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» Internal and external influence

> Key determinants inside SME
< Leadership
People and Culture
QM
Product and Process
Knowledge and Information
Other Factors

Key Determinants behind the
Success Stories of Technology
Development in SME

Franz Gelbke > Innovation System

February 7th , 2012

The important role of policy and administration
The level of intervention and time

30 Determinants of a
National Innovation Systems

Promotion tools along the timeline
The impact after 30 years

Internal and external determinants for Key determine.mts inside SMEs:
innovation in SMEs. Leadershlp &

1

» Management fosters creative thinking and innovation

external internal in the company.
) ) m > Everyone in the organization is expected to come up
stimulating with new ideas. Management takes new ideas very
environment for seriously.
innovation

. . » The organization operates a suggestion scheme.
(innovation system)

Key determinants inside SMEs :

People and Culture &= =

People and culture

» The culture in this organization promotes change and

the structure of the organization facilitates change. To run a business in the global

economy means to NOT only

be fast, BUT the products and
processes must be flexibly

adaptable to global economy.

» Bonuses are paid according to the organization’s
performance.

Y

Overall, employees have access to all the resources
needed to get the job done.

The corporate culture plays an
important role in adapting
process.

» The organization is an enjoyable place to work.
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i
i People and culture

Only when the entire team
understands the rhythm and
the bear of the changes, the
business can be run safely.

-

Key determinants inside SMEs :

TQM (Total Quality Management)

» Total Quality Management program and Continuous
Improvement (CI) process.

» From a formal structural quality system to a quality
culture.

» Therefore, people need positive role models.

FERT gl m inenkh s 5 wak

i

The politics / administration should provide
good examples.
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Key determinants inside SMEs : Key determinants inside SMEs :
Product and process e Knowledge and information &

» Management places top priority on new products and processes. > Information/knowledge is effectively managed and used throughout
> Groups and teams are involved in developing new products and the organization.
services.
> We regularly compare our products and services with those of our > Efforts are made to share information/knowledge across the
competitors. organization.
» Customers are regularly involved in the development of new
products and services. > Information/knowledge from and about customers is effectively
» Everyone in the organization is expected to suggest ways to managed within the organization.
improve processes and procedures.
> This organization is investing to develop the capabilities it will > Active management of information/knowledge produces a range of
need in the future. business benefits.
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Key determinants inside SMEs : Key determinants inside SMEs :
Sources for Innovation = Other factors [

» Collaboration with other partners — cooperation culture

» Grants for promoting innovation received - stimulation

» Links with universities to support innovation

» Links with other group to support innovation

Internal and external determinants for
innovation in SMEs.

Elements to build
National / Regional Innovation System &

l Good governance /

law regulations

Education /
capacity building

external internal

stimulating Research and
i developmental
environment for institutions
innovation

(innovation system)

Financing
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Influence of Government in
National / Regional Innovation System

==

Research and
developmental
institutions

Financing

Infrastructure

Influence Government in the
National / Regional Innovation System

institutiolls

«frastructure

=S

Matrix of level and type of intervention
q
Level of 5 L
|Interv ks Micro Level Meso Level Macro Level
- PROGRAMS 5
Innovation - EDUCATION - INSTITUTIONS - INNOVATION POLICY l;
Capacity - TRAINING - FRAMEWORK - EDUCATION POLICY ]
CONDITIONS ']
- RESEARCH AND - R&D PROGRAMS g
- TECHNOLOGY POLICY
j=chneleay DEVELOPMENT - R8D INSTITUTIONS H
Production - PRODUCTION - MARKET INCENTIVE
- TRADE POLICY
Commer- - COMMERCIALIZATION ~ PROGRAMS SUBSIDY POLICY %
cialization = - DISTRIBUTION - PROMOTING BODIES  ~ ;
3

!

30 Determinants of a
National Innovation Systems

Programmatic Innovation
Support Level

Institutional
Innovation Support Level

Pol
Level

Technology Transfer

National Innovation
Pol

Regional Innovation
Pol
Ag

Technology Parks

Avplied R&D

4!
\\ Programmes
Clusters s

Training & Education !

Business Promotion I

licy
licies
Foresight R&D ymics Measures to Support
enda STl
Cluster Policy
Provi
lations

Incubators

Master Plans

Entrepreneurial
o Support
Innovation Friendly
et ETa el Cluster Development
Programmes

Innovation Capacity

Technology Promotion Tools:
Lesson Learnt from German History

N . Change the
Innovation and Business |,yentor Patent Law
Incubation Center, IGZ  4ng establish Patent Agencies
at the Universities

Foundation in Technology Transfer Zentrale )
Baden- Wirttemberg t‘tz-SH Gmbh merger with Economy—
| | . | |  Development new WTSH
Many states startet to built TT Services )
for SME | High Tech Strategy
. From BMBF
Federal Association of . )
Innovations Advisor

German innovation,
technology and Coupon (small grant)
business incubators frjm BMWI

name it innovation

=S

Start with first steps
for Technology Transfer

Build VDI/VDE/T
and BMBF grants for SME
T

Build Steinbeis

Grant for SME to|
Build web sites

combine wit) economy

Start with Technology

1970 1980 1990 2000 2010
growing internet
Thype o —— Cloud compiting
BioTechhype®——-9  \yireless services >
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R&D Investment 1981 to 2004
stimulation of private investment in R&D

& Locagoverment 15w

00‘ 15%

70%

24
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& References &

Int. J. Entrepreneurship and Innovation Management,
by Rodney McAdam, Vol. 8, No. 1, 2008

Innovation Audit, ttz-SH / WTSH, Kiel, Germany 2003

Terima kasih | Thank you | Danke

ANIS Indicator-Based Alalysis of National Innovation System,
VDI/VDE/IT January 2012.

Federal Report on Research and Innovation 2005 and 2010 / BMBF Germany

Business Technology Center — Network

Ministry of Research and Technology
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Technology
Development/Innovations

in SMEs » Technology Transfer Process
«»* Telemetry System: example

Franz Gelbke
February 7, 2012

+«+ Supplier of Technologies.

> Reflection

Understanding of R&D for SMEs : 1

Family handicraft business
Cluster development is required.
Basic knowledge on marketing, production process, quality, design
and tools building are needed.

Understanding of R&D for SMEs : 2-3

Mechanical production
LOW LEVEL

SMEs need basic knowledge on:
marketing  production process
quality construction

idea for new product (start development)

Electro-mechanical development
and production
MEDIUM LEVEL

SMEs need knowledge on:
optimized injection molds

develop components for microcomputer
training

training on computer simulation based

[ FEET O TTHT IR T PR T CR TTR T F T

Understanding of R&D for SMEs : 4

Advanced mechanical
development and application
of programmable controllers

SMEs need:

optimization of backing wheel
supported by “finite element analysis”
using remote maintenance (develop
telemetry system)

Types of R&D institute : 1

Vocational school (SMK):

Education
Training
Prototyping

——




Paper from "APEC Workshop on SME Access to Technology, April 2012", APEC#212-SM-01.1

Types of R&D institute : 2 Types of R&D institute : 3
_ . , _ N = L e i+ University
Polytechnic (University of applied science) % high education
Higher Education : process technology
Training simulation before prototyping
Prototype Center complex mathematic process optimization
A I L1 =y, — —
VNN,

SMEs development: The influence of R&D institutes on product and

They started doing R&D themselves and process development within SME depends on the

improved the quality and quantity over time & situation in the SME itself. &
SME R&D SME R&D

basic knowledge | Vocational Training

convince and
enable SMEs for R&D

|1

Batench oo loadenlisbagng coloadenbn] (Boeck oo lessdenbenkosnch o ool sdes o

The influence of R&D institutes on product and Instruments for Technology
process development within SME is depended on push and puII
the situation in the SME itself. & &

SME R&D R&D Institutions, For your consideration
Universities, (companies) Please write down the existing instruments for:

= Technology push (research results to the market)
= Technology pull (market demand)
Research resultg Give your comments, what do you think have to be
changed for a better efficiency.
Then add new instrument which you have in your mind.

basic knowledge | Vocational Training

Polytechnic Market demand oriented

convince and enable to
apply new technologies

Companies,
focus more on SMEs
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Technology Transfer
is different to product-selling.

research institute R w

1 product liability
— -
{ 3
I

I
idea | development Production and selling
i

1
<
1
1
'
'
|

-------

I

Technology Transfer Example:
Telemetry System (o

=

iRk

A
=
Actor and
Sensor

Service KSM
In Tangarang
Indonesia

[ FERT P RITATINE T PR PO AT I T

Telemetry System: Project result (1) &
Positive:

» The company employed one engineer for further development
and for technical marketing.

» BPPT staff has gained experiences to develop telemetry
system to work in the internet cloud.

Telemetry System: Project result (2) &
Negative:

» BPPT develop a product, which unfortunately did not fit the
demand from the company.

» The company does_not apply that research result into their
machines yet.

» From this experience, the company has not planned yet to
collaborate with any public research center anytime soon.

» No economy effects up to now and in the near future.

[ FERT PR P R T P EC T IR T

Telemetry System: Project result (3) &
Challenge:

The negative result has nothing to do with the knowledge of the
researcher (BPPT). They are very well educated.

» The Incentive program has to be adapted. For further
collaborative project, SMEs have to get the responsibility.

» Project process at research center shall be changed.

Suppliers of Technologies.

=S

SME R&D

basic knowledge | Vocational Training

Polytechnic




Paper from "APEC Workshop on SME Access to Technology, April 2012", APEC#212-SM-01.1

Suppliers of Technologies.

* SME R&D

\

basic knowledge | Vocational Training

Polytechnic v ounreo

. NS

Training

1970 1975 1980 1985 1990 1995 2000 2005 2010

Reflection e

Depending on the level of development of
SMEs, we need different institutions for R/D
and we need intermediaries as door opener

We often overestimate the importance of R&D
institutes in product / process development
in cooperation with SMEs.

In fact, it is < 5% that SMEs collaborate with
R&D institute/university.

[ PR RO P R T P EC T IR T
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Terima kasih | Thank you | Danke

Franz Gelbke

Business Technology Center — Network

Ministry of Research and Technology

BPPT Building 2, 6" floor | JL. MH. Thamrin No. 08 Jakarta — 10340
Phone: +62 21 3169903 | Fax. +62 21 39839719

gelbke@btc-network.com
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Small and medium-sized enterprises (SMEs)

SME Definition in Europe &

Enterprise Headcount Turnover
categor

medium-sized <250 <€ 50 million
small <50 < €10 million
micro <10 <€ 2 million
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A General Overview in Indonesia

Dr; Tatang-A. Taufik
Deputy Chairmah: PPTfor Technology Policy Assessment
Agency for the Assess|

Roundtable Discussion
Workshop on SMEs’ Access to Technology
APEC Project SME 06/2011A
Jakarta, February 7, 2012

OUTLINE

(il

OUTLINE

0 CTION
o SUGGESTIONS FOR FUTURE POLICY DIRECTION

o CONCLUDING REMARKS

GENERIC ROLES OF R&D INSTITUTES/UNIVERSITIES
IN SUPPORTING TECHNOLOGY DEVELOPMENT (INNOVATION) IN SMEs (1)

1. A productivity center, e.g. :
a. Use of university faculty or other research staff as advisors and consultants.
b.  Any form of funding connection on research to solve particular problems,
e.g. as a business development service provider.
2. Atalent pool, e.g.:
a. Adirect source of staff recruited at graduate or post-graduate level.
b. A source of start-ups by students or staff leaving directly from a university.
3. Providing knowledge/technology-based services, e.g. :
1. Asource of product ideas.

2. Provision of proven technologies (technolofy transfer).

4. Use of university/institute facilities and equipment, e.g. :
a. Prototyping center.
b.  Business incubation.

GENERIC ROLES OF R&D INSTITUTES/UNIVERSITIES

A GENERAL PHENOMENA IN INDONESIA

6.

7.

IN SUPPORTING TECHNOLOGY DEVELOPMENT (INNOVATION) IN SMEs (2)

Intermediary and networking, e.g. :

a. Facilitating access to information and other productive resources.
b. Facilitating to business partners and market.

Business and knowledge/technology intelligence, e.g. :

a. Business intelligence services.

b. Technology assessment.

A support to regulatory compliance and competitiveness
enhancement, e.g. :

1. Technology audit.

2. Provision of MSTQ (measurement, standardization, testing, quality).
Capacity building, e.g. :

a. Upgrading of the company’s human resources.

b. Knowledge sharing.

¢ Three essential roles of Indonesian universities (“Tri
Dharma Perguruan Tinggi”/Three Elements of Indonesian
Higher Education) : education, research and community
service.

Public/government R&D institutes :

— Technology related R&D activities are mostly carried out by
departmental/ministerial and non departmental/ministerial
R&D organizations at the central government

— R&D institutes at regional/local governments generally play
coordination roles with a more limited scope of activities
(services) in the regions.




OUTLINE

o SOME GENERAL FINDINGS
GERBANG

1D,
L ARA

RELATIVE STRENGTH
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« Selected Assessment : 10 Regions & 8 Sectors
* Most “comprehensive” study so far :

+ Contacted companies/institutions 451
« Interviews : 649
* Workshops 401
+ Contacted persons : 1,501

Source : PERISKOP Study (2001)

TECHNOLOGY SUPPLY SIDE

OF ELEMENTS OF REGIONAL INNOVATION

Strength of elements of
Innovation Systems

Above
Average

Around
Average

Below
Average

Source : PERISKOP Study (2001)

TECHNOLOGY SUPPLY SIDE

¢ Among limited roles are :
1. As atalent pool (especially for new/start-up companies)
2. Provision business & knowledge/technology intelligence

3. Supports to regulatory compliance (technology
assessment/audit)

4. Provision of proven technology & technology-based
services (with adequate technology readiness levels
required, a prompt service response, a clear & satisfying
IPR arrangements, an affordable business model)

5. Effective intermediary, e.g. as innovation centers for
technopreneurship development (incubators & business
development service providers)

¢ Public R&D institutes and some large universities
provide technology supports to SMEs, but the
activity outreach is generally still limited

* Most common & a relative easily accessed service :
capacity building of SMEs (trainings, knowledge/
information sharing)

TECHNOLOGY DEMAND SIDE (SMEs)

¢ Mostly based on natural resource abundance,
low knowledge content (low value added/
productivity)

¢ Limited economies of scale for service providing
organizations

¢ Limited ‘formal educational background’ &
absorptive capacity

* Lack of motivation toward continuous
improvement
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TECHNOLOGY/INNOVATION RELATED LINKAGES . OUTLINE

1. Institutional gaps & cultural gaps (between R&D
institutes/universities and SMEs)

2. Policy supports :
a. Individual — fragmented government policy measures

Limited adequacy of scope of government intervention @Eﬁ:@mfm

b.
c. “Rigid” government mechanisms/procedures (e.g., o SUGGESTIONS FOR FUTURE POLICY DIRECTION

government procurement, funding for innovation
initiatives)

d. Institutional support-related issues, e.g., risk financing
(lack of risk capital development)

Id

GENERAL SUGGESTIONS Z OUTLINE

¢ Innovation system approach to strengthen SME
competitiveness (through national flagship
programs)

* Needs more holistic & synergetic policy measures
. GERBANG

¢ Collaborative supports from key stakeholders @WE&S.TW

¢ National policy agenda with regional & industrial

“flavors” (customization) to support local specific 6
)
potential strenghts. -/

CLOSING o Zd @Wm

* R&D institutes/universities need to develop more Gerakan Membangun Sistem Inovasi, Daya Saing dan Kohesi
. . . . L. Sosial di seluruh Wilayah Nusantara
effective roles in supporting SMEs (serving existing SMEs, (National movement to develop innovation system,
T . competitiveness, and social cohesion through out the Country)
and initiating new/start-up companies as well)
* Systemic approach to strengthen innovation, technology ... in harmony we progress ...

transfer & diffusion, and learning process (that is

innovation system approach) needs to be the national Tha nK You

and regional consensus & movement

* More fOCUS on IOCaI SpeCiﬁC Strengths Deputiy Chairman ofDB'I-D;-'?lfa:)nrgT’:;:rﬁzlftiJkgy Policy Assessment

« Developing effective intermediary and networking role is B e o e e oot )
among the most important agenda to provide significant I . Thame 8 St 10340, INDONESIA
leverage for Indonesian SME competitiveness. Te'ﬁéifs(igi)ﬁ)lifgﬁg?"z

E-mail: tatang.taufik@bppt.go.id
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Tulus T.H.Tambunan

DEVELOPMENT OF MSMEs, THEIR
CONSTRAINTS AND MAIN SOURCES OF
TECHNOLOGY: THE INDONESIAN STORY

Center for Industry, SME and Business
Competition Studies, Trisakti University

* MAIN CHARACTERISTICS

PERFORMANCE

CURRENT CONSTRAINTS
COMPETITIVENESS

MAIN SOURCES OF TECHNOLOGY

© 2012
Aspect MEs SEs MEsS Aspect MIES SEs MEs
Fornality | operate ininformal | some operate informal  all operate in formel Natursf)f maiority Use some hired wage all hired wage
sector, sector, registered &pay  sector, registered & Jority Use wag 9
unregistered & taxes By taxes employment | unpaid family laborers laborers
¢ members -some have formal
. Pays o taxes . . recruitment system
Location | Majorityinrural | Manyin urban Mostly in urban Nature of | - degree of some use up-to-date many have high degree
areas/ villages areas/cities areas/cities production | mechanization machines of
L . process very low/mostly mechanization/access
Organization | - run.by theowner | -runby tm_u_/\ner -many t_ure manual to modern technology
& - no intemal labor | - no labor division professional managers, - level of
menagenent | division (mejority), -meny have labor technology very
-no formal -no formel managenent  division, formal low
managenent & and accounting system  organizational Market majority sell to -many sell to national -all sell to national
accounting system | (bookkeeping)(majority)  structure & formel orientation | local marketand ~ market and export market and many also
(bookkeeping) acoount-ting system for low-income -many serve also middle | export
(bookkeeping) consumers to high-income group | - _aII serve middle and
high-income
consumers
Aspect MIEs SEs MEs
Social & - low or - some have good - majority have good
economic uneducated education, and from education
profiles of - from poor non-poor households - many are from
owners households - many have wealthy families
- main motivation: | business/profit - main motivation:
ival tivati fit . . . . . .
surviva motivation profi Total enterprises by size category in all economic sectorsin Indonesia,
Sources of - majority use - some import raw - many use imported 2000-2009 (OOO units)
inputs local raw materials | materials raw materials Size category 2000 2004 2006 2009
and use own -some have access to - majority have access
money bank and other formal to formal credit MIEs & SEs 39,705 446844 | 48822.9 52,1235
credit institutions sources MEs 78.8 93.04 106.7 41.1
External - majority have no |- many have good - majority have good LEs 5.7 6.7 7.2 4.7
networks access to relations with access to government Total 30780.7 44,7841 | 48936.8 52769.3
government government and have programs : . : :
programs and no business linkages (such |- many have business
business linkages | as subcontracting) with | linkages with LEs
with LEs LEs (including (including MNCs/FDI)
MNCS/FDI).
Women ratio of female to | ratio of female to male | ratio of female to male
entrepreneurs [ male as as entrepreneurs is high | as entrepreneurs is low
entrepreneurs is
high




Paper from "APEC Workshop on SME Access to Technology, April 2012", APEC#212-SM-01.1

Structure of Enterprises by Size Category and
Sector in Indonesia, 2008 (units)*
MIEs SEs MEs LEs Total
- . . Agriculture 26,308 113 107 1677 24 | 26401111
Total Employrent by Size Category and Sector in Indonesia, 2008 (workers) (52.07) 21| @23 (559 (51.50)
MIEs SEs MEs LEs Total Mining 258 974 2107 260 80 261,421
; (05) (0.41) (0.66) (1.83) (0.51)
Agicultre AL7A93|  65780| 643%BL  229571| 42689635 Meanufacture 3,176 471 53,453 8,182 1309 | 3,239,420
Mining 501,120| 28762| 21581 78847 720310 627)| (1028) | (063) (29.94) (6.32)
Menufacture 7,853,435 1,145,066 | 1,464915 1898,674| 12362090 Elect, gas & water supply 10,75 551 315 15 11,747
Elect, gas & water supply 51583|  19917| 31086 54233 156,769 ) (0.02) 01| ©7m) (28 (0.02)
Congtruction 576,783 137,555 51757 31016 797.111 Construction 159 883 12,62 1,854 245 174,604
' y y y g (0.32) (2.43) (4.68) (5.60) (0.34)
Trade, hatel &resteurant 216885 1672351 | 472876 179895 | 24493 957 Track, hotel & restaurart ~ 14,3876% | 382084 | 20176 125 | 14,791,206
Trangoort &communication. 3,496,493 145336 | 111854 98,191 3851874 (28.38) (73.45) (50.88) (28.73) (28.85)
Finarce, rent & service 2,063,747 313921 279877 156,064 2813609 Transport & 3,186,181 17,40 1,424 319 | 3205344
Services 500,412 462,683 178311 49,723 5,787,129 communication.. (6.29) (3.35) (3.59) (7.30) (6.25)
Finarce, rent & sevice 970163 2337 3,973 5% 998,110
(1.91) (449) | (002 (1370 (1.95)
Total 83,647,711 | 3992,371] 3256188 2,716214| 93672484 Services 2149428 | 2755 | 179 197 | 2,178,046
(4.24) (5.29) (4.53) (451) (4.25)
Tatal 50,69765 | 520221 [ 39,657 4372 | 51,261,909
(ercentage) (100.00) | (100.00) | (100.00)  (100.00)
Labor Productivity of Enterprises by Size (RpAworker)
GDP Shares of MSMEs and LEs in Indonesia, 2005-2009 (%) 450000
80 X . 400000 = MIEESE
WMIEs WSEs WMEs WMSMEs mLEs 350000 A
60 200000 = LE
- £ 250000
E 40 :El 200000
E 150000
-
20 100000
S0000
0 o . ——
2005 2006 2007 2008 2009 2003 2006
Number of SEsand MIEs in the manufacturing industry
by main obstacles,2005
SEs MIEs Total
Have no serious obstacles 46,485 627,650 674,135
Average Incone per Worker inMIEs, SEsand MBS Have serious obstacles: 192,097 1,862,468 2,054,565
2006 (000 rupiah) -Lack or high prices of raw materials 20,362 400915 421,277
200 -Marketing difficulties 77,175 552,231 629,406
700 -Lack of capital 71,001 643,628 714,629
G0 -Transportation / digtribution obstacles 5,027 49,918 54,945
5 " -High price or short supply of energy 4,605 50,815 55,420
é ane -High labor cost 2,335 14,315 16,650
09 -Other main constrairts 11,592 150,646 162,238
200 Total 238,582 2,490,118 2,728,700
100
o
MIE SE ME MIE & SE
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Sources of Capital of MIES and SEs in the Manufacturing

Industry, 2005 (%6 of tatal sampled enterprises)

Education of the Owners of MSMEs inthe
Manufacturing Industry, 2006(%0)

Source of capital MIEs SEs
Own Money 8241 6885
Borrow 2.86 175
Ownmoney and borrow 1473 2940
Total 100.00 100.00

Level of Education Scale

MIE & SE ME MSME
Not completed primary education 12.20 7.97 16.09
Conpleted primary education 28.87 21.29 | 3130
Conpleted first level secondary education 23.04 19.58 | 2210
Conpleted second level secondary education 3042 37.54 | 2687
Completed Academic level education (D IA1/111) 1.9 353 144
University diploma 351 10.09 220
Total 100.00 100.00 | 100.00

MSME Competitiveness in Selected APEC Economies

China

Korea

Thailand

Japan

Malaysia

Singapore

Canada

Australia

Chinese Taipei

USA

Hongkong-China

L
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MAIN SOURCES OF TECHNOLOGY

-LEs
-Government
-University and R&D institutes

0 8 9
LEs
¢ Subcontracting activities between MSMEs and LEs are
weak Main Constraints in Starting and Conducting subcontracting

¢ Japan is the leading players in subcontracting with local
MSMEs (automotive; Toyota)

* No evidence showing strong cooperations in other
forms in R&D between MSMEs and LEs

¢ The main constraint facing potential local
subcontractors: lack of basic technology/knowhow

* Indonesian government has been trying to promote
subcontracting, but still unsatisfied

* Hard to get trust or confidence
* Company must be a legal entity

* Lack of skilled human resource

* Organization must be well developed with clear structure within the
company

Many costs during the tryout

Lack of information

Location of potential partner is far away

Must have minimum technical capability

Requirements (e.g. ISO 9001) are hard to be met

Heavy competition from other potential subcontractors

Difficulties in administrative procedures

Difficulties in reaching an agreement that secure “win-win Solution
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Necessary Steps to become a Subcontractor

e Your company must be known through e.g.
aggressive promotion of your products

¢ You must be able to show your business

capability

* First, you must be able to produce efficiently or
with cost competitiveness

You must have minimum required facilities in
place, including production space with necessary

Government

Existing government sponsored programs focus more on
financing

Transfer of technology to or Technology development in
MSMEs not clear/not explicitly stated in National policy on
MSMEs; neither in National policy on Technology

Problems of coordination between government technical
departments

production tools.

technology capability

¢ You must first improve first your human resource,
business organization and management and

* Lack of official staffs and uneven distributed by region

dealing explicitly with technology development in MSMEs

Number of Institutions and Assistance Programs
to Strengthen MSMEs, 1997-2003

Institutions Number of Number of assistance
institutions programs
Total Still continuing
Total %
Government institutions 13 388 127 32.7
Banking institutions 7 31 25 80.7
Private companies 10 12 12 100.0
Donor agencies 8 46 15 326
NGOs 20 109 79 725
Others 6 8 8 100.0
Total 64 594 266 44.8

The Proportion of Assistance Programs to Strengthen MIEs and SEs

based upon the Type of Activities and the Executing Institutions (%), 1997-2003

Gowemment  Banking Private Donor | NGOs Others

institutions  institutions companies  agencies
Capital assistarce 53 529 250 210 296 286
Training 211 137 222 190 290 214
Facilitation 113 9.8 194 7.6 287 0.0
Information 19 7.8 2.8 38 16 214
Facilities 162 2.0 5.6 86 10 0.0
Promotion 3.0 39 139 6.7 10 71
Dissemination/introduction 279 0.0 0.0 6.7 13 0.0
of new technology
Guidelines 43 0.0 0.0 0.0 0.7 0.0
Others 9.0 9.8 111 26.7 7.2 214
Total activities 531 51 36 105 307 14

Total

173
29
161
26
9.7
33
152

24
105

1044

Universities and R&D Institutions

* very few universities engaged actively in supporting
technology development in MSMEs

* No coordination among universities

¢ National policy on MSMEs does not mention specifically
about the need of strong coordination in technology
development between universities and MSMEs

e cooperation between universities and business community
is not an Indonesian culture like in Japan, US, and Korea
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2012.2

SMBA

. Contents
Republic of Korea
1 2
1
M SMEs performing R&D : 32,507 (10)
SMES with affiliated research canters : 20,659 (10)
<No. of SMEs that perform R&D> <No. of corporations with research centers>
22,449(20.8%) 20609
10808 I
1. The necessity of support for SMEs’ R&D 1 National R&D investmentin SMEs : $7.6 mil (19.6%)
2. The effect of technological innovation in SMEs Govemment's R&D InvesimentIn SMEs : $1.4 bll (12.0%)
National R&D <R&D investment by research agent> Government R&D
. s , Goverment
—re OO 4 .
"g”:‘:f 1 (©.0%) @2%) institutes.
\““%’ H twom
1
copomons i
o o |
s . T et
H ot
3 (24.8%) £

I. The need and effect of support for SMEs’ R&D

1. The necessity of support for SMEs’ R&D

I. The need and effect of support for SMEs’ R&D

2. The effect on technological innovation in SMEs

» SME : Primary agent for technological innovation
& Core of the national economy
- Agent for technological innovation : @ Progressive, @ Flexible,
© Fast adaptation to environmental changes

- Core of economy : 99.9% of Enterprises, 87.7% of Jobs

» Government’s support : Compensating market failure
and inducing private investment in R&D
- Market failure : Avoiding the risk of R&D
Swrtage of investment in R&D

- Inducing private investment in R&D
: Increasing productivity and inducing private investment in R&D

» Product innovation is positively related to the rate of increase in the sales and number
of employees of a corporation. (Roper, Freel)

» SMEs increase sales through technological innovation, while large corporations do so by
expanding their production scale. (Dr. Zoltan J. Acs)

» Innovation in manufacturing process, marketing and R&D is positively related to the
growth of an SME. (Heunks)

» The value of patents a corporation holds is positively related to the value of the
corporation . (Schencker and Swanson, Hall et al)

<Outcomes of SMBA's support for R&D>

™ (Commercial outcome) 601 mil Won (KRW) in sales were generated.

™ (Technological outcome) 0.5 cases of registration and certification of
Intellectual property were generated.

™ (Job creation outcome) 0.216 jobs were created.
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1. Outline of support projects
2. Budget
3. Outcomes

4.Problems

II.. The current status of SMBA’s support for R&D

1. Outline of support projects

Types of
I projects .
Developmental stages Types of research D stages | Areas of
of corporations performance of technology (Product - Manufacturing
(Startup - Innovation - (Independent - Industry- (Planning - R&D - process)
Global) Academy —Industry- Commercialization)
Research)
Scale of support Condition of Period of Royalty
support development
- - - -
- IS

2. Budget

1. The current status of SMBA’s support for R&D

1I. The current

3. Outcomes

atus of SMBAs support for R&D

W SMBA'’s budget for R&D : (‘09) $433 mil- ("10) $499 mil - ('11) $560 mil
* 2011 government budget for R&D : $13.2 bil (SMBA : 4.2%)
Technology development  Scale N0 ©f Industry-academy-research [, &
projects institute cooperation t || Grefses
= - : s
* Innovation of technology 209 959 .
AR i = Joint development 817 1,401
= Development of startup / 950 598 technology y
growth technology = Support for establishing 380 103
o e 81 affiliated research centers
. N = Technology development for
Purchase-conditional 530 310 application of research 200 114
development of new product Carn
| # Technology development i
70 23 = Support for sharing research
connected to overseas demand equipment 151 123
» Technology development .
with private-public oint 200 8 2:,‘1’:52;"9"‘ oft=nsibued 100 3
investment 4
oo = Development of
= Innovation of R&D planning 50 220 technological convergence 234 1M1
. o and combination
. of 15 10
IT convergence technology = Development of green 400 172
o manufacturing technology
Total(8subprojects) = 4006 2286 )
= i i Total (7 subprojects) 2282 2367

Per 100 mil won (KRW) of government funding.
& (Commercial outcome) 601 mil won (KRW) in sales
2 (T

0.5 cases of registration and certification of i

property

© (Job creation outcome) 0.216 jobs

© Supporting 15,000 SMEs for R&D

-> Increasing SMEs with R&D activities by 9% (from 2006 to 2010)
© Increasing total amount of R&D investments of SMEs by 13.9% (from 2006 to 2010)

© R&D funding from SMBA : Stepping stone for KOSDAQ registration

4. Problems

1. The current status of SMBA's support for R&D

1. The current status of SMBA’s support for R&D

4. Problem

M Technological level of Korean SMEs : 75% of the best in the world

™ Weakness in investment efficiency and commercialization capability

: Low ratio of &D commercialization

W SMEs’ productivity : 1/3 of big corporations

Technology level
(compared with advanced nations)

Success rate of

Growth ratio between big companies
d SMEs R&D Commercialization

3.8%
100% a% 42%
. 4%
80% 3% 5%
v 2% 41.6% v
80%  76% 75% 75% 2% %
41%
40% 1% 40%
4
'05 '07 '09 ‘05 ‘07 ‘09 '05 ‘07 ‘09
11

W Korean SMEs’ R&D investment

: Lower than the invesetment of advanced nations

* Scale of R&D : 1/10.5 of the US.S., 1/2.2 of Japan,
* R&D spending per capita: % of big corporations, 30% Shortage of technical workforce

Outsourcing

<Organization for R&D>

20650

Research centers  Dedicated dept.

33.75%

23.6%
‘ 17.1%

o
N o=
e L

| _teckelfunds Lackotresearchers _“TU TN ) information

10.2%

Other

experience

12




—

R&D expansion
Strategic support for R&D

Strengthening cooperative R&D

= 2P

. Shared prosperity & Protection of SMEs’ technology

R&D Commercialization

15

&

Advanced system of R&D management

13
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ILL. Direction of SMBA’s R&D policy

1. R&D expansion

m Support for SMEs’ R&D : Effectiveness of KOSBIR

m Expansion of funding for SMEs’ R&D
: Ratio of funding for SME's R&D (up to 6% by 2015)

(Unit: 10 bil won(KRW), %)

1487
1,364
1,234
192
170 184
3 S,
00 10 ™
= Govermentbudgetfor RED(A)
il Budgetfor SMESRAD(E)
= Ratioof budget o SVES"RED
(BIA)
\ A

ILL. Direction of SMBA’s R&D policy

2. Strategic support for R&D

o ising & ing the existing p
-> Presenting core technology appropriate for SMEs

© Finding promising RFPs by roadmap and project-finding committee

© Increased 2012 budget for ‘Convergent, Combined Technology
Development Project

© Approval Program for convergence projects

© "SME Support Center for Congergence and Combination’
: (2011) 7 centers - (2012) 11 centers

1. Direction of SMBA’s R&D policy
2. Strategic support for R&D

O Differentiated targets and goals of support projects

Technology- Technology- Technology-
based startups based startups based startups

« Startup technology -

« Future-leading project | =
development project 9 proj

« Green manufacturing
project

- Global corporations
project

© Fostering growth of SMEs in 17 promising areas

+ (17 areas) solar energy, wind energy, applied robotics, IT convergence, SW & contents, industrial
foundation, etc

© Supporting overseas expansion of green SMEs

1. Direction of SMBA’s R&D policy
2. Strategic support for R&D

ILL. Direction of SMBA’s R&D policy

3. Strengthening cooperative R&D

ealth care program for R.

© Providing quick evaluation and support based on R&D prescriptions
> Dividing projects into short-tarm projects and general
> Short-term Project : up to 9 months, and up to $44.500 of govemnment funding
> General Project : up to 1 year, and up to $89,000 of government funding

< Health care program: a program to promote and maintain sound
growth of a corporation by preventing a possible business erisis and
solving business problems in general.

© Industry institute ion

: Joint R&D with gt funded

© Industry-academy cooperation
: Support for technology development tailored to size and experience

© Operating ‘Platform for Technological Connection’
© Creation of departments dedicated to SMEs in research institutes

© Establishing ‘SME-affiliated Research Center Complex’ in universities
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ion of SMBA’s R&D policy

IIL. Direction of SMBA’s R&D policy
5. R&D Commercialization

4. Shared prosperity, and Protection of SMEs’ technology

© Private-public R&D cooperation fund to support development of new © Strengthening SMEs' capabilities for R&D planning

technology products
© Incentives to SMEs with good outcomes for future projects

ts for p!

O Participation of big and public instituti in proj;
conditional development of new products

of C ialization’ for

© *Financial Support Program for

© ‘Measures to protect and foster technological workforce of SMEs’ (11.8)
successful R&D projects

© ‘Technology Protection Center for Smes’ (11.3)
© Private investment and guarantee-based financial support for R&D

ILL. Direction of SMBA’s R&D policy

6. Advanced system of R&D management

© Unifying management systems for SMEs’ R&D

© Providing ‘online learning program’ on projects for SMEs' R&D
hank you.

o

© Raising faimess and professionalism of evaluation by an automatic
recommendation system

© Monitoring by ‘Point system and online management system’

©*Online purchase system’ for transparent management of R&D funding
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A Limited Overview on Indonesia

Dr; Tatang-A. Taufik

Deputy Chairmah.of BPPT for-Technology Policy Assessment

Agency for the Assess|

Seminar
SMEs’ Access to Technology
APEC Project SME 06/2011A
Jakarta, February 8, 2012

OUTLINE

0 ODUCTION
o FROM TECHNOLOGY POLICY TO INNOVATION POLICY

o SOME CURRENT INITIATIVES

-/o CONCLUDING REMARKS

(il

0> wwooveron |

SOME CURRENT CHALLENGES

INTRODUCTION

* Competitiveness enhancement is a shared
responsibility of the Central government (across the
sectoral and non sectoral institutions) and the
Regional/Local governments

¢ Enhancement of business (including SME)
competitiveness and technological development and
utilization (innovation), and diffusion is a shared
responsibility as well

¢ The achievement is unsatisfactory yet

Legal instruments are necessary, but not sufficient.

1. Unfavorable Regulations to 2. Not strong enough
Business and Innovation Innovation Resources

i - | .. S&TBudget to State Budget Ratio

Business permit refated . N ——
~ B ors T —

4. Low Innovation Culture 5. Weak Value Chain

3. Weak S&T and Industry
Interaction

S&T-Industry Linkage Score

6. Low Capacity to Global
Challenge

Patent Application (1991:2010) ] Ranking

e No| Country | S€7Ie17 {outof 142

P countries)
- 2010 [ 201 | 20m | zom1
— i 1 lsingapore| 53 | 53 | 10 10
_—— e 2 [Molaysia | 48 | 48 | 20 2
- . 3 [indonesia | 4.4 | a4 | 26 2
e . : 4fthaand | 41 | a1 | 37 36
- e 5 [philipines | 3.7 | 36 | 59 &7
conee - 6 Vienam | 34 | 31 | 76 | 101

o FROM TECHNOLOGY POLICY TO INNOVATION POLICY

GERBANG
IND,
MU ARA

/




INNOVATION & INNOVATION SYSTEM : A PERSPECTIVE
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INNOVATION SYSTEM : POLICY IMPLICATIONS

1. The views change on innovation :

QFrom “linear-sequential” perspectives (of “technology push” and
“demand pull” models) ® “market-driven” models : a system
perspective/approach of a dynamic and interactive-recursive
models.

QO From ‘technical’ views ® multidimension views (technical,
business/economic, socio-cultural, etc.)

2. Among some recent important trends, more attentions have been
given on:

= Interactions and roles of actors (e.g., the triple helix model);

= |ocal/regional dimensions, where social learning and social capital,
and other local specificities play as more and more determining
factors (e.g., regional/local innovation systems and industrial
clusters).

O From ‘market failure’ arguments ® + government failures &
systemic failures

O From a partial-fragmented policy setting ® a more holistic-
innovation policy framework

O From a shortsighted & single side policy measure design ® a more
longer term & comprehensive policy measure design

O From a top-down approach ® a more participatory approach
O From individual actions ® collaborative actions

0 Among policy implications, a more balanced attention on national
and regional contexts/dimensions of the innovation policy has been
increasingly acknowledged.

DEFINITIONS

Innovation : a renewal, resulted from social and creative
processes, which generate new socio-economic values.

Innovation System : a set (group) of actor (institutions
or productive activities) interacting systematically that
affect development and pace of innovation, its diffusion
(technology and good practices) and the associated
learning process (Taufik, 2008).

Keywords : INNOVATION , DIFFUSION dan LEARNING PROCESS

=References : Freeman (1987, “institutional network. . ”; Lundvall (1992, interacting
and interconnected amongst elements .. social system ); Nelson dan Rosenberg
(1983, group of actors .. .); Metcalf (1995, system that bring different instiutions
together ... ); OECD (1999, group of institutions . ..)

Innovation Policy : a set of coherent policies that give rise
to strengthening of the innovation system.

MARKET FAILURES AND SME INNOVATION

AN INNOVATION POLICY FRAMEWORK

Macroeconomic Policy

Education Policy Industrial Policy
* Knowledge and Skills * Investment
= Creativity = Taxation - Subsidy
= Professionalism * Incentives
= Entrepreneurship = Sectoral regulations

Regional Policy

Policy Innovation Policy

Industrial Progress and Development: Competitiveness,
Innovative Capacity, Rate of Diffusion, Learning,
Entrepreneurial Performance

Improvement of
9
/ Businesses \
Investment Development of
Development [ New Firms (NTEFs)

Example of
main focus of
the policies

SYSTEM FAILURES & SME INNOVATION (1)

pe of Failure Nature of Failure Potential local policy
actions

Information failure Barriers to flow of i ion on i i ion of networks &
opps. Lead to missing markets & constraints | partnerships. Public support to
for SMEs in obtaining finance, partners, etc. SME research projects

Public goods Undersupply of non rival goods & non Public policy of basic innovation

goods that tribute to SME i locally

innovation — e.g. university research

Externalities Undersupply of activities that benefit others in | Direct public support for SME
addition to producers — e.g. training of highly | research projects for training of
skilled labour; reduced incentives to SME highly skilled labour in local
innovation specialisms

Monopolies Incumbent firms restrict entry through “Second best” policies supporting
branding & other behaviour, constraining SMEs in order to “level the
ability of innovative, new & small firms to playing field". Support of new firm
enter market & compete entry in local sector specialsims.

Indivisibilities Indivisible cost in creating knowledge. If Public funding of public & private
marginal cost pricing is used fixed cost is research projects with
irrecoverable, constraining production of Potential spin offs for SMEs
knowledge by SMES & others

Source: OECD (2005)

Type of Failure Nature of Failure Potential Local policy action
Infrastructure Underinvestment in local Incentives for private or public
Provision infrastructure with which firms communications & knowledge transfer
interact — e.g. communications infrastructures
infrastructure
Transition & lock | Firms & localities are highly capable | Incentives for technological activities that
in failures in their own technological areas but | broaden firm & organisational capabilities
in related ones. Unable to switch & nurturing of emerging systems
from existing technologies
Institutional Institutional & regulatory context has | Monitoring & adjusting local institutions &
failures unexpected negative impact regulations

Learning failures | Firms may not be able to learn
rapidly & effectively

Developing firm capabilities through
human capital programmes, support for
R&D 7 technology dissemination policies.
Opening channels to knowledge sources

Source: OECD (2005), Lundvall & Borras (1997).
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SYSTEM FAILURES & SME INNOVATION (2) prr g CHALLENGES FOR PARADIGM SHIFTS IN INDONESIA
Type of Failure Nature of Failure Potential Local policy action A MOStIy based on natural resource abundance, IOW
Suboptimal Local innovation concentrations may Using public procurement & funding to knowledge content VS. More knoWIedge‘baSed,
halanf:e bet. work too much on exploitation & not support exploration, introducing diversity in . . . L.
exploitation & enough on exploration (or vice versa) industry by supporting new & small firms; nn OVatlon, e ntre p reneuri al act|v|t| es
exploration supporting variety through dissemination of
codified information . “« . ”
Subopimal o . ooiies £ ume * Conventional, “business as usual” vs. Breaktrough
balance bet. have too rapid selection whereby industrial & technological policies to . . ..
ion & variety ing firms close, & too little | support new firms carrying potentially . Sectoral - pa rtlal VS. SyStemlC - hOllStICS
variety, in terms of firms & activities promising technologies ( or weaken
R N - - licies & limit £ industrial .. .
f:crmgﬁ)gies &lechnuIogizgllﬁ:ﬁeie;?h:;fnion;irﬁs . ° |nd|V|dUa| - fragmentEd government pOIle
that are likely to fail) _

Appropriability Too stringent appropriability may limit Encouraging local knowledge transfers measures vs. I ntegrated COh € rent
traps spread of knowledge within innovation

system * etc... .
< ties | The approp may of R&D networks; industry Need a collaborative framework as a common
failures ot be present in loca y & bridging systems platform to develop/strengthen coherent and

system . .. . .

& synergetic policies and design their implementable

Source: OECD (2005), Lundvall & Borras (1997). actions and measurable targets/achievements.

BPPT POSITION : A SIMPLIFIED COMPARISON OUTLINE
o <
] o 3 o > c D
= 3 ) & 3
: B E = : 5 8 5§
g s 38 8 & 2 R g
Policy Design M M M n n n “
Program Design
L L Rt
B NUSANTARA
Program ] = || g o SOME CURRENT INITIATIVES
Management = %) = P
g 2 g @ 3 g = /
= 2
i B2 5]|3] |5
Program SEI 33 g g
Administration TER 7} i} -/
Source : Amold, et al. (2004, 2003).
M = Ministry responsible on S&T and/or innovation policies

INNOVATION SYSTEM AS NATIONAL COMMITMENT

‘NEW’ PARADIGM : KNOWLEDGE-BASED DEVELOPMENT

QoL/Wealth, Self Reliance &

* PERISKOP study - 2001, BMBF — MRT Civilization
* BPPT study since 2004 Knowledge Economy Knowledge Society

¢ Long Term Development Plan 2005 — 2025 (incudes
strengthening the National Innovation System/NIS to support
knowledge-based economy development)

* National Coordination Meeting on Research and Technology,
2008

* Medium Term Development Plan, 2009-2014

nrjovation System

* National Innovation Committee , along with National
Economic Committee, 2010

* Master Plan for the Acceleration and Extention of the

Indonesian Economic Development (MP3El), 2011.

Universal Trends and Challenges

Network
Economy

Local Factors

Economy
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TO STRENGTHEN INNOVATION SYSTEM
IN INDONESIA

Innovation Policy Framework : The Hexagon

®

1. Develop conducive general framework/conditions for inovation and
business.

2. Strengthen knowledge institutions and S&T supports, and enhance
absorptive capacity of industry (esp. SMEs).

3. Develop synergetic collaboration for innovation and its diffusion, and
increase knowledge-/technology-based services.

4. Foster innovation culture.

5. Develop and strengthen integrated efforts of innovation system and
industrial cluster development (at the national and regional levels).

6. Develop and adapt strategic responses to global changes and
challanges.

National Coordination Meeting on Research and Technology, (2008)

THE INNOVATION POLICY FRAMEWORK AND THE STRATEGIC INITIATIVES

ON STRENGTHENING THE NATIONAL INNOVATION SYSTEM

Strategic X i
) Initiatives | Ris Industrial {Innovation : o io | Thematic

Innovation Cluster | Network i ® Pilars

Policy Framework
G rormework Condions L ] [ ] o L] )
@ Intatons, ST Support, Absorptve Cap. ® o) () ] o
@ Interactions, Techno-based Services o) ) ) (o) (o]
@B ovaion cuture ) (o) o ) o
Qb Imesration,Conerence ° ) o e} ®
@ Mo G veicopment P . . . .

Academic Draft of White Paper on the of the National ion System

INDONESIA INNOVATION AWARDS 2011
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STRATEGIC INITIATIVES

Business

Theme
Strategic } . lnnuvatia‘n n;:;:/" economy
Goals
4 TECHNOPRENEUR DEVELOPMENT
% DEVELOPMENTOF STRENGTHENING I =
Stff’““jgic > TECHNO-INDUSTRIAL REGIONAL INNOVATION :;'E‘:ﬁlr::m
Initiatives

INNOVATION SYSTEM I SYSTEM

3 DEVELOPMENT OF INNOVATION NETWORK

Basic }

Principles COHERENCY, INTEGRATED POLICY AND COLLABORATION

Academic Draft of White Paper on the Strengthening of the National Innovation System

RIS COORDINATION FORUM 2011

=

SOME REGIONAL INNOVATION SYSTEM PROJECTS (2011)

o SID Provinsi <

SID Kawasan Khusus % Percontohan SID Otonom

M Kabupaten Kep. Anambas Kab. Pelalawan PR Kab. Gresik
Kabupaten Kapuas Hulu Kab. WayKanan i

Bl Provinsi Jambi e e
Bl Provinsi sumsel Kota Pekalongan
[l Provinsi satim B xota Surakarta
IRl Provinsi Bali A b Tegal

Kab. Banyumas
Hl kota Semarang
Bl kab. Gunungkidul
[ kab. Bantul
Kab. Madiun
g Kab. Trenggalek

. Kab. Blitar

Provinsi Kalimantan Barat
[Ell Provinsi sulawesi Selatan
Bl Provinsi Papua

Koridor
Kalimantan

Koridor Jawa

Status per Januari 2012




THE INNOVATION POLICY FRAMEWORK AND THE STRATEGIC INITIATIVES
ON STRENGTHENING THE NATIONAL INNOVATION SYSTEM
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GENERAL ISSUES (RELATED TO SMEs)

Strategic

) Initiatives Industrial {Innovation : o i Thematic
Innovation ) RIS Cluster | Network P i Pilars

Policy Framework .

Farmework Conditions

Institutions, S&T Support, Absorptive Cap.

Interactions, Techno-based Services

Innovation Culture

Integration, Coherence.

Aligntment to Global Development

TRREER
[ BT B BOR BY )
[ B BOR{ BIoRY )
® 00 ®@®: O
@00 00:0
® ®@ 0 00:®

Academic Draft of White Paper on the ing of the National ion System

TECHNOLOGY SUPPLY SIDE

The silent majority of business actors (SMEs) ~
Limited ‘technological capacity’ of existing SMEs

¢ Low innovative entrepreneurial activities (number
of entrepreneurs = 0.26%)

Limited role of intermediaries (e.g., estimated
business incubators = 50; members of Indonesian
Business Incubator Association/AIBI = 24)

Lack of effective government supports
(consistency).

TECHNOLOGY SUPPLY SIDE

¢ Public R&D institutes and some large universities
provide technology supports to SMEs, but the
activity outreach is generally still limited

* Most common & a relative easily accessed service :

capacity building of SMEs (trainings, knowledge/
information sharing)

TECHNOLOGY DEMAND SIDE (SMEs)

¢ Among limited roles are :
1. As atalent pool (especially for new/start-up companies)
2. Provision business & knowledge/technology intelligence

3. Supports to regulatory compliance (technology
assessment/audit)

4. Provision of proven technology & technology-based
services (with adequate technology readiness levels
required, a prompt service response, a clear & satisfying
IPR arrangements, an affordable business model)

5. Effective intermediary, e.g. As innovation centers for
technopreneurship development (incubators & business
development service providers)

TECHNOLOGY/INNOVATION RELATED LINKAGES

¢ Mostly based on natural resource abundance,
low knowledge content (low value added/
productivity)

¢ Limited economies of scale for service providing
organizations

¢ Limited ‘formal educational background’ &
absorptive capacity

* Lack of motivation toward continuous
improvement

1. Institutional gaps & cultural gaps (between R&D
institutes/universities and SMEs)

2. Policy supports :
a. Individual — fragmented government policy measures
Limited adequacy of scope of government intervention

c. “Rigid” government mechanisms/procedures (e.g.,
government procurement, funding for innovation
initiatives)

d. Institutional support-related issues, e.g., risk financing
(lack of risk capital development)
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GENERAL SUGGESTIONS

DESIGNING INNOVATION POLICY MEASURE:

TECHNOPRENEURSHIP DEVELOPMENT THROUGH INNOVATION CENTERS

¢ Innovation system approach to strengthen SME
competitiveness (through national flagship
programs)

* Needs more holistic & synergetic policy measures

¢ Collaborative supports from key stakeholders

* National policy agenda with regional & industrial
“flavors” (customization) to support local specific
potential strenghts.

TECHNOPRENEURSHIP DEVELOPMENT PROGRAM

* Isan “innovation system approach” flagship program as the main
vehicle to foster innovative businesses (especially by providing
techno-based supports to existing SMEs and developing
new/startup innovative SMEs).

* Components:
— Policy/technical assistance
— Organizational/institutional strengthening
— Innovation & entrepreneurial culture development
— Financial supports
— Incentives & Government regulatory reforms
— Business intelligent services
— Talent scouting (Technopreneruship camps)

— Knowledge/technology based services

“MINIMUM” SERVICES BY AN INNOVATION CENTER

Objects/Actors to be Influenced

ovation
nters
Supply Side

Funcsionals

Influence/Impact Characteristics
Specifics

INNOVATION & MODERNIZATION
OF THE SOURCES OF ECONOMIC DEVELOPMENT

Improvement of
Existing Businesses BDsp
Innovation

Knowledge & Better Cycle Centers
X (from vicious cycle to virtuous

Linkages ~
~

cycle) U
Local Advantage Innovation N
Faciors Learning (inclying Value c
. Chain & N u
So Difussion B
~ Ateraction-& A
T
Production ©
Value @

Higher
Competitiveness

Investment to
Innovate

Chain

New/Start-ups
Development

Inward
Investment

Higher ROI

_J__

~ ~Outward ~«
AY

( Investment % . gpsp : Business Development Service Provider

& -
N ,me”fmmna' 4 = Incubator : Technology-based Business Incubator
~ _Trade) _ -7

IC DEVELOPMENT IN AN INNOVATION SYSTEM FRAMEWORK

An Innovation Center needs to provide a
minimum integrated services, at least in :

1. Technology-based services (e.g., design, prototyping,
testing, technology-based business incubation, etc. )

2. Human resource development of businesses (SMEs).
3. Business networking.
4. Facilitating financing (funding) access.

Notes :

1 & 2 : technology/knowledge services as the “core
competences” of the Innovation Center

3 & 4 : intermediary roles

An Innovation Center as a “hub” and an “interface” function by :

ling/revitalizing an existing ization (e.g., uni ities, etc.); T Centerof
and/or | Excellence
« Setting up a new organization. (Competence)

IS : Innovation Syistem
InCl : Industrial Cluster
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TO START AND DEVELOP SUSTAINABILITY i 220 SOME CURRENT PROGRESS & NEXT INITIATIVES
NEEDS TO DEVELOP A “BUSINESS MODEL” e 2009-2010 : 35 ICs
4 Services % . 2011
- 1. Economic/industrial assessments, policy recommendation & policy
briefs
2. 10 related guide books
3. 6 new regional techno-based business incubators
» 4. 1university techno-based business incubator
e 2012:
SMEs 1. Organizational development (including Indonesian Business
Rp + or Tenants Incubator Association)
Innovative 2. Continuing regional & university based Innovation Center
A SMEs development
o % Govt Project, CSR, Licence 3. Network of Innovating Indonesia volunteers (including Young
fee, Profit sharing, etc. Volunteers of Innovating Indonesia).

OUTLINE BPPE.- CLOSING

1. Partial approaches are not effective, do not provide significant
leverage. Enhancement of innovation for SMEs needs a system
approach (i.e., innovation system); and collaborative efforts from
all key stakeholders.

2. Area(s) of collaboration

s a. Anintergovernmental (& interorganizational) co-operation on

@wg&m policy learning on innovation and business/ technopreneurship

development.

b. Specific collaborative pilot projects (e.g., innovation center
development)

,
-/ c. Capacity building : S&T organization, Human resource

development (HR exchange, including for policy makers).

d. Join knowledge management ~ “cloud” innovation system
network.

CLOSING o Zd @Wm

Gerakan Membangun Sistem Inovasi, Daya Saing dan Kohesi

3. Develop success stories in 1 —3 years : Sosial di seluruh Wilayah Nusantara
(National movement to develop innovation system,
1. Starts from ‘weII-defined collaborative activities’ competitiveness, and social cohesion through out the Country)
critical to the strengthening of innovation system to .
... in harmony we progress ...

support SME competitiveness enhancement

Grow as we go ThanK YOU

Create excellent achievement

Build community of practice. Dr. Tatang A. Taufik
Deputiy Chairman of BPPT for Technology Pollcy Assessment
Agency for the and

Badan Pengkajian dan Penerapan Teknologl (BPPT)
Gedung BPPT II, Lt 13
JI. MH. Thamrin 8, Jakarta 10340 INDONESIA
Telp. (+62 21)-316 9441 / 9442
Fax. (+62 21)-319 24127
E-mail: tatang.taufik@bppt.go.id
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EXAMPLES OF LEGAL BASES / REGULATIONS

1. Constitution 1945 - Fourth Amendment: Clause 28c and Clause 31 - Verse 5,
and Clause 33 :

— Right to obtain the benefit from S&T and to self advancement
— Government advances S&T.
— National Economy and social welfare (regulated by Laws).

2. ActNo. 18/2002:

— Goals of S&T National System Development : to strengthen S&T capacity to
accelerate the realization of state’s ultimate goals; to enhance
competitiveness; to enhance self reliance

— Chapter IV Clauses 18 - 23 : Functions and Roles of Central and Regional
Governments

3. Act No. 25/2004 on The National Development Planning System

— The Regional Long Term Development Planning (RPJPD) should refer to the
National Long Term Development Planning (RPJPN)

THE ANATOMY OF GOVERNMENT/

Based on Act No. 32 Year 2004

4. ActNo.17/2007 :

— IV DIRECTION, STAGES, AND PRIORITY OF LONG TERM DEVELOPMENT 2005
-2025 (IV.1 LONG TERM DEVELOPMENT DIRECTION 2005 - 2025 : IV.1.2 TO
ACCOMPLISH AS A COMPETITIVE NATION, Point C Mastering, Developing,
and Utilizing S&T ) : innovation system strengthening to drive knowledge
based economic development.

5. ActNo.32/2004:
— Goal of regional autonomy is to enhance public welfare, public services,
and regional competitiveness (Clause 2, Verse 3); and
— Regional Executive and Vice Executive have obligation to: advance and
develop regional competitiveness (Clause 27, Verse 1, point g).

See also : Government’s Regulation No. 6/2008 on The Guidelines for Evaluating
Regional Government Performance

EXAMPLES OF LEGAL BASES / REGULATIONS

ABSOLUTE
(CENTRAL GOVERNMENT ON

CONCURRENT
(CENTRAL, PROVINCIAL, AND CITY GOVERNMENTS)

—

*Marines, etc Transportation, . . .

Other obligatory affairs
Act No. 18/2002 h mandated by laws and
regulation.

L FoReIGNFoL Y OPTIONAL BLIGATORY
S eecoRITY (PRIORITY SECTOR) (BASIC SERVICES)
4. JUSTICE
5. MONETARYAND NATIONAL ~ EXample: Example :
FISCAL « Agriculture + Health
6. RELIGION + Industry + Education
«Trade + Environment
« Tourism « Public works

INTERNAL LEGAL BASES IN BPPT ~ Transitional

6. President’s Instruction No. 6/2007 on Riil Sector Acceleration and SME
Empowerment (Increasing SME’s access to funding sources; Development of
Entrepreneur and Human Resources; Enhancing market niche for SME’s
products; Regulatory reform)

7. Decree Letter of the Coordinating Minister on Ecocomy No : Kep-47/M.Ekon/07/ 2008
on The Innovation Center for SME (PI-UMKM), dated July 31, 2008

8. President’s Regulation No. 5/2010 on The National Medium Term

Development Plan (RPJMN) 2010 - 2014 :

— Period of enhancing the human resource quality including the development of S&T skills as well
as economic competitiveness strengthening.

— Book | : National priorities (11) ~ culture, creativity, and technological innovation.

— Book Il Chapter IV : National innovation system strengthening.

9. Joint Agreement of 3 Ministries on March 20120 (on the Technology and

k Devel i Action to Innovative
Entrepreneur)
10. President’s Regulation No. 32/2011 on MP3EI
11. Etc

National Budget 2011

1. Decree of the Chairman of BPPT No. 064/2011 on Special Assignment to the
Deputy of Technology Policy A (PKT) to Impl! the National and
Regional Innovation Systems Programs and Activities :

— To support the implementation of national development program in
accordance with the national development direction stated in the National
Long Term Development Plan (RPJPN) 2005 — 2025 and the National Medium
Term Development Plan (RPJPMN) 2010 - 2014.

2. Decree of the Deputy Chairman of BPPT for Technol Policy A
No. 04/2011 on Special Assignment to all Echelons under the Deputy of

Technology Policy A to |l the National and Regional
Innovation Systems Programs and Activities :

— Techno-industry ion System Devels

-1 ion Network Devel

— Regional Innovation System Strengthening
— Technology Audit

- ship D including technology-based business

incubator.

Presidential Remarks, 16 August 2010

*BUDGET

- . *10 STRATEGIC OBJECTIVES
*Rp.1,086.4 Trillion ( 120.67 Bio US $ at . .
9000/USD) 1.Higher economic growth

sLoan interests, domestic Rp.80.4, foreign 2.Fewer unemployment and better job

Rp.36 T(10.7%) 3.Reduced poverty

«Central government Rp.401.4 Trillion 4.Increased income/capita

(37%) 5.Maintained economic stability
*Regional government total Rp.409.4 trillions 6.More significant domestic financing
(37.7%)

7.Improved food and water security
* Disbursed to 524 autonomous regions; 33

provinces, 398 Districts, 93 Municipalities. 8.Improved energy security

—Rp. 378.4 Trillion 9.Higher economic competitiveness
* Special autonomy regions- Papua and Aceh- Rp. 10.Greener developmen[

103T

« Shared revenue to regions- tax, natural resources,

Rp.82T

«Adjustment for school grant/BOS and civil servant
Rp.39T




Paper from "APEC Workshop on SME Access to Technology, April 2012", APEC#212-SM-01.1

DEVELOPMENT POLIC
GLOBAL COMPETITIVENESS INDEX - WEF
(2010-2014)
11 National priorities 15 President’s specific priorities
1.  Eradication of court law’s “mafia” ‘nnwatlon
1. Bureaucracy Reform and Governance 2. Revitalization of defense industry ~ "hnslt-on driven
2. Education 3. Terrorism prevention ‘ ®iciency !
3. Health 4. Nation-wide electricity availability driven
: . 5. Increased food production and strengthened 1’"""""" 2011 mm
4. Poverty reduction food security FE
N L ” . o (3.015) Switzerland 1 Switzerland Switzerland 1
5. Food security 6. Revitalization of fertilizer and sugar factories Factor 2010
6. Infrastructure 7. Regulat?r\{ improvement in land-use and driven (2.329) United States 2 Sweden 2 Singapore 2
. . regional planning N2
;. :Envestment and business climate 8. Infrastructure development Singapore 3 Singapore 3 Sweden 3
. Energy 9. Financial/credit support for SMEs amounted to 2009 Sweden 4 United States 4 Finland 4
9. Environment and disaster ~US$ 200 Mio/year / (2.246)
management 10.  Financing and investment scheme Denmark 5 Germany 5 UnitedStates 5
N 11.  Reformulation of Indonesia’s contribution to GDP per capita
10. Marglnal a':eas' outer . . climate change and environmental challenges (US$) Malaysia 24 Malaysia 26 Malaysia 21
islands/regions, post-conflict ridden 12, Public health reform
. Brunei 32 Brunei 28  Brunei 28
areas 13.  Harmonization between education and
P employment Thailand 36  Thailand 38  Thailand 9
11. Culture, creativity a_nd 14, Disaster mitigation and management = : .
technology innovation 15. Central and provincial/district governments Indonesia 54 Indonesia 44 Indonesia
synergy. Burundi 133 Chad 139 Chad 147
Source: WEF, 2011

INDONESIA’S GCI (2011 VS 2010)

2010 2011
Global Competitiveness Index Glabal Competitiveness Index
[ [
- o [ —
[1-F J) o — R— -1 GCI 20002011 .
) 92011 ot ot £ M GCI 2008-2010 fout o 1331 L
61 2008-2010 [t of 1201 a3 1 2008-2008 fous of 1341 __ =
e 0__ar o
Imtstutions n_as et pillar; Inestusions B a0
[rrmm— n__1 PR ——— n_38
MaCITal AT S TATAT. a8t It plar MICTDS0S0TIC GTVTTNTent N A2
Haal and prmary etusston #__s1 A1 pillar Hoath and primary sducation & 58
i tency anhancen S0 W42 ’ 5
Higher sducaben end tramng a4z SO0 pilar Highar sdecanon ind franeqg =
Goods market eficiency 8142 0 gatar Goods mariat aflicansy o
Lador market sficiency. uon 00 pillar: Labsr markat afficisncy n
Firancial manan dewsicoment a1 T — 2
Tectnakigeal resdnans e 30 pilar Technologc sl readnan n
Markat 5w 42 ik it Markat size L)
mevation wad sopheancation facten (100%) 4118 Aamrvation snd sephistication lactery -}
Butatias seghesteatien L] W pilar Businads ssphimeatan. k1]
Imovaton %16 ¥ pllar isnavason »
Source: WEF, 2011 | mimeics  mmimms sim s | Source: WEF, 2011

gth pillar: Technological readiness
8.01 Awvmilabdity of latest technologies ..

9.02 Firmevel technology absorption ...
9.03 FDI and technology transfer..
9.04 Internet users/100 pop.® ......
905 Broadband Internet subscriptions/100 pop.*
9.06 Internet bandwidth, kbisfcapita®......

12th pillar: lnnovation
12.01 Capacity for mnovation. ...........ccccoenae
12.02 Quality of scientific research institutions
12,03 Company spending on R&D............
12.04 University-ndustry collaboration in RE&D.
12.05 Gov't procurement of advanced tech products,
12.06 Availability of and .
12.07 Unlity patents granted/million pop.® ...

Source: WEF, 2011
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