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Some parts of this presentation originally appeared in
seminars held in Loja, Ecuador on 25 August 2009 and in
Washington, D.C., U.S.A. on 18 September 2009
respectively.
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Why support SMEs?

ABecause SMEs are the vital e
growth.

3.1%

3,017,787 companies (99.9%)
with 10,884,650 employees (87.5%)

(Y2006)

99.9% 96.9%

| <
: i ‘ Small B Medium
0.1% Micro (88.5%)
Small (including micro) 96.9%
MW Laree Co's SMEs Medlum 31%
) (Y2006)
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Why support SMEs?

Number of firms Employees
SMEs % of total SMEs % of total

(thousand) firms (thousand) emp.

Korea (2006) 3,017 99.9 10,884 87.5

Japan (2004) 4,326 99.7 28,087 71.0
Taiwan

(2004) 1,164 97.8 7,553 77.2

U.S. (2002) 5,681 99.7 56,367 50.2

U.K. (2004) 4,277 99.9 12,868 58.5

Data source: Korea Small and Medium Business Administration, 2008




The Problems

Ve

A SMEs in general face resource constraints

Financial
access

Access to
Managerial
skills

Low invest
In R&D
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The Problems

Business environment is changing rapidly

Information and

_ knowledge based economy
Manufacturing economy

w/aried, diversified industry

wFixed, uniform industry characteristics characteristics

oClear demarcations among inglustrieg uDestruction and fusion

o YAUlIOGA2Ya FYR 0SAy3 I YWEdphdsizing mhblative

wManaging problems competency

wForecasting future addentifying potential problems

o he quantity oriented, fixed assets oriented uCreating future

management focus W dzYly 2NASYGSR WwazfaQ Yl
wCustomer satisfaction Focus

wCustomer inspiration through
the creation of human value



Easing the constraints for SMESs: The tool -kits used
In Korea

Financial
access

A The overall objective: To improve SMEs
MER] competitiveness domestically and globally
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SME support institutions

Local/regional
governments

Ministry of
Knowledge Economy
Korea Federation of Small

And Medium Business
(Kbi2



Change in the size of public procurement in Korea

An interim score card

(A) Ac uigi?"[i)ons Share of the

No. of Total public mgde from i acquisitions

Year public acquisitions SMEs (%) made from

agencies (in Billions (in Billions 0 SMEs

* in O

USD) USD) (B)/(A) in %
2001 79 66.7 41.8 - 62.6
2002 97 68.5 44.7 7.0 65.3
2003 97 74.2 46.9 4.9 63.1
2004 98 76.8 53.5 14.2 69.7
2005 98 83.2 56.9 6.3 68.4
2006 120 83.8 58.5 2.7 69.8
2007 163 92.0 63.0 7.7 68.4

* Rough estimate: KRW1,000/USD1.00
Data source: Korea Small and Medium Business Administration

ML RI

Market Economy Research Institute



Main clients of SMEs in the public procurement

programme

Central government

Regional
governments
Quasi-government
agencies

Special
corporations
Regional public
corporations

Total acquisition
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T h e

amount of public institu;ion

2001 2002 2003 2004 2005 2006 2007
uUSsD* % USD % USD % USD % USD % USD % USD %
16.7 40.1 178 398 192 411 199 371 201 353 228 39 248 394
149 355 161 36.1 174 371 197 36.7 21.8 383 18.7 32 158 251

5.8 14 55 124 6.5 13.8 7.8 14.6 9.1 16 108 185 19.2 305
44 104 53 11.7 3.2 6.8 3.5 6.5 4.5 7.9 4.4 7.5 2 32
- - - - 0.6 1.2 2.7 5.1 1.4 2.5 1.7 3 1.2 1.8
41.8 100 44.7 100 469 100 53.6 100 56.9 100 584 100 63 100

* Rough estimate: KRW1,000/USD1.00; Unit in billions USD
Data source: Korea Small and Medium Business Administration



Main clients of SMEs in the public procurement

programme (2007)

Central government

Regional governments

Quasi-government agencies

Special corporations

B Regional public corporations
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To OCreated mar ket s

International (Export)
Domestic: i.e. public procurement

To enhance SMEsd® mar’' To prevedthroautd compet it
thus to maintain an adequate price level
1. Targeted acquisition rate for SME

products 5. Competitive system by size of
2.Competition among SMEs acquisition
3.Direct acquisition of construction 6,Ascertaining SMEs O cap
The materials delivering of contracts
: 4. Production certification
public procurement
system for SMEs The Public
in Korea Procurement
To support System for SMEs To achieve the operational
innovative SMEs efficiency and effectiveness in

the public procurement system
7. Priority given to those products

which adopt new technologies
8. Quality certification, quality
insurance

9. Procurement center representative
10. The integrated public procurement
information system

11. The public procurement loan
programme for SMEs



And the private sector initiative?: Pooling resources

whereby making SMEs competitive

Co-operative brand

A Changing business environment poses opportunities and
challenges to SMEs.

A As on -line electronic commerce (e  -Business) has become one of
the major marketplaces, brand equity/image has also become a
force that shapes consumer behaviors.

A In this backdrop, brand equity has been accepted as a main
means to differentiate products and their quality.

A Implications? SMEs without brand power are not only losing in
the global level competition, but also having difficulties in
accessing markets.

A However, the promotion of brands, needless to say, requires a
quite large amount of investment.

A Risks are high until one brand becomes successful in the
marketplace.

A Hence, the co -op brand is the way of sharing risks associated
with the promotion of a brand.
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Change in the Number of Net Users in Korea

=== No. of users ("000) e INC. (%)

26,270

24,380
250% 19,040 I I

10,860
75.6%
90% l 28%

3,103

9 366 731 4

165.2%

fB% 4 7%

1994 1995 1996 1997 1998 1999 2000 2001 2002 2003

Data source: Korea Network Information Center, April 2004.
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Change in the Size of the Internet Market in Korea

2001 2002 2003 2004 2005 2006 2007 2008 2009** 2010**

Size of the Internet
shopping mall 3,347 6,030 7,055 7,850 9,252 10,796 12,626 14,589 16,696 18,917
(in USD mill.)*

Annual rate of

. 80.2% 17.0% 11.3% 17.8% 16.7% 17.0% 155% 14.4% 13.3%
increase/decrease

* Rough estimate: KRW1,000/USD1.00; ** This figure is an estimate
Data source: ETRII, 2004.
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The Net is revolutionising the channel of

distribution.

Francais | Login/Register | '« Cart | we Empty Cart ITIS/10/2008 11:27:42 AMIN Li
Buv} [(Jbanebe | Conventional Food - Bakery - Coffee - Dried Fruits - Herbs & Spices - Miscellaneous - Ready to Cook - Roasted Nuts | Desserts - Arabic Sweets - Confectionery

World Halawa - Jam | Gifts - Arabic Soap - Books & Magazines - Kids & Babywear - Luxury - T-Shirts | Music CDs - Fairuz - Rahbani - Various | DVDs - Arabic Movies | Gi
S S 1 s Lebanon - Packages - Send Flowers -

HAPPY RAMADAN .  ONLINE SHOPPING . worldwide delivery from Lebanon since 2000 . (24/7) phone: +961 3 602405

About Supplier Fafaat Hallal 1857

BAKLAVA MIXED CASHEWS (ORIENTAL SWEETS)

m Brand: Hallab Sweets (1881), Tripoli, Lebanon
M Baklava or Backlawa. Paste n ( lour, s : butter ghee, wheat starch, water, whole
salt, s ad with cashew S. : aklawa). V ht includ

milk powder, and

- Weight: 1 Kg. Price: $17.5 Qty: 1
— . Qty: 1 Kg. addtocart » add to cz

BAKLAWA MIXED (5 KGS SPECI-\L OFFER"
Brand: Hallab Sw (188

5 of 1 Kg f B: rom Hallab sweets, pistachio and cashew filling. Delicious treats ideal
for gifts, coc c -

Baklava are v s. Weight includes boxes.

ATk
Weight: 5 Kgs. Price: $130 Delivered (Cos

: 85 + Ship.: $45)

Qty: 1
THIS PRODUCT: PRICE INCLUDES SHIPPING WORLDWIDE! d «d | addtoc:
Qty: 1 addtocart »
Qty: 1
addtocart » BAKLAWA MIXED (A 10 I\GS SPECIAL OFFER)

Brand: Hallab Sw

1881), Tripoli, Lebanon

Great gifts from Lebanon.

f Goods: $168 + Ship.: $87)

Weight: 10 Kgs. Price: $255 Delivered (Cost o
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And the private sector initiative?: Pooling resources

whereby making SMEs competitive

Co-operative brand

A Co-op brand: the way of reducing risks and sharing costs

associated with marketing (i.e., product distribution).
A Meaning multiple producers (distributors may be included)
create/develop one single brand.

A And to formulate a complementary relationship among
participating SMEs, thereby enhancing their competitiveness.

A Implications? SMEs without brand power are not only losing in
the global level competition, but also having difficulties in
accessing markets.

A However, the promotion of brands, needless to say, require a
quite large amount of investment.

A Risks are high until one brand becomes successful in the
marketplace.

A The co -op brand is the way of sharing risks associated with
the promotion of a brand.
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And the private sector initiative?: Pooling resources
whereby making SMEs competitive

Caooperative Brands/Regional Brand

a1k T3 s




And the private sector initiative?: Pooling resources

whereby making SMEs competitive

Co-operative brand: The benefits

A Minimise costs for initial market entry

A Reduce costs for marketing communication

A Brand image can be enhanced through increased brand
exposure, as multiple produces promote and use a single brand.

A Partners can share the technology, customer  -base, market
information and others, whereby the standardisation of their
products can be achieved and the quality be improved.

A Agility and flexibility of SMEs enable SMEs to meet the changing
demands/preferences of customers in a timely manner.

A This in turn enables the brand to enter the market relatively fast
and easy; repositioning can also be prompt (Export is thus
relatively easy)

APrevent theoédtct@tcompetition among S
industry.

A Attain efficiency via economies of scale (even in purchasing)
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And the private sector initiative?: Pooling resources

whereby making SMEs competitive

Co-operative brand: The downside

A Disparity among partnering SMEs  fi the level of possessed
technology, human resources, management skills, etc A may
hinder the standardisation.
A This may make quality control difficult. As a result, brand equity
may be compromised.
A Conflicts may occur when determining the share of investment
and distributing profits in case the partner SMEs produce
identical products.
AMor al hazard r esulbrtiidn on gfor ane nad einfcrye a
jeopardise brand equity.
A Risk associate with the co -op brand is highvis -a-vi s 0si ngl e
branddo as a oDomino effectd may set

managing of the brand may lead to the failure of the entire co -0p
brand project)

A Because of multiple partners, prompt decision -making may not
be possible.
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And the private sector initiative?: Pooling resources
whereby making SMEs competitive

Co-operative Brand: The Supporting System and Procedure

Organization of

the representative firm Development Reimbursement
and the participating of the brand of development
firms (Brand developer) costs

{More than 5 SMEs) (SBC)
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And the private sector initiative?: Pooling resources

whereby making SMEs competitive

Integrated Contract Manufacturing and Services (ICSM):
A Conceptual Diagram

/

Crossfunctional family (CF)

e

* " Firm
Design/Engineering =

Firm Firm  Firm  Firm  Firm MarketmgSales

_“

Frocurement
i
Logistics — D

-W—m-

Customer Service
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And the private sector initiative?: Pooling resources

whereby making SMEs competitive

Integrated Contract Manufacturing and Services (ICSM):
Strategic Significance

Factors
of
competitiveness

Concentration
Qr core
- competency
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And the private sector initiative?: Pooling resources

whereby making SMEs competitive

Integrated Contract Manufacturing and Services (ICSM):
Global Motors

No. of Primary

CF members ~ Role Location
Empl 0y products
Global Motors 10 R&D, Assembly Electric Ansqn, Kyunggi
motorcycle Province
Daekyung Industry 10 parts : Vehicle frame Borygng, Sl
manufacturing Province
Dongjin INP 52 Parts . Charger Squn, Kyunggi
manufacturing Province
Saerim Logistics 35 Logistics Transportation Youngdeungpo, Seoul
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And the private sector initiative?: Pooling resources
whereby making SMEs competitive

Integrated Contract Manufacturing and Services (ICSM):
The ICSM Supporting System

5
th
for a t
t

Establl
of a




The Industry -Science (university) co -operation

Transferring
technology and
providing
educational
sessions

Identifying
demands and
needs

Providing Identifying
support policies demands and

including tax needs
reduction and
auditing
. _Govemm?nt Research results
(Ministry of Science < _ Research Institute
and Financial support
Technology)
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