, including innovative value, quality
and design.

« Focusing on providing more creative
products and services, supplying the market
in fastest speed to open a new and high
value-added market. Ultimately, taking the
lead and becoming the creator of bicycle
industry’s future.

16




b r -
m Seat Post
Shin-Long G \
0 >

Crown Vast rake Lever& Gears Level

Jag wire

Accessories

Topeak Brake
Tektro

Wheel
Cheng-Shin/Kenda

Crank sets Pedal
Tien Hsin/TruVativ Wellgo Hub
VP Components Formula Engineering Inc.

Chain Fork Joy Tech
SR Suntour /RST

17
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Vision
Future of Cycling

Power of Partnership

Joining partners with same vision,
Cultivating TWN Industry, Value-Innovating,
Creating New Riding Life & Funs,
Making wonderful life, Having a healthy Earth,

18




—3

C-S3

= Strategic Thinking

Target Market

» Position: Global SBR (Specialty Bicycle Retailers)

* Chinese Taipei as a Core Region : Implementing joint efforts
from industry, government, academy and R&D facility, to
build excellent infrastructure(platform) for TWN bike
industry. Aligning with global famous companies to upgrade
product quality and supply chain level, resulting the cluster
effects and expended economy scale. Making Chinese Taipei a
key place of high-class bicycle supply and R&D base.

Strategy

"Differentiation_s —»Providing fresh, unique, high value-
added, high-quality fancy products, service and assurance.

19
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How A-Team

Quick

Response Service

Branding

20




A-team Pull Up the Development of
Chinese Taipei Bicycle Industrial

CsD/sU

In Million USD

_// i
12 200
/ — 180
10 — 160
,_,—0/4/\'/\ — 140

2
\}_././ N
] -/.\./—"\-\ — s
\ /\/ R

4

T — @l

Of Bicycles

40

20
—+—| Numbers of Export —m—  Average Price (USD)

u]
Year 1992 1993 1994 1995 199G 1997 199 1999 200 2001 2002 20\ M 20 2k 2007

Source : BOFT Information Center ; Chinese Taipei Bicycle Exporters’ Association ;

Industrial Technology Intelligence Services 2
csosu  Achievements- Exportation Growth (172
M 1,200 5M

1,000 /'/-\//:

' "( - 14
alue of Bicvcles Exported

800

/ 13

600 L
Volume of Bicycle exported 2
4m /
—/ / J 1
200
Volume of parts exported
usD$ o . . . . 0
2003 2004 2005 2006 2007
—* Vduesfor BikeExported —=Vauesof Parts Exported
“*~Volumeof Bicydeexported

Sources: The Bureau of Foreign Trade, TBEA
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=os  Achievements- Exportation Growth 2

Export 2003 2004 2005 2006 2007
Volume of
Bicycle 3,882,835 4,352,967| 4,607,287 4,062,740 4,752,345
exported
Values for Bike
582,973,185 722,789,360| 918,719,979| 839,412,156| 1,054,524,358
Exported
Average Sale 150 166 200 207 222
Price
Values of Parts| ., \>s 826| 284,588.453| 318,466,373 355349069 421292501
Exported
Sources: The Bureau of Foreign Trade, TBEA
23
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==  Performances of A-Team Bike Plants
In Last 3 years Unit - USD
Item 2005 2006 2007
GIANT
Chinese Taipei 332,806,914 270,540,763 329,231,836
Turnover
GIANT
Average Price 345 322 333
of Bike
MERIDA
Chinese Taipei 191,199,911 213,107,692 309,710,229
Turnover
MERIDA
Average Price 358 378 410
of Bike

24




&%  A-Team’s Preliminary Performances

1. Total exportation volume & average price increased.

2. Regain the confidence of industrial development -
with global competitiveness.

3. Reconsider the position of TWN Bicycle industry.
4. Built up partnership with Italia Colnago.

5. Transformation on President Shikano’s attitude:
rejection ., acceptation and admiration.

25

CcsDisu 4 COﬂClUdlng RemarkS

e Value up vs. Cost down

e Partners Cure

)
'(\
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o Strategic Thinking Readjustment

Global Competitiveness ~ f ( Value / Cost)

Past ( cost down )
reduce manufacturing cost
increase production efficiency

Now ( value up )

high value-added activity
networking capability

27

@ Partners Curve

Synergy
Effect

......... Up Stream

/ Supporting Chain
O Down Stream

RD Allianc Service Alliance

/< Supply Chain

Chain Activity
28
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Thank You

Name : Su, Chin-Ho
Email : 001@email.csd.org.tw
Tel : 02-2751-3468#8001

29




~Final Report~

“APEC High Level Meeting on Driving SMEs’ Growth to Promote
Local Development”

SMEs are the key players in local economy and also a key forc e to local
development. They can bring employment and prosperity to local communities,
and to some extent, they are also able to increase social cohesion and stability.
Against t his ba ckdrop, a | ocal environment cond ucive to SMEs’ g rowth is
needed in order to grasp the advantages brought by SMEs. As stated by
OECD, “Local stra tegies which integrate e conomic, social and labor market
aspects within a goo d governance framework are instrumental to sustainable
development rec onciling economic growth and soci al cohesion.” Th erefore,
SMESs’ contribution to local development depends on a good governance and
policy environment on the local level. Acknowledging the importance of SMEs
to local development, many other major international organizations, such as
OECD, have been actively explored this issue and have searched ways to
promote SMEs’ g rowth in the local context, while the development in APEC
still lags behind. The “APEC High Level Meeting on Driving SMEs’ Growth to
Promote Local Development” Meeting was held to address this issue.

The APEC High Level Meeting on Driving SME Growth to Promote Local

Development was held from March 31-April 1, 2008, at the Ambassador Hotel,
Kaohsiung, Chi nese Taipei a nd was attended by a bout 140 p articipants.
Representatives from APEC’s 17 memb er econ omies (Aus tralia; Bru nei
Darussalam; Canada; Chile; Hong Kong, China;Indonesia; Japan; Korea; Malaysia;
Mexico; Pa pua New G uinea; Pe ru; Sin gapore; Ch inese Ta ipei; Th ailand;
USA and Viet Nam), participant (ABAC ) and observers (OECD and Ma cao)
attended this m eeting. Other local p articipants had incl uded government
officials and representatives of the private sector which included scholars and
experts, firms, and industry associations.

The meeting was held in conjunction with the 26th APEC SMEWG meeting
with the theme on Driving SMEs’ Growth to Promote Local Development. The
meeting is a two-day meeting with 1.5-day seminar and 0.5-day field trip. The
final output of the meeting is the “APEC Best Practices Guidelines on Driving



SMEs’ Growth to Promote Local Development.” A local product exhibition was
also held during the meeting at the same venue.

The meeting invited experts from APEC member economies and OECD to
speak and share their opinions in the following sessions:

1. Local Development Strategies, Tools and Instruments;

2. Better Local Governance for SME Growth;

3. Promoting Local Innovation and Entrepreneurship;

4. Financial Support for Local SMEs;

5. SME Strategies to Develop Local Markets and

6. Building Partnership for Local Development.

Some of the discussion points are as follow:
1. Local Development Strategies, Tools and Instruments

The p rinciples for SME  development include: 1. Partnership: bu ild a
network of valued relationships and resources, and partnership with business
chambers, industry associations and market players; 2. Consultative: Consult
extensively with partners and market players when developing market based
solutions to address SMEs’ needs; 3. Self-help: adopt a self-help approach in
the delivery of gov ernment ser vicest o SMEs; 4. Cost-sharing: adopt a
cost-sharing arrangement between the private sectors and government

Traditionally, local economic development is top-down, the new tendency is
toward a bottom-up approach. Th e cit ies 0 r m unicipalities can design
community-based policy tools to increase the welfare of residents on the one
hand, and promote local economic development on the other hand. There are
a variety of tools that can reach this goal, such as the creation of the municipal
card, which are issued to contributors for city development, and implementing
new public construction initiatives that can also benefit SMEs.

Local problems require local solutions. The central authority should have a
subsidiary role, perfor ming onl y those tasks whi ch canno t b e pe rformed
effectively at a more immediate or local level.

2. Better Local Governance for SME Growth

Local government is already deeply involved in local business activity as
suppliers of infrastructure, tax collectors, and regulators of land, building, and



activities. With an increasing move toward decentralization and the devolution
of service delivery to lo cal authorities, the roles and responsibilities of lo cal
governments continue to increase.

Local g overnments n eed to s implify bureaucratic pr ocedures, crea te
regulatory certainty, en courage |l ocal business n etworks; support training to
meet mar ket de mands, sup port linkages with informal economy and p ursue
broadly supported actions.

Local governments should provide public services such as: 1. Infrastructure:
such as roads, waters, electricity, and public facilities; 2. Ad ministration and
Communication: population identity and permission, and information access; 3.
Social Economy and Culture.

3. Promoting Local Innovation and Entrepreneurship

Economies’ indust ry comp etitiveness is ofte n built u pon geographically
limited a gglomerations or clus ters. The se clu sters are im portanttoth e
development of entrepreneurship and innovation at the local level because of
the co ntribution th ey giv e to the creation o f a favo rable environment for
business interactions and resource sharing. Entre preneurship and innovation
are strengthe ned i n clusters by a host of factors: be tter access t o skilled
workers and competitive suppliers; access to specialized information; linkages
and complementarities b etween industries located at different stages of the
production chain; eased acc esstocred it and, especial ly importantfo r
knowledge-intensive industries, e quity fin ance; accessto pu blic goods
supplied as are sult ofthe large dem and o riginated by the cluster ( e.g.
vocational programs, specific infrastructure, etc.); etc.

Utilization of regional specialties is important for building foundation for the
self-reliant development of regional economies. A number of policy measures
are able to support independent efforts by regional SMEs such as support for
SMEs’ new products and service development and market cultivation outside
regions, su pport for fin ding out n ew businesses u tilizing re gional indu strial
resources, and support for enhancing regional industrial resources.

4. Financial Support for Local SMEs



The roles of financial institutions in assisting the development of SMEs are
varied in terms of t he stage of de velopment: founding stage, gr owth stage,
maturity stage, and transformation stage. Measures of helping SMEs acquired
financing and achieve sou nd management inc lude: worki ng with r elevant
consultancy agencies to help SMEs establish sound financial systems and
accounting syste ms; working wi thre levantagen ciesi n manag ement
consultancy toimpr ove SMESs’ pr oduction, pr oduct qu ality, mark eting
organization st ructure, in ternal con trol and IT. So me ec onomies h ave
established banks specialized in providing medium/long term credits to SMEs.

SME cred it gua rantee fundisa Iso a m echanism to p rovide financi al
support for local SMEs. The objectives of SME credit guarantee fund can be: 1.
Help SMEs se cure financing by offering credit guarantee; 2. Remove SMEs’
obstacle to lack o f collateral wh en a pplying for finance; 3. Enhance th e
financial institutions willingness to extend loans to SMEs; 4. Support related
assistance agencies to increase effect of SME assistance.

5. SME Strategies to Develop Local Markets

For most APEC economies, traditional craft industries play an im portant
role in defining the distinctive char acter of e ach regi on, and the y usually
originate from regional culture, which makes them indeed the “regional cultural
industries.” However, the changes along with economic development, such as
establishment of th e mass-pr oduction an d ma ss consum ption economy
system resulting from tech nological innovation, le ad tot he d ecline of the
traditional cra ft in dustries. To r evitalize the reg ional development, some
governments have begun to provide support for the employers when they hired
new craft people.

Strategies to promote local market could include:

1. public and private sectors linkage through government procurement;

2. SMEs and Les linkage through supply chain, su bcontractor, suppliers,
and franchise;

3.cultural/local industries development thr ough s pecial promotional
activities such as OTOP;

4 application of the program in communities with less human development
rate;

5. identify the potential communities to detonate viable projects;



6. offer technical and business training;
7. develop entrepreneurs;

8. promote associations; and

9. develop channels of marketing.

6. Building Partnership for Local Development

Local dev elopment is depen denton a large d egree on the p artnership
between public, business and non-governmental sector. The partnership not
only benefits community building, but also helps strengthen business operation.
The for mation of co operative network and th e d evelopment of mutual trust
through the development of compre hensive a ssistance p ackages su pported
by the government will increase local SMEs competitiveness.

Local d evelopment is a task required networki ng b etween stakeholders
with the same goal to pro mote local development, which include not only th e
actors on thelocal level. The core of this partn ership is a m echanismto
coordinate diff erent re sources and efforts from d ifferent st akeholders. An
intermediate or ganization or so me is necessary to take res ponsibility to
coordinate the joint efforts.

APEC Best Practice Guidelines-Driving SME Growth to Promote Local
Development

Given the comprehensiveness of the subject, the discussions help member
economies understand that SME p olicies and programs can a chieve b etter
outcomes if their design takes into account the view from the local level where
SMEs really operate. Well-crafted local strategies that cover economic, social
and labor aspects cre ate ag ood governance fra mework, whic h in tur n
increases the SMESs’ co ntribution to local development. D eriving f rom t he
seminar, th e ou tlined be st practice guidelines on d riving SME growth to
promote | ocal d evelopment also pa ve the way for cross-border coo peration
among member economies in the region.

1. Local Development Strategies, Tools and Instruments

® |n to day’s gl obalized econ omic env ironment, each local community is

facing different challenges deriving from the external environment. A “one



size fits all” policy designed at the central government level cannot hope
to resolve all p roblems across regions. Differentiated lo cal policies and
strategies drawn up and im plemented by local communities should be
promoted to closely reflect local conditions and allow for the interaction of
multiple local stakeholders.

Local problems require local solutions. The central authority should have
a subsidiary role, performing only those tasks which cannot be performed

effectively at a more immediate or local level.

Local d evelopment strate gy should ad opt a collaborative processt o
integrate all relevant efforts within the community. Policies and strategies
should be built upon the efficient utilization of local resources, including
natural, human, and cultural resources. Stakeholders in th e community

should work together to increase the value of their local resources.

SMEs play a ke yr ole inthe cre ationo f wealth and jobs and the
improvement of liv ing st andards in | ocal c ommunities. The growth of
SMEs depends o n lo cal busi ness-enabling conditions created by joint

efforts between SMEs, local governments, and community entities.

The elements ofa favorable business environment for SMEs i nclude:
availability o f capit al, in frastructure and fac ilities, the supply o f skilled
labor, education and training services, knowledge networks, availability of
business se rvices, the e xistence ofan in stitutional e nvironment
supporting locald evelopment, and the q uality of public sect or

management.

The conditions to draw a workable local development strategy include the
assessment of a commun ity’s strengths a nd we aknesses, i dentifying
opportunities for SM Es, reducing obstacles to business op eration, and
allowing local stakeholders to participate in the process. In particular, it
should em phasize sustain abled evelopmentan demplo vy

environmentally-friendly mechanisms.

A number of strategies a nd tools can b e empl oyed to pro mote lo cal
development: (1) Investing in infrastr ucture; (2) Providing incentives for

business inv estment; ( 3) Enco uraging the e stablishment of n ew
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businesses; (4) Developing industry clusters; (5) Developing partnerships
between stakeh olders; (5) Expa nding em ployment opp ortunities; (7 )
Providing t raining a nd co nsulting serv ices; (8) Building m icrofinance
institutions; (9) Strengthening environmental protection; (10) Promoting
corporate social responsibility; (11) Preserving cultural heritage; and (12)
Establishing local development institutions.

2. Better Local Governance for SME Growth

® |ocal governance is a process integrating all stakeholders, including local
governments, bu sinesses, non-profit orga nizations a nd residents, to
jointly manage local development. Stakeholders work to gether to create
formal and in formal frameworks or i nstitutions to enhance interactions
and regulate relationships. Flexibility is an important principle for these
frameworks and institutions. Frameworks and institutions should be able
to flexibly channel relevant concerns and interests into the process and

mobilize resources from communities.

® The e nhancement of lo cal governance ma y re quire t he b uildup of
specialized de velopment orga nizations, which are resp onsible for
coordinating all relevant stakeholders, and function as a communication
platform. These org anizations should end eavorto form a local
development network with the aims of efficiently allocating resources and
sharing knowledge and information. The operation and funding of these

organizations should be supported by local stakeholders.

® One of the core missions of the local governance entity is to draw up and
implement an overall development strategy. This process should start
with the setting of clear goals and investigation of local conditions. The
entity should also take sustainability into consideration at all stages of
planning and im plementation, to ensure a he althy e nvironment and a
good quality of life. The strategy should als o stipulate the div ision of
labor among st akeholders b ased o n theirr espective strengths an d

resources.

® \With the trend towards decentralization, local governments have come to

assume a more important role in local development. Local gov ernment



authorities should pr ovide guidance a nd assist ance for effective and
efficient implementation of the d evelopment strategy. Simplification and
deregulation of bureaucratic procedures should be an ongoing process
undertaken by | ocal g overnments to re duce b usinesses’ costs. Local
governments should also serve as a bridge b etween communities and

higher-level government authorities.
3. Promoting Local Innovation and Entrepreneurship

® Entrepreneurship pr ovides eco nomically d istressed areas with
opportunities to reinvigorate their econ omic cap acity and ef ficiently
allocate reso urces. Under t he n ew trends in ec onomic d evelopment,
entrepreneurship tri ggers comp etition and stirs in novation, res ulting in
economic g rowth, technological upgrading, jo b creation and welfare

improvement for local economies.

® | ocal re sources should be u tilized t o en courage business creatio nby
facilitating entre preneurs’ access to the in formation, kn owledge,
technology, ca pital, and human resourc es that are necess ary to the
success of their ventures. More importantly, local authorities should make

efforts to simplify administrative processes for new business start-up.

® The local innovation system is the fundamental mechanism for enhancing
innovation c apacity atthe local level. The main actors in t his s ystem
include | ocal governments, indu stries, research institutesa nd
universities. To strengthen the operation of th e local innovation system,
local a uthorities need to pr omote in dustry-university co llaboration by
providing incentives for joi nt v entures betwee n local b usinesses and
universities. The b uildup of b usiness incubators will also increase the

dissemination of knowledge within the innovation system.

® The formation of industrial clusters stimulates the establishment of new
businesses and attracts firms from outside the region, thereby boosting
industrial outp uta nd cre ating ne w job opport unities. Throu ghth e
interactions and resource s haringi n the n etwork, i nnovations and

technological improvements can be stimulated. Local authorities need to



build a favorable environment for industrial cluster development based on

local conditions.

4. Employment and Human Resources Development

® Employment polic ies are clos ely li nked toeco nomic dev elopment
strategies and social stability policies. They strongly reinforce each other,
and the success of one kind of policy depends heavily on the success of
the oth ers. T he in teraction elem ents in fluencing the su ccess of
employment po licy include how well this p olicy dovetails w ith ov erall
economic development strategy , the ex tentt o which itb uilds a
partnership network with othere conomican dsoci al service
organizations, and how the economic and social conditions influence the

flexibility of its implementation.

® SMEs and startups are main drivers of jo b cre ation at the local lev el.
Fostering SMEs  and st artups the refore ¢ onstitute ani mportant
component o f local emp loyment policy in many regions. To develop a
properly functioning SME a nd startup policy, local auth orities need to
include SMEs and startups in each step of the process of policy formation

and implementation.

® Establishment of local training organizations requires coordination among
businesses, experts, and universities. Inputs from businesses can help
ensure that the content of training correctly reflects state-of-the-art skills
and the nature of both current and future demand in the labor market.
Local authorities can offer incentives to stimulate vocational training, and
to encourage p articipation in such trai ning a ctivities by SMEs a nd
startups.

® Under globalization, the skills r ewarded by th e m arket ar e ¢ hanging
rapidly. The labor force should be flexible enough to adapt to changes.
Therefore, it is extremely important to foster workers’ capacity for learning

new sKkills, and for the transferring of skills to other industries.

5. Financial Support for Local SMEs

® A number of me chanisms based on different con ditions add ress SM Es



and micro-enterprises’ difficulties in accessing to finance. For financing
micro-enterprises, itus ually requirest he buil ding of micr ofinance
institutions and the provision of micro-credit to enable them to access to
finance. For startups, developing local networks of b usiness angels can
resolve some of the f inancial p roblems fa ced by them. Mu tual cre dit
guarantee associ ations and| ocal cre dit unio ns are a Iso suitable

institutional arrangements for smaller local markets.

® SME credit guarantee fund is a mechanism to provide financial support for
local SMEs. The o bjectives of an SME cre dit guarantee fund can be: 1.
To help SMEs secure financing by offering credit guarantees; 2. To help
SMEs overcome the difficulties that they e xperience when applying for
loans due to the inability to provide sufficient collateral; 3. To enhance
financial institutions’ willingness to extend loans to SMEs; 4. To support
other agencies’ efforts to expand their provision of assistance to SMEs.

® | ocal authorities can provide incentives and cooperate with different kinds
of fin ancial i nstitutionstosu pply ca pitalto lo cal SMEs and
micro-enterprises. Working with relevant local consultancy age ncies to
help SMEs establish sound financial and accounting systems constitutes
an important measure that local authorities can take to in crease SMESs’

capacity to access to finance.
6. Marketing Strategy for Local Products

® In many localities, marketing strategy is mainly concerned with how to sell
local specialty products, particularly local cultural goods. Traditional local
cultural industries may still be using outdated marketing methods, which
may cause these industries to go into decline. Policies to reinvigorate
local cultural industries by inno vative and modern marketing skills can
help them to regain market advantage. These policies also aim to prevent
businesses with cultural and historical value from disappearing due to the
impact of globalization.

® The products of local cultural industries are an expression of lo cal culture
and art, w hich are often attractive to foreign buyers and th erefore have

high ex port po tential. Nevertheless, most producersinlo cal cu ltural
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industries are micro-enterprises and have difficulties selling their products
overseas. The development of e-commerce is an i mportant strategy that
can help them to e xpand into overseas markets at relatively | ow co st.
Before this goal is achieved, the digital divide will need to be narrowed,
and additional Internet infrastructure may also need to be constructed.

® To overcome disadvantages of limited size and resources, local cultural
businesses ca n e mploy a num ber o f strategies to b uild co operative
relationships so that they can extend their market reach. These strategies
include m arketing partnerships with bu sinesses int he local cultural
industry, as we Il as oth er kinds of b usinesses that can benefit from
partnering wit h the industry. T hese p artners ca n work togeth ert o
establish an association or some form of network to jointly promote their
products. Local a uthorities and associ ations canla unch i nnovative
promotional activities such as OVOP/OTOP, to gai n wider exposure for

their products.
7. Building Partnerships for Local Development

® Local development depends to a large degree on a p artnership between
public a gencies, bus inesses and the non-government se ctor. This
partnership facilitates coordination and cooperation, b enefiting not only
community building, but also business operation. Local partners from the
private sector can help exploit lo cal op portunities and tailor policy and

strategy to local needs.

® The core of loca | partnership is a mechanism to co rrectly organize and
coordinate the different resources and e fforts of dif ferent stakeh olders.
Planning and implementation are carried out according to their respective
abilities and stre ngths. Dur ing this process, itis importantto form

cooperative networks and develop mutual trust.

® Dueto thelackofin stitutionalization, the pa rtnership for| ocal
development often suffers from instability. It is therefore suggested that
local governments should take the lead in the building of a more stable
and formal mechanism to help give the partnership an institutional basis

and the capacity to design and implement development plans.
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® The concept of the partnership for |ocal development is closely linked to
corporate socia | r esponsibility (CSR). In line with t he philosophy of
CSR, companies are willing to dedicate themselves to establishing local
partnerships, stre ngthening| ocal cap acity bui Iding, protecting
environment, and even contri buting fu nds fo rl ocal d evelopment.
Awareness of the importance of CSR amo ng business enterprises is an
important precondition for incorporating businesses into the partnership
for loc al d evelopment. Building this a wareness is an are a where local

government has a major role to play.

12



	Contents Page
	Opening Remarks
	Keynote Speeches
	Session 1 Local Development Strategies, Tools and Instruments
	Session 2 Better Local Governance for SME Growth
	Session 3 Promoting Local Innovation and Entrepreneurship
	Session 4 Financial Support for Local SMEs
	Session 5 SME Strategies to Develop Local Markets
	Session 6 Building Partnership for Local Development
	Final Report



