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Factors influencing Outputs of Government Assistance for
Commercialization of Local Firms
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Abstract

This research aims to find factors influencing outputs of government assistance for
commercialization of local firms and suggest its policy implications. Our case study is
government's program for regional industrial development in Ulsan Metropolitan area.
Research findings suggest that in order to improve effectiveness and efficiency of
government support for commercialization, we need to provide local firms with a combined
package of various types of programs rather than individual ones separately. In addition,
assistance for firms with a currently developed new commodity is found more effective than
assistance for firms with existing commodity or in the stage of development. Firms with
engagement in related R&D assistance programs also show better outcome. To improve
program efficiency, our study indicates that provision of adequate amount of subsidy for
each program is more needed than good management of the program. The amount of
subsidy needs to be differentiated based on the characteristics of firms and programs. Our
findings show that assistance for firms having sales department in their company and more
export-oriented firms is more effective and economically efficient as well. Giving assistance
for the firms in regional main industry is also significant.
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Table 1. Main Industries by Region

= [N ]
Region Main Industries
Daeion wireless communications, medi-bio, automatic robot, intellectual property service, metal
) fabrication
Chungnam auto parts, electrical printing parts, animal medicine, digital contents, display
Sejong auto parts, bio materials
Chungbuk semi-conductor, bio-medicine, electrical parts, solar energy, power-based machine parts
G - smart electronics, bio-medical materials, complex frame, design, precision production
wangju system
Jeonnam metal materials, petrochemical materials, bio-foods, energy installation
Jeonbuk machine parts, health foods, marine installation parts, lightweight material forming,
complex textile materials
Daequ L)recision forming, smart energy, material-based biohealth, medical instrument, smart
9 nowledge service
mobile fusion, digital instrument parts, energy material parts, forming fabrication,
Geongbuk functional bio materials
Busan intelligent machine parts, precision fusion parts, heat treatment frame, bio-health, digital
contents
Ulsan eco-friendly auto parts, precision chemical, ship parts, energy parts, environmental industry
intelligent production machine, mechanical materials and parts, aerospace industry, wind
Geongnam power part, anti-aging bio industry
Gangwon wellness foods, ceramic new materials, sports knowledge services
Jeju water industry, tourist digital contents, clean health foods, wind and electric car service
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Table 2. Assistance Program for Commercialization of New Products of Firms in Ulsan, 2015

Classification

Contents

Target eco-friendly auto parts, precision chemical industry, ship parts, energy parts, environmental
Industry industry
Assistance | 501505 ~ 201604

Period
AZ?:;T;? 2,108million Won(national government 966m, local government 984m, private 158m)

Organization

Ulsan Techno Park, KICOX, KITA, KITECH

Assistance
Programs

package assistance for commercialization, consulting for commercialization, 1:1search for
foreign buyer and technical meeting, assistance for branding and new market search,
assistance for collecting export payments and adapting for changing exchange rate,
assistance for participating in exhibitions

LA AR SA DA A o34 T A
ZROPoT FEIE F et ol tigk Ak
A U8-2 <3 3> Zrh AA|, FEaaaArd
ARIsE 712 Az 2 g o 7 ARG st A o]
Lo A F29] 7|98 MAFI] 107147 gk=3

MRz Algom AgA e B4R S
v Ao R AA it A A sk H|Fo
43.8% % 7V =& 5AS HoFh 54, A
HalQlze}r AA ARSI A" A AR HAw
gh=1o] gul e} 1S 8ato] 7199 At of
2 g0l s i’i*é%‘% T Ao AA] 4

106 | "2EAZ, H523 1= (2017)

B2 13.4%0]t}. AlA|, i A™ A 1:1
dlojojila W 7| YR Y2 3L §)9
AZFZAB-S E-835)0] nlolo] Wa 9 23

O:

]

AE 5EE B AN Aoz A4 ok
H50) 11798 A3 9, Fs) Bl
A AAHALLE DL S92 1A S
A% FHE el AT E ABAF E )
EAF) FE WY A9 % 385 aA A

A EAZ} 5 A hshs AR eE AA3E F ot
9] 9.5%% A} A, EAE 3],

ENBAIAALZ 2B FENFRF A L



RFEAY S 2B ARSIKIAAIS Hat FFaolY et AT

o

P

EI9S O P A A SR & AR R A S SRR 4
A A DA ez A dlite] 4.9%E A A, AR 9 55 Adshe A em A
Ao 2 o] AAPEEE] AT E R R A ikl A 16.7%= XW gt
#3. 2015 SHX[AFHUY ALLSHK| JAIHS] MFZ2
Table 3. Program Types of Assistance for Commercialization of New Products in Ulsan
% of Total
Program Types Contents Costs
- advertisement of firms and commodities, marketing strategy,
technical meeting, certification, operating exhibition, benchmarking
package assistance for parts analysis, sample production for exports, translation of spec 438
Commercialization test, searching for buyers ’
- 10 month assistance for member companies and making reports
for their outputs
consulting for - consulting for firms using facilities and manpower of techno park
commerc?alization - consulting areas: translation, production of samples, invitation of 134
foreign buyers, information of rival firms, technology market, etc
11search for foreign - asking foreign market survey institute for searching a new buyer
buyer and technical in global mﬁrketl ! d inviting b f K 117
meeting - assisting technical meeting and inviting buyers of target market
- assisting test for capability of commodity for targer buyer
assistance for branding | - branding products and parts together in global market
and new market - assisting development of final products for sales and innovation of 9.5
search existing commaodities
(a;(s)ﬂ:zatir;]ce efgro rt - guaranteeing credit for export firms for loans
9 exp - assisting insurance for adapting changing foreign exchange rate
payments and isting for investiqati dits of foreian fi f i 49
adapting for changing | - aSS|CSi ing for investigating credits of foreign firms for exporting
exchange rate and importing
assistance for - assisting firms for participating in exhibitions and searching for
participating in buyers 16.7

exhibitions

shares of exhibition booth for firms
- helping firms in different industry to collaborate for exhibition
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Literature

Influencing Factors

Research Hypothesis(H)

Rho, Doo-Hwan, Y. Jeong and H.

Park. 2016
Ku, Bon Chul. 2014.

Lee, Cheol Ju, K. Lee and J. Shin.
2012

Chang, Seog Ju. 2006.

Technology Assistance

Patent and Approval
Service

Pilot Product

H1:

Assistance for marketing will
be more effective than other
programs.

Program | iy Guhoi and Youho Won Assistance
Types im, auhol u : ; i H2: Assistance for firms which
2015 Marketing Assistance have participated in R&D or
Lee, Do Kyum. 2015. Management R&BD assistance programs
Song, Hochang. 2012. Consulting will be more effective.
Kim, Jaekeun. 2013. Advertisement and
Park, Sangmoon and Tae-Hyoun | Branding Assistance
Oh. 2
Stage of Commodity
Stages Development H3: Assistance for firms ready for
of . commercialization of
Commerc | Kim. Jaekeun. 2013. gtg]r%?ng:cialization developed commodities will
ialization be more effective.
Stage of Marketing
gitiéfr?di Contents and Quality | Ha: Contents and quality of
Service Kim, Guhoi and Yunhong Lee. of Service assistance will be more
Operatio 2015. Management and influential than administrative
n Procedure of Service procedure.
. H5: Assistance for larger firms in
Lee, Cheol Ju, K. Lee and J. Shin. . ) sales will be more effective.
Firm 2012 Size of Firm
Character | Park, Sangmoon and Tae-Hyoun ; ificati H6: Assistance for products of
istics Oh. 2008 Industrial Classification chemical and machinery

Shin, Dong Ho. 2015

of Product

industry will be more
effective.
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Independent Variables Dependent Variable

package assistance for commercialization |dummy variable

consulting for commercialization dummy variable

rlrzwlese??r:gc;h for foreign buyer and technical dummy variable
Program Type - -

2:2|rsctﬁnce for branding and new market dummy variable

lassistance for collecting export payments .

land adapting for changing exchange rate dummy variable

lassistacne for participating in exhibitions [dummy variable
Participation in giﬁ'ncép?;'s?na'r\}eggt) assistance program dummy variable
related -

articipation in R&BD assistance program B

programs gurinqplast 3 years Prog dummy variable

stage of commodity development dummy variable
Stages of
commercializati stage of commercialization dummy variable
on

stage of marketing dummy variable

DrOQLam eﬁ?ﬁti\éeness . 8 ikert scale Return of |ROL Sales = increase in

matching with business strateqy 10 likert scale | :
Satisfaction of fadequacy of assistance amount 10 likert scale m\(/)estment se:cles/ assistance amount
Z%'Z;g%on contents and scope of assistance program| 10 likert scale (ROD ot program

ladequacy of assistance procedure 10 likert scale

match with advertisement of program 10 likert scale

Control Variables
lamount of total sales total amount
: : export/

ratio of export in total sales total sales
Firm : ~
Characteristics having sales department dummy variable

. . sales workers/

ratio of sales workers in total employment, ~-1 employees

lautomobile dummy variable

Ship building dummy variable
Industry lenergy parts dummy variable
classification machinery dummy variable

precision chemistry dummy variable

lenvironment dummy variable

3t 719]e] wjZ=al

O

Al

]:I

ARl AT ol

FARE Feas.
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variable Obs | min | max mean std.d total
increase in sales 121 0| 2063 | 216.5207| 460.9289 5,977
output of ROI 121 | 0| 2626 | 3869091 6357620 26,199
ROI = 1 121 0 1| 0462809 | 0.500688 56
package assistance 121 0 1 0.297521 | 0.459068 36
consulting assistance 121 0 1| 0223141 0.418083 27
search for foreign buyer 121 0 1| 0.082645| 0.276489 10
program type branding and market search 121 0 1| 0.082645| 0.276489 10
assistance for export payment
and exchange rate 121 0 1| 0041322 0.199862 5
assistance for participating in
exhibition 121 0 1 0.272727 | 0447214 33
participation in R&D assistance
participation in program during last 3 years 121 0 1| 0504132 0.502062 61
related participation in R&BD
programs assistance program during last 121 0 1 0.308333 | 0.463741 37
3 years
stage of commodity
stages of development 121 0 1| 0404959| 0492925 49
;ommerC|aI|zat|o stage of commercialization 121 0 1 0438017 | 0.498206 53
stage of marketing 121 0 1| 0157025| 0.365337 19
program effectiveness 121 0 10 7.280992 | 3.289435 881
matching with business strategy | 121 0 10 | 7.107438| 3.193226 860
adequacy of assistance amount 121 0 10 | 6.892562 | 3.095162 834
satisfaction of contents and scope of 121 0 10 | 6966942 | 3.164738 843
service operation | @ssistance program
adequacy of assistance
procedure 121 0 10 | 7.223140| 3.285036 874
match with advertisement of
program 121 0 10 | 7.322314| 3.314652 836
firm amount of total sales 121 0 | 710549 2352330 | 78,4945 | 2,846,318
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Dependent Variable = ROI

variable Coef. SE T P
ind package assistance 2112736 1716912 123 | 0.061
epe program consulting assistance -2.766884 1.955019 -142 | 0.160
type B
nde i search for foreign buyer 0.416655 2.877891 0.74 | 0.085
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variable Coef. SE T P
branding and market search 0.099866 2.838358 0.72 | 0972
assistance for export payment and =
exchange rate 1.930321 4134215 178 | 0041
assistance for participating in exhibition 2143510 | 0.942559 2.27 | 0.025
partcipation B neeD assistance program | 3089137' | 1607200 | 192 | 0057
in relate T -
participation in R&BD assistance program | _ B
nt | Programs during last 3 years 2.296982 1.747735 131 | 0191
| stages of stage of commodity development —4.522042:* 1.597399 -2.83 | 0.005
van | commercializ | stage of commercialization 3.755246 1.583175 237 | 0019
abl | ation stage of marketing 1087670 | 2205451 079 | 0123
es program effectiveness 0.116927 1.110842 011 | 0916
matching with business strategy 0.346336 1.156290 0.30 | 0.765
satisfaction adequacy of assistance amount 1.964941° 1.032072 1.90 | 0.059
of service contents and scope of assistance
operation program P 0.186931 1154951 0.16 | 0.872
adequacy of assistance procedure -2.167892" 1.264473 -1.71 | 0.089
match with advertisement of program -0.224925 1.016594 -022 | 0.825
amount of total sales 0.000237"" |  8.660000 2.73 | 0.007
firm ratio of export in total sales 12.030570 5.287829 228 | 0.025
on characteristic | having sales department 5529932 | 1713613 3.23 | 0.002
s . -
ratio of sales workers in total
trol employment -9.428805 5.690707 -166 | 0.100
) automobile 5.867835" 2.757099 213 | 0.035
"‘;' ship building 5964657 | 3.132089 190 | 0059
a industry energy parts 0.377639 3.190378 0.12 | 0.906
€ | classification [ machinery 3211844 | 3548529 | -091 | 0.367
precision chemistry 27938417 | 2.881314 097 | 0.034
environment -3.411195 2.677152 -1.27 | 0.205
note : *** p < 001;* p <005;*P <01
2) 7|IYENY 47D} oA freldh AL nolFa glo] 2
How wiEtirt & FEFEY 719l e
Fal7e) MY, FENE TIERA & ARSI At At 2 % 9
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JE7E Aol )7 Pt AT 2 YA 2 9 S BE APESE O
Avke vhg < 9>} 2} vjETRe] 49w MEE A9 ofwd 2w Bsa AR
= Agagel A Aol BAHoR fog  AUgTe A JFL AE o ekt
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Baka WEFRo} 2 7%l v ARIsH 2 SAaA A9 A1371900] S44 v
ol A¥= FET &5l B2 Ae & F Uk A 2kl Sl A o s Bu S AR
714e] FENFE USRI R R E e glo] walv
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Table 9. Tobit Regression Analysis Results by Firm Characteristics

export having sales sales workers
independent variable total sales ratio department in employment
Coef. Coef. Coef. Coef.
package assistance 0000319 | 1817716 5.810319™ -570761
consulting assistance .0000312™ | 18.03253™ 5.681038™ -.266718
search for foreign buyer .0000325™ | 18.83625" 5.896695" .030462
protgra branding and market search .0000323™ | 19.13103™ 5.892834™ .070810
m type i
g;ﬂsgaxgﬁ]z:gg export payment 0000321 | 18.85462 5.865766 033031
assistance for participating in 0000326 | 18.66496™ 5966931 034486
particip | participation in R&D assistance -
ation Brogra% during last 3 years .0000316™ | 17.19696 5471118 -1.584415
in
related icipation i i -
progra gfgg'f'aﬁg“gﬂri'r?g RBD aysesésrtsance 0000311 | 17.41113 5.625506 - 696059
ms
stage of commodity o -
ggcages development .0000286 16.12833 5.245305 699233
comme | stage of commercialization .0000291" | 1741771 5.520185™ 1.122349
rcializat
ion stage of marketing .0000325 18.56612 5.856809 -.102818
program effectiveness .0000319™ | 18.32690™ 5.809984 ™" -.374700
matching with business strategy 0000316 | 18.22557" 5.785496™" - 437144
satisfac | adequacy of assistance amount 00003207 | 1849227 5.841833™ -.146344
tion of | contents and scope of assistance o
senvice | progrom 0000313™ | 17.91805 5715773 - 433858
operati adequacy of assistance
on procedure .0000317 18.24888 5.793338 -.155880
match with advertisement of
program .0000318 18.36729 5.815794 -.380872
note : ***p < 001;*p <005;*P <01
3) MRgsSYE 2440 o= E-etaL AT ATl ek A kA 2lo]
Hahe 358 el we AL < 9k 3
B A a7 e s WgTE A AN AR FE Lol Etekar et
Yo ojm e JFE WAL B BAAS Bk 71999 A9 AQ71%0e) AdSA'E Al
= The <3t 10>¢} gk 24145 &4k it S YA A2 Al fofng Fike T
Qoleti & 5 Qi APEASh £AToke] A9 AA s Ao vehdl bl wal AEe] A}
RE Ayudel i Al Tlel BAMoR folu]  qlsiElel Besnt FUsisRLoR AE] A9
gk A 2t Qe Blo R yEpdt) g 2 AL AL AgEstdAlel sl 71l o
shd Az 20 Faolut AAAA oA, A g Aol AagEe] 8ol w2 Ae & g A
o ApFSheHA|, M)At 5 ofw gk Al .
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Table 10. Tobit Regression Analysis Results by Industry Classification
" shi energy : precision environme
i s S B automobile build?ng parts machinery cherynlstr e
Coef. Coef. Coef. Coef. Coef. Coef.
package assistance 4436143 | 325430° | -3.34723 | -6712368" | .648432 | -3.485513
consulting o " -
assistance 4.280432 3.27050 -3.36014 -6.739144 564671 | -3.301307
;‘f@rgrh for foreign 4224066" | 343821° | -331078 | -7.071404" | 305073 | -3406179
branding and o « o
gggram market search 4.144796 343762 -3.19905 | -7.111576 .339947 -3.43733
assistance for . N
export payment 4.301193 341152 -3.11921 | -7.379421 251122 | -3.342766
and exchange rate
assistance for . N "
participating in 4112886 341632 -3.28351 | -7.041568 238317 | -3.365266
exhibition
participation in
. R&D assistance * * o
participa | program during last 3.819854 4.26757 -2.99628 | -6.251648 920659 | -3.783477
tion in 3 years
related ——
program Eg[ggpat'(?r; n
assistance - .
s program during last 4.510378 347358 -2.82006 | -6.747156 777945 | -3.906089
3 years
stage of . X . X
stages commodity 4668221 3.16462 -1.99199 | -6.718745 147116" | -4.132252
of development
commerc | stage of o o ~ o <l
ialization | commercialization 4.159152 342031 2.53657 6.952512 .840539 3.584592
stage of marketing 4309209 | 337537 | -3.10835 | -6.996281" | 467134 | -3.560006
program Skk * _ B ok _
effectiveness 4.559359 3.39789 3.07302 7.271595 527583 3.730426
matching with . o
business strategy 4.626660 3.36842 -3.09820 | -7.304019 533289 | -3.737229
adequacy of N i - i
satisfacti | assistance amount 4418346 3.37053 3.11623 7.309580 377251 3.679779
on of contents and scope . .
service of assistance 4483548 3.35271 -3.02835 | -7.396574 .362650 | -3.988671
operatlo program
n adequacy of
assistance 4452318 | 339097° | -3.07291 | -7.551049™ | 440498 | -3.578269
procedure
match with X .
advertisement of 4483160 3.37468 -3.12038 | -7.302282 429263 | -3.699448
program
Aok 18X ke B9 pro} ok oR 2
2. 2X|AE| 3|HEN A=Y 372 AAEelt) Hl-gsele] A
oA AR BN ATk Ty <E 11>3 ¢
A971%del viek Apd Al o= ]lsl ks th A9 S8S A% AR s A 2
= AR FAd ] mjEe Aol 15 e 7199 & SHE HREE o= Aol 7Fss
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Table 11. Logistic Regression Analysis Results : Dependent Variable = ROI = 1
variable Coef. SE z P
package assistance 0.9104468" 04360660 | 2.09| 0.037
consulting assistance -0.4382549 04442736 | -0.99| 0.324
roaram search for foreign buyer -0.1683352 0.6750935| -0.25| 0.803
e branding and market search 0.8898575 08144337| 109| 0275
assistance for export payment and _ ~
exchange rate 1.0093810 0.9333043 1.08| 0.279
assistance for participating in exhibition 0.6090641" 02231634 | 273 0.006
; ... | participation in R&D assistance program -
;:r)zjne girtilr(w:lpatl during last 3 years 0.9005424 03894695 | 2.31| 0021
dent | related participation in R&BD assistance program | - .
programs | Guring Jast. 3 years 0.8956344 0406729 | -220| 0028
varia | gtages of | stage of commodity development -0.9146894" 0.3884552 | -2.35| 0.019
bles | commercia | stage of commercialization 11108820 | 0.4083520| 2.72| 0.007
lization stage of marketing -0.2876821 0.5087616 | -0.57| 0.572
program effectiveness 0.1103942" 0.0568579 1.94| 0.052
catisfactio |_Matching with business strategy 0.1182828" 0.0586424 | 2.02| 0.044
n of adequacy of assistance amount 0.1096359" 0.0601781 1.82| 0.068
service contents and scope of assistance program | 0.1164447" 0.0591173 | 1.97| 0.049
operation adequacy of assistance procedure -0.2766261 03247693 | -0.85| 0394
match with advertisement of program -0.1144307" 0.0564967 | -2.03| 0.043
amount of total sales 7.9100000 7.0200000 113| 0.260
firm ratio of export in total sales 3.1459850" 1.8011570 175 0.081
gharacteris having sales department 1.1599630™ 03931306 | 2.95| 0.003
cont | U ratio of sales workers in total
ol employment 0.1838880 1.3218070 0.14| 0.889
automobile 0.7419373" 0.4435308 167| 0.094
varia | ship building 0.6131045 0.6113247 100 0.316
bles l:rl]gsus?lgiréti energy parts -1.3723080 05495119 | 0.01| -2.500
on machinery -1.1631511 0.6055301| -1.92| 0.055
precision chemistry 0.3880730 04718588 0.82| 0.084
environment 0.1479201 0.6438111 0.23| 0.818
note : ***p < 001;*p <005;*P <01
VLZ 2 AT Aweas Adze o] £, AAA
Az 23 FFojol i, A AAEe] AFdshaA, 4]
Boolqte] B4.o 19994 o] 5 gio} XAt A u| =] WG LGl gk 719 el vt
AL BEow FAdew e AUl 5% EHS glow o|s) o] Felgile)
SANR] FheEl Z1ll dlgk AldskAgle] Ak ZIASAelY dF B g 1tk
3 Exje] ZA el RS Facle ol B4 A7 qho] okt WA, AgER
geo] & 20S TR A ANPMHE & Hol - ATl WA= GEFs Aurd
Feln b vk ARiEAEe) Ardgdadia  ARISHIEE 919 2R Jhed) vhole]
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