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Abstract

This study consists of three parts, with particular reference to normative and theoretical
observations rather than empirical findings. Because small and medium enterprises (SMEs) are
the backbone of South Korea's economy, it is necessary to analyze Korean SMEs policies.
First, the study finds the internal limits in crisis managements, which can be conceptualized as
policy confusion. Second, further attention needs to be paid to the institutionalization of the
crisis management mechanism of Korean SMEs. Third, this study analyzes the policy changes
SMEs have experienced in their industrial system, financial system, export system, and market
segments and so on. Based on the analysis, this research draws distinctive points by criticizing
the management process of Korean SMEs and provides some suggestions for future Korean
SMEs policies.
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<Table 1> Types and characteristics of policy changes
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policy maintenance
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policy innovation

Constructs
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<Table 2> Mixed confusion of policy according to the relationship between the policy goals and tools

tools
agreement disagreement
Godl agreement Design Switch
disagreement Drift Accumulation

% Source: Howlett, 2007.
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<Table 3> Classification of Small and Medium Enterprises Policy

Kinds of policy tools Tools of concrete
Stick Monopoly regulation, Fair trade crackdown, Forced integration business
Carrot Various loans, grants, variety of deductions, Medium Enterprises designated
Sermon Management consultant service, Start-up consulting, Education information
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<Table 4> Guideline for small and medium enterprises fund, handling key contents

Measures Main Contents
Secure funds for financing ~ Government-vested property other than financial capital income, Payment of
measures fertilizer, City funds societies

Small and medium-sized companies scrapping optional taxation, Direct tax on core
manufacturing cuts, Introduction of tax exemptions on internal reserve for the
corporation re-investment

Territorial cultivation Expanding military supply propulsion, Foundation of fiscal common counter, Unified

propulsion standards
Enacted laws and regulations Small and Medium Enterprise Cooperatives Act propulsion
Eie Expansion coverage of commercial bill, Sea-bome articles afferent inhibition,

Model factories

Taxation system improvement
and introduction of tax cuts

% Source: The Small and Medium Industry Bank, 1971.

olde] AL 167 olF v= dxrt F3tetaL, o= sl BA7E s@ delel wdel whel =3
A S Ao s AlfE A WtkLee, 1996). 5, AAl AAlE ARE FHd Amds sjadhs A
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<Table 5> Seungman Rhee administration objectives and tools of SME development policy

Measures Main Contents
Policy goal Small businesses emergency: Reduction of the financia problems
Department Treasury, Bank of Korea Monetary and Financial Committee, UNKRA
Policy confusion Design
Measures Detailed contents Goals match tools
Information - -
Regulation = =
2.5 billion Small business funding ceiling system: Loans (Lack of funds)
Policy
tools X

Economic tools o . " .
Guideline for production fund of household necessities: Loans (Monopolized

a large company)

Guideline for Small and Medium Enterprises fund, handling o
. Loans, tax concessions

% Notes: O(agreement), A(medium), x(disagreement)
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7140l ol ti7]dS TR o]FoMrta Bt 4 UrHAmsden, 1939). 4719 S494 3
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<Table 6> Transitional & Park Chung-hee government in the first phase objectives and tools of SME development policy

Measures Main Contents
Policy goal Export-oriented Small and Medium Enterprises
Department Ministry of Commerce, Industry and small bureau
Policy confusion Layering
Measures Detailed contents Goals match tools
Information - -
Formation of Small Businesses and business X
adjustment (Control purposes)
Sales ban on imports O
X
Regulation Small and medium business adjustment (A batting average of forced
adjustment)
Policy
tools i ) 3
Export as possible. contractor (Export oriented around large
businesses)
Export incentive subsidy
Loan facility funds and for the purchase of raw
Economic tools materials . ,
Export-oriented companies designated for the (Centering large companies)
Promotion

% Notes: O(agreement), A(medium), x(disagreement)
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4 Aglemd A&A9 A grge] Adrgen ABPHE Aow HokArt A% tr)qle)
REZY D oW WAR "ed 490l da B F471%09] BE8A] ololHen] FrIt Bit
g WA 2 g9lo] Fdrhn & & otk ol= <la) §% AlsE olFTxel BEY FAlE O
ool e oA W Aws 479 BAZ WANAT IR Bl 0@ 4354}
FHEYo] g AT, ABYREe] ARz e BE 7 £FEFAS oplalon]

<Table 7> Size and proportion of credit and shift to large companies, heavy and chemical fields(1975-1980)
(Unit: 10 Billion won, %)

1975 1976 1977 1978 1979 1980

Fund size 1,636 2,091 2,827 4,672 6,379 9,081

Private credit/policy funds 46.0 46.8 50.4 56.6 55.5 56.6
National investment funds 9.0 n/a n/a 14.9 15.4 15.1

¥ Source: Kim, 1992. 456p.

Tt AR AR Qe gRe] AT % AL 5 4
oA P AU vlAHstA 19739 FHIER} V)
§2 A Sk <Table 7>0llA Htol, AwtEas 1979d0] 1975°] 4w o], wgh
Gol de G WF2 460%°014 565%2 S7FetEem, BARE] e HUFAT e 1]
&2 00%1A 154%= S718lIT) o= wes] el ARggo] Solvhs v ffo] Ak Svle]
34 Slol Tatsteddt o] AREFA o] ool ol Frh(Kim, 1992).

d

<Table 8 Value added growth conglomerate's progression
(Unit: 10 Billion won, %)

1973 1975 1978 73~'78
Top 5 169 (3.2) 425 (4.3) 1,657 (7.2) 29.6
Top 10 246 (4.7) 638 (6.4) 2,223 (9.7) 27.5
Top 20 345 (6.5) 881 (8.9) 2,863 (12.4) 25.4
Top 46 477 (9.0) 1,111 (11.2) 3,493 (15.2) 22.3
1020 345 (6.5) 881 (8.9) 2,863 (12.4) 25.4
conglomerates
£ 49 132 (2.5) 230 (2.3) 630 (2.8) 12.3
conglomerates
GDP 5,275 (100) 9,952 (100) 23,030 (100) 10.3

Notes: A ratio obtained by parentheses in the ban on GDP
% Source: (Kim, 1992: 457).
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<Table 9> Restoration of the late President Park Chung—hee government objectives and tools of SME development policy

Measures Main Contents
Policy goal Affliated SMEs
Ministry of Commerce, Industry and small bureau, Small and Medium Industry Promotion
Department .
Corporation
Policy confusion Drift
Measures Detailed contents Goals match tools
Information Management consultant service O
Small merger -

(Modemization that planning is not sufficient)

X

Regulation Systematization of small businesses (Correction contract relationship inequality is
. not done)
Policy
tools O

Small and medium business adjustment (Excessive competition. the improvement of
coordination system)
Credit Guarantee Fund
c . Small and Medium Enterprises Promotion x
cgg;mc Fund ( The majority of Policy funding turned out to
Modemnization investment policy for be a chaebol)
financial support facility

Notes: Of(agreement), A(medium), x(disagreement)
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<Table 10> The amount of loans to the increase in domestic lending and SMEs
(Unit: Billion won)

Year Total loans(a) Loans for SMEs(b) b/a(%)
1970 1,594 457 28.7
1972 2,785 900 32.3
1974 3,895 1,502 38.6
1976 8,194 2,227 27.2
1978 19,200 5112 26.2
1980 32,266 10,058 31.2
1981 37,506 14,283 38.1
1982 42,708 12,724 29.8
1983 39,245 15,440 39.3
1984 38,286 15,251 39.2
1985 58,463 19,641 33.6

¥ Source: (http://www.bok.or.kr)
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Goals match tools
corporation)
(Abolition since 1985)

(Ineffective regulation)
(Giving an exclusive competence in a big

Main Contents
Protect and foster small and medium enterprises
Corporation
Drift

Ministry of Commerce, Industry and small bureau, Small and Medium Industry Promotion

Detailed contents
Management consultant service
Increased regulations
Insolvent companies
Large enterprise credit control
Policy Lending
Helping promising small businesses
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<Table 11> Chun Doo-hwan and Roh Tae-woo government objectives and tools of SME development policy
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<Table 12> R&D key indicators
(Unit: 10 Billion won, %)

R&D Investment

Ve R&D Investment (10 Billion) R&D Investment /GNP Private burden(%)
1992 4,989 2.06 82.4
1993 6,153 2.32 83.1
1994 7,895 2.60 84.1
1995 9,440 2.69 81.1
1996 10,878 2.81 78.0
1997 12,186 2.93 77.0

% Source: The Ministry of Science-Technology, Each year.
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<Table 13> Concentration in corporate investment in research and development

(Unit: %)
1992 1993 1994 1995 1996 1997
Top 5 30.1 31.0 33.8 34.6 32.3 36.0
Top 10 39.1 40.1 43.7 452 44.5 48.0
Top 20 49.8 51.7 54.4 575 56.5 59.4

Corporate spending on R&D 100 100 100 = = =

% Source: Industrial Technology Association, Each year.

<Table 14>} o] A 1993 6047HAE 30t AE ] A|GA7E 1997 ll= 8197174 Sofwtar
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A =) o]Zle] gk vhs w7RPAIRRE 2REe] S Axste ARG =t AgAE
of whdo] mlsgk dhapol] HEERL 3 23] A - AAA ke SN ARE TR
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<Table 14> Changes number of industry live number of conglomerates in affiliates and 30s

(Unit: Number)
1993 1994 1995 1996 1997
Number of affiliates 604 616 623 669 819
Number of affiliated companies 00.7 205 20.8 23 073
on average

Number of business category 18.83 19.07 18.53 18.84 19.83
¥ Source: (http://www.ftc.gokr).
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g FAANE Nt = AFESATARE] s}, AGARY FF Uil iRk AdE,
AR aefel gt olqFAT Aot INETAEHEALE 5 B A JTAAE AT
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<Table 15> Kim Young-sam's administration objectives and tools of SME development policy

Measures Main Contents
Policy goal Improve conditions for innovative SMEs
Ministry of Commerce, Industry and small bureau, Small and Medium Industry Promotion

D= Corporation, Small and Medium Business Administration
Policy confusion Drift
Measures Detailed contents Goals match tools
Information Management consultant service O
. X
B 2y BSHarT whqsg cgre SUEAESS, (Increased number of companies affiliated
Sector specialization .
with conglomerates)
Regulation 9
Fgggg Strengthen antitrust regulations (Insider transactions, immediate order to stop,
the exclusive right to accuse were flawed)
Industry and Energy to technology
Economic development X
tools Advanced industrial technology (Conglomerate—oriented environment )

development funding

Notes: Of(agreement), A(medium), x(disagreement)
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(Jang, 2005).
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<Table 16> New registration status, and exit of venture capital firms

(Unit: Nurriber)
1999 2000 2001 2002 08 | o zf‘l’rgf »

corrl:ls;ti):sr ﬁ;ted (;g%) : 504% (25%) (ﬂ%) (4?6?18) ( jgf;)
(Venture/Whole) ' : - : : .
Newnrfiister?tion 58 116 - 08 5 "
(VentureMhole) | B9 (46.4) (74.0) (66.9) (81.7) (70.0
Exit number of

it - - 0 00 58 0
(Venture/Whole)

¥ Source: SERI, 2004.
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<Table 17> Kim Dae-jung administration objectives and tools of SME development policy

Measures Main Contents
Policy goal Fostering competitiveness SMEs
Ministry of Commerce, Industry and small bureau, Small and Medium Industry Activation
Department o .
of venture capital firms committee
Policy confusion layering
Measures Detailed contents Goals match tools
) Management consultant service, Various
Information . . O
information
. ) o A
Regulation Venture capital market normalization
. (Target problem occurs, such as redundancy)
Policy
tools Start-up loans
Econormic Venture Firm Accumulation Center A
100lS designation system (Interagency competitive inefficiencies caused

R&D Investment
Tax assistance and credit guarantees

by excessive investment)

Notes: Of(agreement), A(medium), x(disagreement)
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thoollgh ofy] oS FEAAE 7 AT ATt viE TlEARAPE o2t & 4 9l

<Table 18> Roh Moo—hyun administration objectives and tools of SME development policy

Measures Main Contents
Policy goal Innovation driven by SMEs
et Ministry of Commerce, Industry and small bureau,
Small and Medium Industry Activation of venture capital firms committee
Policy confusion layering
Measures Detailed contents Goals match tools
. Management consultant service, Various
Information ) ! O
information, Patent
. Regulation = =
Policy .
100l Investment loans, Surety insurance A
Economic Human Resource Development . . . .
(Existence of various financial support,
tools R&D Investment

Start-up capital, Venture Certification buy detailed coordination was limited)

Notes: Of(agreement), A(medium), x(disagreement)
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