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<Abstract>

Erharcing the Governiment Financial Assistance for
Srmall and Medivmn Sized Enterprises

1, Introduetion

Small to medium-—sized enterprises{SMEs) might be capable of sustaining local
pconomies and even driving the national economy when large firms  appesred
relatively uncompetitive internationally, But the high faillwe rate among SMEs
recently cast a shadow over the expectations that we have [n particular, at
izsue are the problems that SMEs face and must trv to overcome lack of access
to financial resources, lmited ability to provide benefits and cormpetitive wages
to ermploves and so on

Broad patterns of state and local govermrnents  assistance to SMEs ermphasize
finanieial assistance mest heavily, But the effectiveness of governments efforts
to assist SMEs has not been evaluated empirically, This study presents
emmpirically  based approaches to  evaluating the impact of  governmental
assistance woon SMEs, According to finding=, thiz study recommends policy

directions and strategies enhancing the government financial assistance to SMEs,

I. Study Method and the Sarmple

The analysis presented in this report is based on the swvey sampled the
directors or  accountants of 103 manafacturing companies  in ChungMam
county(00), The questionnaire used in the survey focused on the following:

To reveal traits of SMEs that received state and local governmments assistance,

To find out the sxtent which the recipients are satisfied with geoverrwnents’
finacial assistance,

To investigate whether the productivity of SMEs had changed with financial
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assistatce,

I, Findings

Most of companies responded that the business conditions were aggravated
becanse of the dullness of sales, And the companies are not likely to be
satisfied with govermrnents’ financial assistance, Of the corppanies, 2025 has
received state and local goverrmments’ assistance every vear, But relatively the
smnall firtns have received the financial assistance less then medivm—sized firmns,
This means the financial assistance is not equitable ameong firms,

The significant problems in providing loans to help SMEs were the requirements
of mortgage, the cormplex process of loans, the deficiency of assisting finance
and the irrational decision-—making criteris,

Frobakilistic regression equations are estimated to explain the determinants of
the effect of governmental assistance, Based on the findings, assistance might
be targeted to medivm-—sized firms,  skill-intensive SWEs, highly  productive
SME= and financially sound SMEs=s than cthers

Ernpirical evidence says that governments financial assistance had a significant
effect wpon production and management, Assisted companies responded  that
production and  wvalue—added have been incressed tmore than 284 with
governmments’ financial assistance, And thev reported mansgerment irmprovernents

in labeor force and guality control,

[Y¥, Policy Hecornmendations

The results reflect closely the overall themes in past research, And these results
reveal the problemns in govertmnents’ financial assistance, They include:

* The problemns of scale of assistance fund

* The problerns of evaluation criteria for assistance

* The problems of complexity of assistance process

* The problems of mortgage—tased loan
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Based on the results, we recormmend the following:

* To ke effective, provision of support for SMEs has to be very much available
at the local level Therefore the scale of assistance fund has to be increased bw
the decentralization of fund rmanagerment and the mobilization of regional/lecal
capital,

- When a state or local govermmmnent seels to assist the SMEs, it is most
effective that the assistance iz chamneled to growing, entrepreneurial  firms,
Therefore the evaluation criteria to select the favored recipient firtns might be
rationalized, and focused on the intensity of shkill, the soundness of finance and
the entrepreneurship,

- It iz the titning of governments’ assistance that have significantly effected the
cornpanies’  itwvestrnents, T herefore the assistance process might be clesr and
rninirnized

- Finally, the loan guarantee scheme might be developed to improve the
secwrity—tased loan, As a cost—effective tmeans of increasing bank lending to
SME=, any loan guarantee schermne should e operated v Hegional Credit
Corporations, with a lmited public subsidsy,
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