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Figure V1.2-3-1  Struclure of Measures (o Support SMEs
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Cases 1o be reviewed are selected from among all projects (by category) according
to simple but practical criteria; (a) whether or not the program has already made
substantial achievenients, or (b) a large number of SMEs is supported by the programs,

' or (c) sonie unique methods are employed in the program.

'2.3.2 ~ ‘Technical Training

Trﬁihing of personnel provided under a institutional framework is to improve
technotogy-relatéd capacities of managess and engineers of SMEs. Measures cimployed
ar basically divided into two categories; the lecture and the practice,
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“Through the fectures the (rainees study abasic theory and applicd knowledge of
technologics with textbooks. The practice makes the traineés acquire knowlcdge and skill
through actual operation of facilities and cquipment in the public research faboratorics,
glc..

< reference casc >

"‘K‘\il'i‘gﬂwa Techaical Training Center” of Japan is a private corporation being
established 30 years ago to give mmnly lecture training to managers and engincers of
SMEs. Main task of the corporation is the training commissioned by the Kanagawa
prcfecluml government. Any SMEs' manager or einployee, who has the knowledge of
about two years of business experience, can apply for the training courses as a fraince.

Grarits by the central and the prefectural governments are provided subsidizing
two-thirds of the training fees for each trainee.

Table VI-2-3-1  The Training of the Kanagawa Technolegical Training Ceater
: " (FY. 19935)

{commissioned by the prefectural governmeat)

Category of training

. Target of training
Entoliment of trainees
Lengih of teasning period

Long-term training

Training gives trainees basic ability necessary for technologncal de\elopmem

20 persons )
. For lecture 250 houts ot more, for practice l 10 hours or more

Medium-term training
_ Training gives trainees pracueal abllll) (o be applied fo their jObS mmedlately
- 20 persons .

For lecture 40 hours of more, for pﬂctlc-. 20 hours or more ' L C
+ Short-term training ‘ :
Training gives trainees a specna! lcchnolog} related knowledge.

For 36 hours or more of lecture and pracice

Advanced engme».,r training
Training gives trainees a higher technological de»clopment ability
20 persons
. For lecture and practice 63 hours or more, for seminass and reporl making 15 hours or more

New lechno]ogy training.
Training gives lriineds a basic !mowled gé of new technologms
20 persons
" For 9 houss or more |nc1usne of lecture, practice and report paking

" Training of application of private enterprises’ technology ‘
The ability to apply advanced technologies of private enterprises is improved lhmugh lectures
and practices

: 20 persons

A
B
C
D
A
B
C
[
A
B
C
D
A
B:
C: 20 persons
D.
A
B
C
B
A
B
C
(3]
A
B
C
D: - For 20 hours or more

Source: Kanagawa Technical Training Center
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Besides the trfnmng mentioned, the Training Ccmcr camcs out eight aclwmes
mdcpcndently Followmg (wo are to bc noted among lhcm

{a) Visits to exceHlent private and public facilities

About 40 persons of SMEs' managers and employees are given important
opportunitics to visit excellent facilitics of large enterprises and public institutions. The
tour is held once or twice a year, to visit facilitics in the region or in the ljalion.

{b) Short-term overseas training program for long-terin trainces
Program has beéen supported by a foundation which The Bank of Yokohamna, Ltd.

- {private local bank } founded in 1965. Severat trainees of the long-tcrm training courses
- have been sent out to European countries and elsewhere, for about two weeks, every

year.

2.3.3 Technical Guidance

Technical guidance is given 1o assist cach SME for solving individual and specific
technica! problems. The guidance is basically classified into two categories; the tests &
analysis and the technical advisors' guidance.

(a) Tests and analysis service
Because the frequency of the use of tests & analysis cqmpmem is limited, it isnot

* s0 economical for SMEs to own thein on their own account. Then, the public research

- laboratories give tests & analysis services to SMEs.

* Because public research faboratories give consultation through their report on the -
results of the tests & analysis to enterprises, this tests and analysis services is a technical -
guidance as well.

" Furthermore, as fecs of the public services are set at considerably lower levels

~ than those of the private ones, these services can be regarded as subsidics for the private

sector.

(b) Dispatch of techmcal advisors
Pubhc organizations dispatch advisors, who give technical gu:danoe on the site to
SMEs. ' ‘

_lf it is difficult to respond to the needs of SMEs by the staff of a public laboratory
alone, it could utilize outside experts and dispatch them to the SMEs.
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< reference case > |

The Public Corp’oréuion of SMEs Promotion of Korea is facing the situation in
which many SMEs ask the corporations to give highly developed and specialized -
guidance to them.

Thcn:'fo'rc fo cope with the situation, the corporation has now adopted a unique
strategy in which it makes short- term subcontmcts with a number of technical consuliants
from mdus!mhzcd countrics. At ¢very request for technical guidance made by a
company, the corporanon makes contract with a foreign consultant through ils overseas
office. Based on the contract, the forcign consultant visits Korea, for about onc week,
and helps the company to solve iis spcciﬁc problem on (he site.

Last year, while the corporh!ion gave about two thousands of technical guidance,
the number of those dealt with by foreign consultants was reached about 300.

Because the corporation bears the extra cost for the foreign consultants’ services,
the beneficiary SME pays no more than the regular guidance fee. Moreover, because the
~ guidance fee of the corpotationl equals 1o from 20 to 30% of the actual charges by private
consultants, it can be said that the SMEs are highly subsidized.

2.3.4 Assistance to R&D and Acqlusmon of
New Technologies ;

1 he msutuhonal measure which 'nsssls R&D and acqulsmon of new lechnologtcs
of SMES can be largely chssnﬁcd into two categories; direct support and mdm,ct one. :

chhno'logical activities of SMEs are directly ﬁssislcd by the R&D activities of
public rescarch laboratories. And SMEs' innovative activities are also suppoﬁcd mdlrcclly
by various incentives.

Moreovcr these arc m'my cases in which 1hose two suppon are gwen toan R & D
project at the same time.
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2,3.4.1 Independent R&D, collaborative R&D and
contract R&DP by publie research Iabmatories

< reference case >
The Institate of Technology and Industrial Research of Korea carrics out
technological development and technical guidance to SMEs.

Those tasks arc implemented in a planned manner. Fiist of all, the annual plan for
the operations is made opeil to public through newspapers and of ficial gazettes, Next,
competent SMEs are selected from among a large number of 5pplic’ahts’. Then, the
institute provides assistance through R&T) and technical gaidance to the selected
enterprises. The instilute is, presently, carcying out approximately 100 R&D projects, of
which contract R&D represents 60%, independent R&D 30%, and colfaborative R&D
10%.

Because the institute bears a majority of the costs of the collaborative R&D and
contract R&D, SMFEs receive technological and financial support at the same fime.

The Korea Academy of industrial Technology (KAITEC) is a comprehensive
research Jaboratory of the Goverminent, established in 1989 aiilling 10 assist the
“reinforcement of industrial technotogy which would improve international
competitiveness of the industries.
Thc Iabomtory undcml\es R&D as pait of the SMEs support activitics as follows
Cow Protolypc developinent of aiticle of cast metal mdustry
* Techno!oglcal dcvdopmem su ppml for the hlgh tech SMEs whose R&D expense.
represents more than 2% their total sales amount
* Comprehensive support from prololypc'(o mass prodilclion technology developinent
aiming to support technology intensive start-ups
* Design and dcvdopmcnt of equi pmenl and parts for the assistance to the
“acquisitions of automation k,chnologlcs '
o Technological development by the institute and application of the existing KAITEK
| “technologics for the SMEs which are blfinning to introduce a flexible production
line. ' '
* Development of appropriate pollution-control machines and equipment, encrgy
saving machines and equipmei.

- 96



Vol VI (Chapter 2)
2.3.4.2 Financing of R&D activities

< fcfercncc'case >

The Science and Iidustrial Development Fund of Chile (FONTEC) was
established, with a fund of 30 million dollars from the Government, to promote
- technological innovations of SMEs, in September, 1991.

~ Schemes and perforinance of lht, FONTEC are as follows. .

- Bencﬁcmncs arc SMEs which are planning to carry out the R&D with the latest
tcchnology according 10 the focal standard judged by the FONTEC.

- ‘The FONTEC finances 50% of the total R&D expenses of eligible R&D projects.

- The maximum amount to be financed is US$1.5 million. The collateral is requiced.

This program achieved a remarkable result with financing of about US$45 million
dotlars in total for about 350 projecis, during the period from September, 1991 to July,
1995. '

Moreover, the FONTEC has only 12 ucpcris but there are efficient cnough to undertake
the appraisal of 12 to 16 projects per month,

2.3.4.3 Subsidies of R&D financing

Wlthout exccptlon the propomon of subsndy exceeds '90% of higher of the total
R&D expenditure in the countries sury :,ycd Because bencﬁuancs can rr,cuvc a la:ge '
amount of financing for R&Das a grant, n can be sald lh"tl thts measure giv csa 1mxnnum :
menl to SMEs among other support lm,asums By applying t0 ﬂpphC‘m{‘; severc cr;lcna '
for selection of eligibility, the number of beneficiarics might be kept low: '

< reference case >

 The Mmlshy of Intemational Trade and Industry of M'\Iaysm commenced ¢ lhc
Industrial Technical Assistance Fund (ITAF)” progmm in 1990, Assistance is gwen to
" SMEs in the form of a matching grant. In this assistance, 50 % of the dlg;blc cXpense is
" bom by the Government and the remainder bom by the applicant, xubject to a maximum
of MR 250,000 (US$$97,740).

ITAF prowdes subsidies of the tcchnologlcal aclivities expcnduuru of SMEs by

the followmg four schelms the Consultancy Services, the Produci Development &
' Desngn, the Qt_mhty & Productivity In_\provemenl and the Market Dev elopment.
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Table VI-2.3.2 The Outline of the Industrial Techrological Assistance Fuad

~Name of tha Scheme - . | Maxinium Amount of Grant . - Execuling Agency ©
Consultanicy Services : RM 40,000 (US$1,560) The Nationat Dev e!opment BANK
Product Developmient & Desipn RM 250,000 (US%97, 7400 SIRIM
Quality & Productivity RM 250,000 {US$97, 7400 SIRIM
Improvemeol . .
Market Bevelopment . RM 40,000 (USS1 560 MATRADE

Sousce: The MITI of Mataysia

The Standard and Industrial Rescarch Institute of Malaysia(SIRIM), an agency
under the l\;iinistry of Suiéncc, Technology and Ehviromnems is responsible for the
Product Dev elopmcm & Desugn Schemic of the program. Thc SIRIM identifics projects
being supponed by applying the following criteria:

* To predicate a significant achievement or improvement to existing
producis/pmducimn process

* ITmplementation of the project must conform o healthy development and desi gn
practice

- The mode of disbursement is as foltows: .

* UP to 70 % of the total grant approved may be claimed in the p:rojecl implemcmalion |
stages; and

* The balance of 30 % will be paid after the pfojcct is cdmplctcd.

Smce the start of the pmgmm, about 150 prolccls have been approved for 260
fapphcants to the program with RM 8,040 thousands (USS’& 143 thousands) of grant, by
‘the end of 1994,

The Govermnt,nt is now conmdcrmg the transfer of the SIRIM from g0\ crnmem
administeation to public corporation or to pnthc sector in the near future. The objective of
the reform is the improvement of the service efficiency which might be made possible
through the independent management method and free competition with simitar entities in
the private sector. a

2.3.4.4 R&D tax concessions

“The R&D tax concessions are largely divided into two types.

‘One is a tax system in which any R&D investment is given the mcenlwe Another
type is a fax system in which selected R&D invéstment with some conditions is ellglblc
for the incentive,
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< rt,fumcc case >

In-Ausiratia, the 150 % tax concession' is ‘lppht,d to the R&D project which
consists of tocal contenls_and exceeds the amount of A$20,000 (US$15,000) a year.
When the concession is applied, a project saves its R&D expense on the after tax base by
as much as 46%.

The R&D tax concession regime is also established in other countrics. However,
the Australian systein is noteworthy because enterprises could obtain large tax exemption
by combining the system with other preferential tax treatment

'2.3.4.5 Credit guarantee system for technology development

Though a mortgage is roqucstcd for a bank loan to finance R&D financing, SMEs'
asscls are riot generally avaitable for the purpose. '[hcreforc a public guarantee system
has conié to be installed in some countrics so that their R&D activitics can be promoted.
Similar systems has been introduced in some couritries quite recently.

Furthermore, because of the nalure of the business; high business risk with low
return, the 1mplemenlalmn of the scheme should be suppoﬁed by the govemmcnt finance
or by the comnbullon from other sectors like the financial msmulions

< reference casc >

_ Thc Korui Technology Credit Guarantee Fund(KOTI‘C) isa spccnl orgammlmn
: csnbllshcd, as the successor of the pubhc guarantee system by the govcmmcm in April .
1991 ‘The function of KOTEC to give credit gmrantw to SMEs who Iack collatcml for :
the comniercial loans to finance ‘lcqmsmon of tee hnologies. '

Major pait of the capital fund of KOTEC is raised by the contributions from
 financial institutions and the central government.

Beneficiarics increases rapidly in recent years: This shows a good performance of this.
guarantee system. '

However, as its ordinary expense is large and it increases, KOTEC puts out fosses of a
considerable amount of moncy every year.
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Tablé VI-2-3-3 OQulline of KOTEC's Credit:-Guarantée Scheme

Eligibility; SMEs which develop technology or improve techniolopy

Ceiling amount of guarame:, Ordinary ceiting Won 1.5 billion {US$31.9 mitlion)
Special ceiling Won 1.5 billion (US$1.9 million)
Maximum ceiling Won 3.0 billion {US$13.9 miltion)

Guarantee fee: 1.0% p.a.. : '

Source KOTEC

Table VI-2-3-4. Performance of Technology Credit Guarantces of KOTEC

Year 1589 1990 1991 . 1992 1993 1994
Number of companies 1,063 2,807] - 5,154} - 5205) 10,005] (15,332
“Source; KOTEC :

Table \‘[-2~3_-5

Condensed Income Stateiment of KOTEC

(Unil: miltion Won; () million US$)

Year F/Y 1992 1993 1994

Operating Revenue 26,409 " {34) 36,031 (46) 54,839 71
Qperating Expenses -~ 189,910 L (245) 128,089 (165} 215335 (278}
Operating Loss 163,051 ©(210) 92,053 - (119} 160,496 - (200
Net Loss . 163,064 (210) 76,340 {98) 156,519 - (202)

Source: XOTEC

2.3.5 Technology-related Information

The tcchnology—rnhtcd information service to SMEs is classificd mto two types;
the technology mformallon service and the cxchange support. R

" (a) Information service - o
.. The public 0rg:inimliotis which provide technical suppbﬁ to SMEs usually have
libraries with mformatmn in various forms such as books, magazines, ﬂewsp'lpem '
j n,search reports, patcnts information and computmmd database. These matcmls
© including the database are available to every citizen,

Among the information service the computer-based service becomes very
important in every country. New information technologies as “INTERNET” are going to
“be introduced in several countries for the information service to SMEs.

(b) Lxchmge support

- Another type of the technology-related information service to SMES is the
institutional arrangemcnt for creating an “arena” where managers, researchers and
engineers from various ficlds such as industry, public and academy exchange théir
knowl:cdgc and information. SMEs which patticipate in this arena are often going to
establish a small group of enterprises and other entities aiming at devetopment of new
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tcchnoldgies or products through pdmlcrship. A system of this kind has been developed
markedly in Japan and Korea.

< reference case >

The Minisiry of Cominerce and Industry, the CANACINDORA (the National
Federation of Industry of Mexico) and the IBM (American computer industiy) are
managing the database “UN 1DAD DE TECHNOLOGIA TRANCIERO" for technology-
refated information service and techinology transfer to SMEs in Mexico.

‘The Minrisiry provides datd and the salarics of the system operators transfetced
fsom a government research laboratory, the 1BM grants the computer hardware and
software for the information system and the CANACINDORA operates oidinary
- information services for SMEs. This combination brings the quality of service with a

mlmmwcd cost.

2.3.6 Fostering of Small and Medium-Sized Suppliers
-Vender Development Program (VDP)-

VDP is a measurc by which the cooperation between the large enlc.r;)ri§cs and the
subcontracted SMEs is promated under the government guidance. Private resources of the
large enterprises; technologies, know- how experts, etc. are made waﬂcd to SMEs
through the public-supported program ‘

Large enterprises which provide quﬁli‘ly improvement and techiical guidancé to
the SMEs through their long term relations, phy thc !u,y role in 1Ins progrfim for the.
technology transfer to the SMEs. ' ;

< reference case > _

By the Government nomination of the national autometive company as the anchor
company ‘of the scheme, the “PROTON Component Scheme”, the ﬁrsl challenge of vDhpP
program, commenced in Malaysm in 1988.

This Scheme obtained the honor of success because the vender enterprises which
manufactore and process the automotive componcits and parts for the anchor company,
have been promoted remarkably through the implementation of the program.

Afterwards, the govermment widened the scope of anchor company to cover the
industrics other than the automotive industry and promoted the stage of this progeam to
the “Vender Dévelopment Program”. Enterprises participating in the progean are 42 of
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hnch_or companics, including a lot of Japancse enterprises and 71 of local vender
enterprises by the end of July, 1995, ‘ '

Anchor companics must newly foster venders and assume the responsibility for
not only the purchase of products of the venders but also the provision technical and
managerial guidance o them. '

So far, the “Three-party-agreemeit imethod” involving the Govemment, anchor
enterprises and financial institutions, installed from April, 1993, is the first in the world,
replacing the conventional “Two-pariy-agreemernit methed” of the Goveminiént and the
anchor enterprises. The point is having added financial institutions to the element of the
program to suppott the financial procurement for the vender companies.
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2.4 'Experi_ence_of'Pubic and Private Support
to the SMFEs in Japan, Malaysia and Brazil

2.4.1 “Japan

2.4.1.1 An ovef\'ie\s'

Japan has a long history of the public support for SMEs’ technological innovation
acl_i'ifilics with various and subs_{aini:\l measutres and programs since the SMEs
Fundamenial Law was enacted in 1963, In this law, the Govérnment declared to support -
dc'vclo:pmenl effort of SMEs and concurrently requested the local administrations to
pursue this policy duly at the local level.

The local adiministrations and national reséarch laboratories execute various
assistance measures. Especially, the public research laboratorics, located in 185 places in
the nation, play important roles in the fields of technical training, R&D assistance, |
technical guidance and technology-rcl:ited information service, etc. to SMES._Thc 47
prefecture administrations coordinate various assistance drganimtibns in the central
government agencies, lhe local administrations of cities, towns, and villages and private
economic groups. In addiuon the prefectures atso take chargc of financing and
subsidizing R&I activilies of SM Es.

The private suppo'rt are executed to reinforce the pub!ic assistance WOrks
pacticularly in'thc ficlds of lraining and tebhnolog;f diffusioh. '

l-lowcver the SMbs ‘which apply for the supporting measures are cs(umu.d al
aboul 20 percent, at most, of all m‘muchlunng SMEs. The remaining 80 % pcrform
tcchnology development activities wuh lhclr self-efforts or in coopcmuon wuh other
private entesprises.

A lot of SMES ace a'fﬁiiatcdwlb_ large enterprises panicailarly' in the ﬁrocess.in.g _an't.}
assembly industey in Japan, and two- thirds of them are provided wiih'sdmc icchniéal' :
-guidance from large cnlerpnscs Technical gnidance of this type is not given by . |
1nslmltlon'11 1rrangement like the Supplter:. Development Plan of Argentina. Itis a
voluntary activity in the private scctor.

- Moreover, the “technology- m'ukelmg exchange group” becomes prevailing and
cross- sectoral cooperation among enterprises has become popular i in all types of SMEs -
ru:cmly. There are two categories of the exchange; voluntary activities of private sectors
and guided activities supposted by public programs.
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2.4.1.2  Polley framework for the 1990's

The council for SMEs policy of the central government has determined a
framework for technical support to SMEs in the 1990's. It is summarized as follows;

A.  Promotion of the integration of tcchnology and marketing

(I)  To promotc 1cchn0!ogical development activities.

(2)  Toexpand the geographical bound'\ry and relax he company- size thficallon
standard for the *Technology and Marketing Exclnngc Plaza”, to promote the -
network of the corporate exchange and the technology transfer from large
enterprises 1o SMEs.

(3)  To uscthe public research taboratorics as the core for collaborative R&D and
marketing network.

- B. Technology development through tocal research laboratories
(1) To foster creative SMEs by the promotion of R&D collaboration among SMBS
and by the utilization of local incubators.
(2) To promote Imkagc among tocal research laboratories, univessities and pri\?atc
cescarch institutes in order attain the scale of ecomony in technology developinent
 of the local level. '

C. ' Human resources development .
_ Training ofengmeers of SMEs should be promotcd In addition, tramlng cnp*u:lty
' should be cxpanded in the SMEs universities to strengthen the R&D capacities of SMEs,

D, Promotion of mtematmml coo;wmllon by SMEs
- Measures will be established to encourage SME:s to participate in mlermhona]
cooperation especially to foster supporting industrics in the developing countries.

2.4.1.3  Structure of support measures

Current measuies for suppotling technological activitics of SMEs 'i'rc:(l) technical
~ training, (2) téchnical guidance, (3) k,chnology develapment assistance, (4) regmnal
- technology development and (5) lcchnologlcal information and tcchnologlcal exchanges

The Government wories about Japanese industrial technological activities are
becoming weak due to the decrease in the competitiveness of technology of

manufacturing SMEs. To cope wilh this situation, the Govemment promulgated the
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tcmp()rar');' special Jaw in 1995 which aims to promote new establishment and R&D of
SMEs. A scheme under this baw will be explained in the next scction of this report.

Major implementing agencies of technological support are the local administration
and the research laboratories. Budget for their technological support partly subsidized by
the centeal government is as shown i Table VI-2-4-1.
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Figure VI-2-4-1 Measures for Supporling Techiological  Activitics of SMEs

Technical trai n'_ing B

“Tuaining hy govermént administrative division

Tiraining by the Japanese Small
Business Corporation (JSBC)

Technical guidance

Maintenance of Facilitics of public
research laboratorkes . 0

Technical guidance by advisors

Financial guidance by the public.
res¢arch aboratorics

Assistance (o technological

developmeat

R&D by the nationsl rescarch laboratocies

R&D by the JSBC

R&D by the public research laboratorics

Subsidics te tochnological developmet

Subsidics to téchnological develpment activities for

“enengy saving and pollution control

Tax deduction for R&D

Financing for R&D

Credis guaranice by the VEC in no mortgage
and suceess reward payment methodd

Regional development

Technological exchange

Development of local technelogics

Technology development for
manpower elficicacy

Swaegic development of Jocal technologics

“ Formation of local l-.‘chno]ogy nelworks

Holding of the technology and market exchange
plaza by adminisiration : '

Technotogy and market exchange support by
the JSBC . .

fnformation services

Soucce: "Guidance of SMEs measures” 1995, the association of SMEs diagnosis
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Table Vi-2:41 lludget ol' the Cenlral Government for Technical Support to SMEs
{unit: million Yen, { ) million US$)

< Financing supply > . ' ' L FY 1995

(1) Subsidies to technological development 3,363 {116
(2) Expansion of the free guarantee scheme of the credit guarantee system 400 (4.0
(3) Subsidy to the VEC fund 350 (3.5)
< Training and tectinotogy-related information >

{4) Cultivation of entreprencurship _ i (0.3)
{5) Training for start-ups support ' . 30 (0.3
{6) Technical guidance : : 340 (34
(7} Mainfenance of information system of the rcg,mnal mfomm:on centers and 173 {L.7)
public Jaboratories - ; : ‘

" |18) Regional collaborative R&D of industry, ac*tdemy and admlmslﬂuon 309 (3L
{9) Special diagnosis work to starl-ups ; : 16 - {0.3)
(10) Improvement of dccess ta patént information 1,707 (17.1)
< Service of matket information > :
(11) Foundation of techno-fair 56 (0.6
< Facility imbrovement > ‘ ]

{12) Promotion of incubation facilities of the thmi SLCtO[ _ 400 {4.0)

Source: Small and Medinm Eniciprise Agency, “$MEs white paper™ l‘}‘)ﬁ version

- 2.4.1.4  Subsidies for technolegical development

Local ad ministrations provide two schemes; (1) subsidy to tceh'nolog'ical
development and (2) subsidy to high-technology development.

- A mecting is held for public announcement of the schemes in every March, end of
the fiscal year of Japan and the application is executed from the beginning 10 20th of
Apnl ‘The responsible enlity '1ppra|scs candidate projécts by examining the proposed

'R&D plan and management pcrformancc of the 1pp1mm For ex'unplc, a responsnblc
agency in K'magawa prefecture approv ed 30 pro;ccls in £995. Aboul ”500 ])mjccts are
assisted by the scheme in- Japan in 1995. : o

(1) Subsidy to technological development
Eligihility: SME which locates its f’lClll()’ in the prefecture and 1uns, busincss
for one year or more and has intention to exccute technolo glc'tl
devélopment pmJecl lnSldC the prnfuctun,
Eligible projects: (a) R&D of the new technology and new producl
~ (b) R&D of high ledmology arcas
_Dlhcr projects of both categorics inust be complclcd within the
L ~ fiscal year |
Eligible expenditure: Raw material, machine and equipment and outsourung subconlmct
_ processing expense, eftc.
Rate of s'_ubsidy: Two-thirds of the R&D project expenditure
- Aimount of subsidy:
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CA; From ¥l mi"IOl’l (U‘5$10 lhous*mds) to ¥2 maihon (US$20
: lhous'lnds) ( for start-up SMES)

B; From ¥2 mitlion (US$20 thousands) to ¥5 million (US$50

* thousands) (for general SMLS)

C; From ¥1 million (US$10 thousands) to ¥7 million (US$70

‘thousands) (for R&D type SMEs)

.(2) Subs:dy to hlgh technology developnieiit

Eligibility:

Eligible projects:

Eligible expenditure:

" Rate of subsidy:
© Amount of subsidy: |

(2 SME which locates its facmly in'the pncfcclurc, and nins
businéss for one year or more and has mt_muon to €xecute the
lechhologiéal developmeat atone inside the prefecture

(b) A group of SMEs exchanging their tcchnology or a SME that
executes collaborative development with u niversities.

(a) R&D in high lechnology fields such as clcc(romcs new
maferial and brotc:.hnology _

(b) technology de\c!opmcm relating to w elfare equipment wilh
application of high technology. - :

Either projects of both catcgoncs must be complcted within the
fiscal year

Raw material, machine and equipment and (}ulsourung ‘subcontract
processing ¢xpense, elc.

50% of th_c R& D_ project c’xpcndilu're

A; I‘r0m¥l llll“lOl‘l (USSIOIhoumuds) to ¥7 million (US$7O
(housands) (for development by alone).

o B; From ¥2 million {US$20 thousands) to ¥10nulizon (US$IOO

thousands) (for collaborative development}.

2,4.1.’5 Support to new establishment and R&D support to

: SMEs

" Those eligible are SMEs or individuals which will establish a new Venturé. When

projects gel the approval of a prefectural governor, various suppotting schemes are

offered to them such as the foans, credit guarantee and concessional taxation. This i isa

priviteged support, more ndvanlagnous than other cxlslmg meastres for assistance so that
a lot of SMEs applied for this assistance in 1995.
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_Fable VI-2-4-2.  Assistance Schemcs' for the New Establishment and R&D

Equity Capital Issue:

’ (schem;) F\. enifthe mpnal amount exceeds ¥1 miltion (US10
thousands}, the Investnient and [)\.\elopmcnl of SMiis Co. Ltd, will
underwrite the stock of the approved companies,

{executing enuly) The Investment and Development of SMEs Co.
[.td. .

Reinforcement of SME's mortgage: _ _
{scheme) Ceiling amount of the insurance payment is expanded ep to
¥200 million (US$2 million) by the exceptional measure of the
SMEs insurance law. Ceiling amount is ¥70 million (US$0.7
million} in no miorigage frame and ¥20 million (US$0.2 million) in -
no monigage without warcant frame.
fexecuting enlity)The Credit Guarantee Corporalion

Fi imncmg for modemnization of rhachines and equipment:
{scheme)} The tepayment period is expanded up to seven years
{executing entity) Financial section of the prefecture admlmsuallon
the Kﬂnuaw'\ assistance foundation of SMIEs

Preferéntial treatment of tax:

' (scheme) Deduction of payable corporation tax by the amount
equivalent to 7% of fixed asset investment or the acceleration
depreciation of the asset at the rate of 30 %, extension of the period of
deficit carry over o 7 years, elc.

(execulion éntity) Taxation office

Sybsidies to R&D: _ .
(scheme) Ceiling amount is ¥30 miltion (US$0.3 million) and rate of
subsidy is two-thirds of R&D cxpenditure. Period of subsidy is not
limited and . personnel expense can be included in eligible expenses.’

- (execuling eatity) Section of industry and trade of the prefecture
Concession loan with low interest; - .

: (scheme) [xpansion of ceiting amount of institutional loans: up to
Y600 million (USS6 million) for the Regional SMEs activation loan,
up to ¥60 million (US$0.6 million) for the Employee’s independence
loan and up to ¥350 million (US$3.5 miitlion) for the Special loan
for promotion of technological exchange of different type industry.
{exccnting entity) The Small Business Firiance Corporation, The
People's Finance Corporation, The Centrat Bank for (‘ommeue and
Industry Cooperatives C

Financing of corpmate union promotion:
{scheme) Works such as grouplng of SMEs, or SML faculmcs and
_cooperative works in the field of knowledge inténsive activities are
financed 80% of the project cost without charge of interest,
{execwling entity) Section of industry and rade of the prefecture
administration

Advice on the planning and exccution of the project
“{scheme) Consuliing for the planmng and enwl:on of lhe el:gable
project 8

: {executing enmy) The Japanése Small Business Corporallon
Sousce: Kanagawa Prefeciure .

2.4.1.6 Activitics (f)f' public rescarch laboratories
Public research laboratorics are taking charge of a crucial part of the technical

~ support to SMEs in such activities as R&D, technical guidance, training, and technology-
retated information and exchange
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R&D: . | . S
Public research laboratorics carry out various R&D such as ordinary R&D,
collaborative R&D and contract R&D.

The results of R&D are fed effectively into technical support activitics.
Laboratories also provide them to the private sector lhrough'ptpblic announceiment,
rescarch report and the journals.

_ Technical guidance: .
The laboratories carry out test and mnlysls upon request by the private sector at
© certain charges and give consultation and guidance free of charge.

* As the amount of charge is limited to ¥13,000 (US$130)/case by the ofdinance,
there is a considerable economic benefil for the SMEs, when the test and analysis require
highly advanced equipment.

- Technical training:

Rescarch faboratories support the R&D personnel of SMEs by prowdeng the
opportunities of training and handling the moder facilities. These trainings are _
~considered, today, as the best slratcgy:to keep the strong Ctjmpctitiven'cs's of japanesc
industrial léchaloiogy.

 The research laboratories also facilifate the international research cxchange
‘program to accomod'ue researchers from various dcvclopmg countries.

_ | Technoldg)}-rcl:itcd inforination‘and éxthangc: - _ :

The research laboratories collect a lot of journals and books related to the science
and technology. In addition, these laboratorics developed the original databases which
consist of tcchnotogy information file; cnterpnscs technology information, science and
| (echnology experts information, research facitities information, R&D information and
l_lbrzuy information. - They offer free referral service of the database at the requiest of
: énterpriscs and citizens,

Major commercial databases and patent information database are also available by
* the referral service though the cost of service is charged to the users.

Morcover, the laboratories cary out the forum activities such as lecture seminars,
course seminars and a symposium aiming at development of now techrology and new
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* product. By these activitics, public aid private pessonnel are given opportunities to
© éxchange technologic¢al information.

2.4.2 Australia

2.4.2.1 Outline of governmental support to SMEs

Policy objective of the institutionalized support programs to SMEs is set to
promote the globalization of productive activities and (o improve the compelitiveness of
productive scclors.

The prograins address two themes;

* Building competitive firms: through business assistante programs aimed at encouraging
jnnovation and improving the take-up of technology, improving management skills,
ensuring access to both debt and equity capital, and exports. :

* Building a competitive environmenl: enstiring that Australian firms have cvery -
opportunily (o compete in the global market by continuing the process of micro-
economic and taiiff reform, ensuring a strong science base, improving market access
and promoting investment and business linkages. '

In response (o a call from industry to make the government's programs moré ‘
meaningful and accessible, the Governnieat has created Auslnduslry as anew ofhcc ‘
within the Industry, Scncncc ang chhnology portfoho ‘

‘Under the guidance of a prw'ltc sector Board Auslndus(ry focuxes on nnprovmg
business access to effective 'md efficient programs o

Ainong the objectives, Ausindustry will strengthen the coopcmti\"e partnership
among the key enterprisc improvement activities within the industrial porifolio and
- relevant programs in other poxtfohos cnsuring that firms have access to programs most
relevant to them, no matter the source of the program.

The technical support program for “Building Conipetitive Firms” is called
innovation program and its major schemes are: '
* Tax Concessien for Res'_earch and Developimeint
* Concéssioh Loans for the Commerciatization of Technological Innovation
* Compefitive Grants for lnduslry Research and Development
* Austratian Technology Group
* Technology Access Program, cle.
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Progeams shown below are carried out for “B'uildinig a Com;iélhii‘(:Environant”
purpose. '
* Intemational Science & Technology Program
* Tnternational Industey Collaboration Program
* Science and Technology Awareness Program
* French-Australian Industrial Research Program
* Cooperative Research Cenlers

2.4.2.2 Innovation program

The institutionalized technical support measures in Australia are very concise.
Content of each scheme of R&D (ax concessions, R&D financing, R&D subsidies,
technology-related venture capital and technology-related information services is quite
simple and easy to understand.

A, Tax concession for research and development
The eligible R&D activities must have adequate Australian content and lhe results
“must be exploited on normal commercial terms and to the benefit of Australian economy.

~ Expenditure eligible under the concession at 150 % includes; salarics, wages and
‘ovcrhcad costs which are directly related to the company's R&D activities, contract
c)gpcndmm,, and capital expenditure on R&D plam and equipment mcludmg pllot plant. .

: Annuai chglble cxpcndxtur» must exceed A$20 000 (US$15, OOO) The minimum’
' ‘f01 p‘lﬂlClpatlng in R&D syndicate is A$500,000 (US$370 000)

B. 'Comp'ct'itivc grants for industry research and development

A competitive grant for R&D is available o firmis undentaking market driven R&D
; programs cither alone, or in collaboration with mSeai_'ch organizations, govemment
. pariners orend users.

_ The program'provid_cs grants of up to 50 % of the cost of undertaking R&D fora

period of up to three years. The grants are available on a competitive basis for:

* market driven R&D in dynamic firms needing assistance but unable to receive 150 %
tax concession :

* collaborative R&D activilies, which are hlgh risk but could prowde extensive benefit to
Ausiralia
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* rial and demonstration activitics between technotogy developers and poteatial
customers
* collaborative R&D 'lcinuly bclween fics and research institutions

Eligibility of applicants is assessed on relative merit by the Industry Research and
Development Board.

C. Concession loans for the commercialization of technological innovation
The Government has allocated A$48.2 miltion {US$35.8 million) over a four year
period to encourage and further the commercialization of technology.

- Loans are made available at concession rates to firms through a competilive
selection process, based on merit. Firms with fewer than 100 employecs which have the
capacify to successfully manzige a conmunercialization process are cligible :lo'apply for
support.

Commercialization activities supported by the loan are limited to the following

areas, which may iriclude related inarket research; '
* product/process design
* trial production runs

* regulations and standards complmnc\,

* protection of core intelleciual property
* * trial and denionstration activitics -
* product doc*umcnmlion ‘

D Aus!mlnn I‘cchnology Group
The Austtalian ‘Fechnology Group Ltd. (ATG) is a technology commerciatization
- company established to confribute to the profitable commercialization of Australian
technologies developed by the public and private sectors. - '

The ATG secks (o bring early stage product development activities to a point |

where viable inteltectual propeity and commercial rights, products, process or comp'mlcs
canbe dcvcloped to exploit prior investment in technologics. It is able to:

* identify and evaluate téchnologies with commercial potential -

* provide effective protection and control of intellectual property

* provide secd capital to bring projects 1o the stage where they would be atiractive to

pﬁﬁte'éeclor paitners

- * provide management expedtise and international experience in product marketing to
~mateh high potentiat inarkets with qmltly sources of high lcchnology
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* commission research and product development from public sector institutions for SMEs

ATG has been eslablished with an initial Government cquity of A$_30 million
{US$22 million). In the long term, ATG will be secking additional equity from the
priVate sector to contribute to profitability investment in an cxpanding group of
technologies.

'BE.  Technology Access Program
The Technology Access Program aims to cnhance the compelitiveness of
Australian firms, particularly SMEs, by improving their abilily to understand, evaluate
and adopt appropsiate technology to Jift their capacity and performance. The program also
aims to improve companies' access to the technical knowledge and expestise found in a
range of instilutions across the country, generally located in the university and TAFE
systems.

Australian leghng ogy Network
The proposed Australian Technology Nclwork will help consolldatc existing
“academic institutional infrastructure into a gocrdmatcd national nelw_ork of centers. -
Existing centers will be encouraged to join togcthér to respond to specific industry needs
* and operate in a way that makcs them readily accessible (o firms, padicularly smaller
conipanies.
C()mpcmwe gmms w;ll bc nndc 'Wmhblc for groups of acadeniic institutions or
- Centers to assist in the arcas of apphed n,sc.art,h and dcvc!opmcnt transfer of techriology,
: prowsmn of lcchnolog:cal mfommuon adwcz, and related training.

Technology Counsclors will be available through Ausindustry's enterprise
nnprovement services to: :
“* help firmis make the right connections with institations 'md the deliverers of govemmem
“assistance programs
' * provide technological information and advnce to firms, and
+* performance advisory and referral service.

Technology Counselors will also play an important role in linking the various
centers participating in the national network to ensure that firms across the country can
have access to the most appropriate technical advice wherever they may be available.

cchnology awaceness and gjemo;m_&[’rﬁafion (Company level s’u‘ppgn[
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Competitive granls will be available for a rangc of projects aimed at raising
awareness, encouraging uptake and /or demonstrating the participation of new and
appropriate technologies at SME level and industry in general.

Subsidics for projects such as lechnology audits and feasibility studies aimed at
improving the firm's ability to identify, evaluate and introduce new technologies will also

be available through Ausindustry.

Review of intemational best practice in the adoption and management

The Gavernment is undettaking a comprehensive study on intemational best
practice in the adoption and management of technology.

The outcome will be disseminated through:
* the publication of a literature review, the case study material, and a policy document,
and . :
* {he production of a “how-to” manuals (aimed at managers) and Video (aimed at staff).

The lesson learned will also feed into the development of industry assistance
programs and relevant higher education courses and workshops.

- 2.4.2.3 Innovation program of State government (Business Victoria)

To make the Government mow rcsponswc and appr()’lch'lblc to business and to
further assist and support Victorian comp'mlcs (o beconme lntcmallonally COllllel[lV
‘Business V:ctom has been established with rcsponsnb:hly for ; a new packaga, of
5programs o o : I f SRR

Business Victoria acls as a single point of contact for business. Tclebhbne
Helpline has been established to provide quick access to information and assistance.
Busmess Victoria Concen(mlcs on (WO new areas;

* Extending and improving a range of consulting services dcsngncd to improve the
strategic management and COIllpellllVb posmon of modem LOHI]]QNCS and
* Encouraging innovation within SMES and pronipting Viétoria's research c'upablhltcs

The initiatives of Business Victoria consist of three categories: enterprise
improvement, innovation and export.

In enlerpnsc nnproveinem, as lhc principal delnery vchtclc for Auslndus(ry in
V:clona Business Victoria will offer msler access to a range of State and Commonwealth
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business services. Business Victoria will add to AusIndustry/NIES with extended
programs, ' ' o

In innovation, Business Victoria intends to promote innovation in Victoria through
a series of programs. Innovation programs are shown below.

A, Promotional and technology awareness program

The purpose of the program is to dévelop a strong innovation culture within the
Victorian community through an information dissemination program aimed at raising
firm's awareness of technology and Victoria's research and innovation facilities.

The following dircctories/databases will be published in 1995-96:
* A directory/database of the major public sector research facilities, with an outline of key
research and development activities.
* A directory of the fourtcen Victorian-based Cooperative Rescarch Centers with a reset
node in Victoria, listing their research and developinent capabilities.

The budget of the program was A$435,000 (US$360,000) for 1994-95.

B.  Technology diffusion _
The purpose of lhe program is to enhance the international competitiveness of
' Victorian industry by promotmg and developing strategies for lhe diffusion of
technology.

: Them aﬁ, various 'tpproachcs in lhe progmm such as consultmg Qludy on thc |
i SMEs lechnology ncc,ds a markclmg exercise on rapid prototyping facility, tooling
-_llldllel)' seminars and prows:on of technology networking.

The budget 'of the progmm was A$3.33 million (US$1.14 miltion) for 1994-95.

' C Markclmg Vlctonan tcchnolog:cs (‘\ pilot program}
The purpose of the progmm is to assist in the rmrknhng of Victorian tt,chnologles
':overseas

Assistance will be provi'de'd to selected SMEs and to research and de:velopmcnt
organizations, to enable them to package technology projgcc(s"fo'r joint marketing. Up to
seven technologics will be selected f'or:lhis pitot program.'Scléc(ed_ technologies will be
packaged by expeit consultants for direct marketing in the pilot market. |
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“The budget of the program is A$100,000 (US$75,000) for 1995-96.

D. Best practice 2000: A stralegic study

‘The purpose of the progeain is to provide a inoded of best practice for the
manufacturing and scrvice industrics that will enhance their intemational compelitivencss
for the year 2000 and bcyond.

The study will: .
* Develop i mode! of Best Practice 2000 characteristics based on the best performing
companies.
* Assess the present position of Victorian and Australian firms relative to that model
* Help understand the change process, resources and needs of organizations, depending
. upon their size and context, necessary to achieve best practice by 2000.
* * Transhate the knowledge into a range of industry improvement sub-progeams,

The budget of the program is A$150,000 (US$1 10,000) for 1995-96.

| Muimizing benefits from Cooperative Research Centers

. Commercialization of R&D is key objective of the Victerian Goverament's

: mnomuon policy. The purpose of the praject is to assist Victorian-based Cooperauve

' Rcscaruh Centers{CRCs) to com:mrcmhze and cxpon their R&D, :md 0 assist SMLs .
access to CRCs fqulmcs and services. '

Assnslancc of up to A$2S 000 (US$1 8 600) per pl‘OjLLl is des:gned to l!]Cﬂ.‘aSt
the prolﬂblhly of success of pmposed R&D Pre(cn,nce will be gu&n to pchcls whwh
involve SMEs. o

Priosity wilt be given to those projects that: |
* Would not be possibly undertaken withowt Government assistance.
* Provide maximum net benefit to Victoria.

The budget of the program is A$200,000 (US$150,000) fof 1995-96.

2.4.2.4 . Compuicr-based business information system

“Emphasis is put on the development of computer-based information system that
“will support SMEs to access the assistan! programs without trouble.
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Ausindustry will also be a source of critical busincss information. The
Commonwealth, through the BizLink initiative, is working cooperatively with State.
Governments to develop computer-based information sources for business, These |
sources include a comprehensive guide to government progeains and services of interest
to business, information on business licensing requirement, and training sources.

BizHclp .

BizHelp is the first in AusIndustey's suite of business information products,
collectively known as BizLink. BizLink underpins Ausindustiy's role as an entiy point
for all govemment business assistance programs, by providing quality information and
referral sources.

BizHelp is a powerful information tool that puts the details on over 500 business
assistance programs for SMEs.

BizHclp: :
* js used by Auslndustey and other government agencies to direct businesses to
appropriate assistance _
* is widely available and indispensable to accountants, mdustry associations, banks and
consultants )
* # includes a software package, qu’tﬂerly updates, a basic training pacmoe 'md access to
help dcsk service - ‘
*® Ilsts over 500 programs and services providing tnduslty assistance
' " funs on any PC with Wmdows or Apple Macintosh and is simplc and user- fnendiy o
'75 wm A$200 (US$1 50) per 'umum with a multi- uscr llccnsc available for A$2,000
(US$I .S00) for ten or MoEe w0rk stations.

BizHelp was launcﬁcd on November 1994. Refated Bizl.ink products will be
© phased in during 1995-96. Future products wilt be introduced as a result of market
© demand and will use delivery mechanisnis which are appropriate to the needs of users.

Thc‘_néxt BizLink product was scheduted for delii’ery in 1995, The Austialian

Chamber of Commerce and Industry and Auslndustry were working on the development
* of a module that would focus on business assistance services offered by industry
associations and chambers of commerce.
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2.4.3 Brazil
2‘.4'.3.:1 Private scctor institutions

‘The mstitutional framework lor technical support for SMEs in Brazil is quite
different from similat framework in other countrics.

~ The National Confederation of Industries(CNI) and the Brazilian Micro and Small
‘Companies Suppott Service (SEBURAE) are private executing entities that assist micro,
small and medium companies in various areas including technical support.

Though the Financing Agency for Projects and Studies (FINEP) is the principal
public agency supporting for projecis and programs regarding technological development
and R&D, it sets up a new program for micro and small enterprises’ tcchnology
development activilies in cooperation with the SEBRAE since Jan:uary 1995.

The CNI assists SMEs of the confederation and SEBRAE assists micro and small
enterprises including those of the so-calléd informal productive sector.

"The CNI, as an entity with the greatest entreprencurial union representation is -
involved in designing industrial projects and policies. For supporting SMEs with
technology-related issues, CNI has a Department for Small and Medium Industries
Assmlanc;(l)AMPl)

The DAMPI was cn.ated in 1972 'lbsorbmg and cxpandmg the lalc N'luoml |
* Center of Indusltrial Pmducuwly lts m’l_l()l' objecme;s lhc mlmducnon of a nalmnw:de :
support system for the SMEs." It designs basic national programs and cooperates with
regional programs. It promoics exchangx, of expericnces, conducts studies and researches
on SME problems. Its activities are based on three basic 'mas training, support of
technotogy-related information and development of industrial technologics.

The SEBRAE offers similar services to that of the DAMPI to inicro and smiall
companies in various productive seclors. The SEBRAE Syslem is unique and has

~ important aspects with dynamic and intensive supporting aclivities:

* local needs-oriented services through decentralization

* developnient of many kinds of supporling tools

* excellent access to the facility

* good coordination and Ii'nkagc with other supporling entitics

Details of the SEBRAE System are described in the next section.
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2.4.3.2 Organization and activitics of the SEBRAE

The SEBRAE is defined as an autonomous _micl private social service | uncton,
established in January 1991, which has succeeded the previous stite CEBRAE {Brazilian
SMEs Support Center). Together with the change of the name, there was a change in its
legal status since it became a private eritity.

Nevertheless, SEBRAE is stifl in line with the governinent policics aimed at
enhancing the quality and productivity of companies in generat.

SEBRAE differs in some aspects from the models of similar entities in other
couatries.

The uniqueness comes from the fact that |ls highest ruling body, the National

~ Deliberative Council, consists of representatives from several institutions and segments.

In other counties, similar institutions with similar goals are usually under the guidance of
- government agencics.

Thie National Deliberative Council is composed of representative from the
industrial, commercial, agacultural and scrvice sectors; the arcas of research and
3 (uhno!oglcal devclopmeni, and ﬁmncnl and credit institutions that prOVIdt, adequate lines
of credit for meeting lhc needs.

The financial resources are collected through the contribution of firms (hrough a
‘retention of 0.3 % of the salaries of commercial and industsials sataries throughout the
country. This amount is transferred to the national SEBRAE which then transfers it (o the
state SEBRAES according to the population of each stale.

The operational unils in the state and Federal District have their own separate legal -
structure, though they offer the same type of service as indicated by the guidcliliesl of the
National Deliberative Council. Nevertheless; this standardization is 'pursﬁcd only in terms
. of philosophy, and emphasis is put on the character of each region,

Ficlds of activitics of SEBRAE are shown below:
- * Specific training through courses and lectures;

* Supply of information via database;

* Specialized consultation by technical teams;

* Preparation of technological publications;
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* l)lsscmlmllon of mformatlon lhrough ncwspwpers magazines, radio and television;
o F Org"uu?auon of teade missions;
* Participation in fairs and exhibitions;
* Conlacts with public and private enlities;
* Encouragement for creation of business centers and mini-industrial districts;
% Dissemination of information on potential markets and opportunities for new
businesses; .
- * Contacts with credit institutions;
* Agreement with other snippoaing catitics for micro and small companies;
* Preparation of formal projects;
* Promotion of purchase, sale and service centers; -
* Promotion of joint ventures,
* Approach to universities, technological centers and research and development entities.

_ To maintain continuity to its activities and the qu'ality'of the service (o companies
nation-wide, thc SEBRAE system regulasly updates its information refated 1o the reality of
the business society.

SEBRAE's technical team regulaly attend prograins desigried 1o keep them
abreast of the latest development and trends. This training crable them to appraise the
impacts that any éllnngcs in government policics, markel situations, legislation, etc. can
have on small businesscs. ' ‘ o

SEBRAE's busmess phllosophy Ins permlllu! itto bccomt, lhe most outsmndmg
Branlnn entity supporting this scgmenl of compamcs of wm! cconomtc 'md sowtl _
lmpoﬁ'mce

Computer-based infonnation svslcm' (The SEBRAE Counter)

Since information is a common factor in all of the activitics performcd by the
systeny, an 1nformanon center has been set up to prowde access to a wide range of data.
~ Located in every state and soon to be established in City and Town lhlls Board of Trade
and business assocmhons the SEBRAE Counter is the door to the Sysiem for micro and
small businesses. The layout of the SE BRAF Counter is standardized lhroughoul the

nation.
Staffed by the trained personnel, the database is linked to other information

* networks and is thus capable of méeling the on-going needs of the users from start-up
through consolidation and growth, '
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2.4.3.3 Tcéhﬁi(‘al support by SEBRAE'

The SEBRAE carries out its technical support programs according to the objective;
technology development, problem sotving of technical activities, encrgy saving
technology and awarencss of techiology, ete.

The SEBRAE assists téchnological inmovation of micro and small companics
through provision of subsidy to consulling fees.

(Example 1) PATIME

PATIME is the typical technological assistance progmm of SEBRAE to suppost -
quality improvemeit, new technology developinent, business feasibility study and
introduction of technologies, etc.

" In $994 this program provided support to about 2000 compamcs in 24 states
among 27 states of the whole country witha parl:cxpauon of 320 coisultants who of fered
80,000 hours' consulting services. '

The cost of the consultancy amounted to US$700 per company and was shared by
the SEBRAE (35% of the total cost), FINEP (35%) and beneficiarics (30%).

© The numbers of both pasticipants and consultants doubled and program execution
was extended to 27 states in 1995

‘ {Exm mple 21 SFBBAE ng , _
' This program was ncwly developed and commcnced in September 1995 10 solve
the technological proble.ms of micro and small enterprises.

Companies could receive consuliation on a specific and sophislicated technical

3 pmblcm up to 20 hours at the cost of 27 REAL (US$28) pcr hour, chlstmuon of

- consullanis from umversmes and n,sean.h laboratories was completed in 15 states by the
end of June 1995,

2.4.3.4 Financial assistance pi'ogram for technoloéical acﬁvilics_

FINEP

FINEP, a public financial institution retated to the Secretariat of Sciénce and
Technology of the Presidency, finances efigible projects in the field of R&D, technology
transfer and quality control. .

1



Vol. VI (Chapter 2)

The US$500 million of fund of FINEP comes from various sourccs; the Nationa
Treasury, spécial:dcvélopmenl fund, local financial institutions, the IBRD (World Bank)
and the Inter-American Developmerit Bank and foreign technical cooperation cntities,
FINEP extended loans of about US$350 million to private enterprises and about US$$50
million (o fund universities and sesearch laboratories in 1994, Terms of the loan applied to
private scctor are up 10 10 years of repayment including 3 years of grace with an annual
interest ralc of 16 % phzs adjustment index.

There are (wo prioﬁty ficlds of financing:
* high technology industry such as factory automation, electronics and biotechnology.
* regional industries of priority in terms of on employinent and tax revenue effects, such
as lcather industry and footwear industry.

FINAP-SEBRAE joini financing program for SMEs
This financing scheme was launched to improve competitiveness of micro

enterprises with less than 100 employees in fanuary 1995,

Ehg:ble projects are thhnology related and quality- rchtcd ones. The scheme is
shown below.

While totat budgct for the scheine was setat 78 IIll"lOl’l RbAL (U‘§$’17 nnlhon) for -
1995 SEBRAE allocated 8 million REAL forits LOﬂ(l‘lbl!llGil o u

Amount of ﬁnml‘cihg:per project: L up o, 120 000 REAIJ (US$123 SOO)

Interest rate: 2175 % pa.

Grace period: 24 months .

Repayment period: 36 months after the grace period

Guaraniee: 90 % of debt will be guaranteed by SEBRAE

2.4.3.5 Regiénal experience (th¢ State of Sao Paulo)

FIESP-Sao Paulo State Industiy Federation . |
The FIESP represents the industrial enteepreneurs of the State. -

It has created the DEMPI with the objective of suppotting the development of
SMEs in the State.

‘The DEMPI provides:
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* raining supplying courses and scminars;

* consulting services and entreprencurial diagnosis for addressing opcmiional and
technological problems;

* diffusion of information on business development through databases, such as a list of
consultants for project analysis, sectoral development, etc. and a list of potential
partners, etc.

SEBRAE-SP
The SEBRAE-SPhas a nelwork of 17 regional offices through which it meets the-
information and scrvices demands of SMEs,

Its major action lines are:
{a)  Training activities both on entrepre neunal management and on subjects related to
' new tcchnologies.
(b) Entrepreneurial business subcontracting and business exchanges, elc.
‘- (c)  Dissemination of useful iilforslwation to SMEs. - |

For tcchnologzcal consulting services dm,clcd towards the diff fusion of new
lcchnologtcs and mnovanon the SEBRAE Tec Program has bccn established.

“In '\ddllton based on the pol:cy of some large enterprises, ihc SEBRAE has
dcvcloped a training progmm organized 'tmong agroup of 15 large emerpnses
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3.1 Argentine SMEs’ Quality Improvement Activitics
and Remaining Hurdles

3.1.1 The Current Quality Improvement Activities

a. Introduction

- Itis widely récdg'nim:d that quality ilmnprovement activities arc essential part for
manufacturers in order to secure thcir compelitive edges in the market and achieve
expérl’s. And an endowment of competitive suppliers in many industry types is
considered one of the necessary business climates to attract foreign direct investments.

‘Three kinds of surveys were conducted on SMEs” current quality improvement
activilies in Argentina, They are a survey on autopart and capital goods ranufacturers by
the siudy lemh itself, CEPAL’s survey on leather products, chemical/plastic products,
metatlic products, scientific machinery and equipment, and KPMG’s survey on autopart

manufacturers.

As the resuls of those surveys, a number of the SMEs have been undcﬂﬁkinQ
quality-improvement programs since 1990: for instance, by contracting with privaic
consultants and recruiling quality-conifol experts. Quality improvement pn'nnrily involve
the mlroducuon of 5-S programs (the five S’s: seiri, seiton, seiso, sciketsu, shuukan;
Japanese ferms synomymous with workplace ordcr, cleanliness, and routine), problem-
analysis tools, Cell’s system quahly self-control systems, and Poka- yokc (foolproo!‘ )

systems in ph‘ntg

Accordmg 0 JICA’s survey on qu'ihty comrot in Afgunma completed m
November 1990 lACC (Inshlulo Argenlma de la Calidad), ASADECC (Assocml:on
Argentina de Calidad y COl‘lﬁ'lbl]ld‘id) and other orgwmzallons' and universities are
providing seminars and/or training courses. IACC gives priorily to the training of
technicians who graduated a technical high school. ASADECC regards the seminar for
executive and on QC circle as imporiant. SRR

. The exislcnce of profcssmnai quahty -conteol orgamzauons such as ISACC and
| ASADECC is an advamage of Argcmim Butitisa problcm that many of the SMEs do
“not include those courses in their stalf lrammg programs bccausc_lhose courses are not
“capable of fully satisfying their practical nceds. '

' 7 b Other organizations include CG! (Lon!ederacnon General de Ia Industria de 1a Republica Argenlma)
“UIA (Umon Industrial Afgentina), INTL, IRAM.- All of lhem except INIT ate organizations of private
“seclor.
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b. Human resources _ _

According to the survey conducted by CEPAL, out of 19 'sm.hp!e':SMF,s half of
them have only onc employee in 'ch:irgc of quality improvement activitics, 13% have no
one responsible for quatity improvement activities and the rest have more than one person
in charge.

Sixly seven percent of the sample SMEs have to train their personnel committed to
~ qualily improveiment tasks. Nevertheless, at present only 46% of them are involved in
training progeams.

¢. Quality improvement activities _

In general, the use of organizational techniques by the sample SMEs is scare and
the propoition of enterprises using relatively complex techniques is smatl. Besides, the
implementation of such techniqu’es is, in some cases, paitial and limnited only to some
phases of productive process. It should be noted that in most cases, the SMEs siaﬂed
using these techniques after 1990, these being their first advance in the quality
improvement field, with an aim at maintaining themselves in the market through new .

* operation procedures. |

A strong heterogencily exists among these SMEs as shown by the fact that almost
a third of them use less than 20% of the studied eight indicators?- and ten lechniques?,
and a quarter of the enterprises use more than 40% of such indicators and lechmqucs
‘The most used lechmqucs are: " Problcm analysis tools", "Preventive maintenance",
o Quahty circles”. On the other hand, techniques such as JIT, TQM and KAN- BAN are

used by less than 5% of the SMbs

According to lhcisnrvcy: cffected by KPMG, product andfor service quality
control activitics* carried out by 66 autoparts manufacturers that answered the
questionnaire survey do not substantially differ, since the percentage of manufacturers

"ow

2 The indicators are the following: "Average deh\ery terms", ProduClwuy cwluuon" "Waste
penemage" 'Pmporuon of discarded final products”, "Stock rotation”, "Percentage of rework time",
“Evolution of processing pioducts”, "Othet mdlcators

7 3 The techniques and quality norims of interest ase the followmg “Problem-'malysm tools",
© "Preventive maintepance”, "Quality circles”, "Processes statistical control”, "Mode analysis and fallure
effect”, "Cells productmn", "Just in time", "iSO 9000, “TQM" and “Kan ban".
4 The quality control activitics: *Docunent which defines qoality policy”, “Docuniént which defines
the responsibility, authority”, “Executive review of the quality system at the specified intervals”,
“Preparation of the qualily manual”, “Preparation of the documented procedures”, “Preparation of lhe
quality plan”, “Documentalion of the procedures for controlling and verify dessg ", “Design verification to
conform lo user néeds and requirements”, “Inspection aind testing of incoming goods" "n- -process
inspection and testing”, “Final inspection and testing”, “Maintenance of inspection, measuring and fesling
equipment”, “"Contral of non¢onforming producls" “Documentation of the procedures for implanting
corrective action”, “In-house quality’ aud:tor
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that implcmém cach activity range between a maximum 8.3% and a minimum 4.4%.
However, the highcr percentagé relate to the ihspcciion and testing of finished products
and products in process ' On the other hand, design verification is the control activity
with the lowest percentage. This is not surprising, since when the companies identificd
their weakness, a considerable number of them pointed out design as a weakness.

There is a clear teend towards carying cut a detective quality control aimed
directly at the products. Inmost of the companies no prb\'i.nlivc controts are performed
and the activitics carried out are not aimed at LSl'lthhlng a standard quality system, bt

rather at a specific control of the produicts.

d. Quality improvement assistance from clients

Sixty live percent of the autoparts manufacturers surveyed have recently been
assisted b_y_cliems in matters conccmirig the quality improvement of their products. The
assistance comprises the fo_lIowhtg five farge groups: (1) assistance in continuous
improvclhém prog.rams; (3i) support for oblaining of the 1SO 9000 certificate; (iii} quality
audit; (iv) courses and training and (v} suggestions for quality HMprovements.

¢. Hirdng extemal institutes to improve producl quahly

Fifty five pergent of the sample autoparts manufacturers hlred external institutes
during the last fiscal year. T hCy hired mainty consultants working exclusively in the area
of quality improvement. many of the small antoparts manuﬁclurus survcycd also sought '
- external support from mdcpcndent profcss:onals particularly engineers. '

Fifty three perébm of the respondent autoparis manu factur'c:r's' admit that their.
L compan"teé need external 6rganizmi01i to s'uppon' ‘qtialitj improvem_eﬁ'ts. S L
f. Obtaining the ISO 90()0 certificate

Oaty one of the 39 sample SMESs has oblamcd the ISO 9002 cedificate. .

Only one of the 66 sample autoparis manufacturers has obtained the ISO 9002
cemﬂcate it is no coincidence that both of them run their business with forugn investors.
Most respondenl autoparts manufacturers (32%) answer catcgoncqlly that lhey mtcnd to
obtain such certificate. The rest said that they did not have the cedificate and did not phn
1o o_blam one for the near future. '

g Obslade.s and required '1ssnstancc

Fifty nine percent of those which have some obslacle to conducting quality
impr_o'.{ument aclwmes among the sample 39 SMEs mention that the shortage of financial
' resources is the major obstacle. Other obstacles are the dif ficulties in changing SMEs
culture (30%) and the tack of adequate institutional support (30%).
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Twenty eight percent of the sample antoparts manufacturers mention that there is a
nced of training services in order for them to obtain the ISO 9000 cestificate. Twenty
percent of the samples want the subsidies for consultant fees and 17% want the subsidics
for training fees, in conncction with the training services. In addition, 18% of them
require the assistance in information services and 17% of thein sequire the assistance
through an in-house gualily auditor.

3.1.2 Accomplishmcnfs ‘and’ Remaining Hurdles

a. Accomplishments

A number of the surveyed SMEs have been unden'aking intensive quality-
nmproveiment programs since 1990: for instance, by contracting wilh pnvalc consultants
and recruiting quality-control experts. Quality lmpmvemem pmmnly involve the
introduction of 5-S progmms (the five S's: seir, seiton, seiso, seiketsu, shnsukc
Japanese terms synonymous with workplace order, cleanliness, and good habit), quqhty
self-control systems, and Poka-yoke (' l‘oolprooi‘.) systems in plants.

A majority of the respondents (hat involve the introduction of 5-8 programs,

~ quality scif-control systems, and Poka-yoke (“foolproof™’) systems in plants have
“demonstrated impgessive gains in terms of lowered rates of defective products and
heightened productivity. In fact, over the past five years, some have even succeeded i
fdccreasing lhcir defect rates to one-tenth of the past rates.

A subslaml'ﬂ an of the samplc SMEs still subjcct their ﬁnal products o lmle _
more lhan visual checks or lnspecuons that rely only on venire micrometers and othcr
:unsophlsucaled instrumentation. Clearly, top management execulives at such enterprises
have plenty of room to show a stronger commilment toward supporting their quality
improvement activities with appropriate assistance from quality control organizations or

consultants,

" b. Remaining hurdles | |

A substantial p'ut'of the sainple SMEs noted that seminars and training courses
conducted by Argmlme quahly control organizations are not capable of fully sahs!‘ymg
their practical nceds. On the other hand, niany of the quality contro! personnel responded
that they would participate in the seminars and training courses Ied by foreign msﬂtutlons
or instructors even if they had to dm'magc to find umc These responses suggest that
Argentine quality conteol organizations need to tmprovc the content and quallly of their
services.
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Argentinais a hrgt, country wuh SMIs scattered nationwide. Different regions
have different iypes of SMEs depending on their resources which SMEs use for material,
Sometimes, these SMEs form an essential part of the claims from raw matedials to the
market, be of foreign or domestic. Under the circumstances, limited quatity of
materials/paits in regions tends to result in Hmited quality of the final products after being
process;d!asscmbled in SMEs. Thus, establishing a national network capable of
assisting SME quality unprovt,mem activities in an efficicht manner remains an finportant
issuc.

Despite the expressed desire for quality improvements, a substantial number of
SMEs do not have the financial résources to hire outside consultants, which effectively
implement training programs and other quality improvement activities. Providing
financial assistance to such enterprises thus counts as yet another chalienge.

The SMEs which have already cut their defect rates by impressive margins will
nevertheless still find themselves pre essed to push those rates urther to the right and trim
lhelr product costs if they intend to stay on top of the global competition. To that end,
lhcy must inove to enlarge and reinforce their cxistmg quahty -control systems and pursue |
‘all-out modermization drives aimed al replacing outdated plant facilitics. Oblalmng long-
term, low-interest financing for such undertakings, however, will constitute a formidable
hurdle f()r.many. : ' U |
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3.2 Actmtles of I,eadmg Quality Improvement
Organizations
3.2.1 Servicio Brasileiro de Apoio as Micro e

Pequenas Empresas

The Servicio Brasileiro de Apoio as Micro ¢ Pequenas Empresas {‘BEBRA[‘} was
founded in 1972. In 1990, it was given awtonomy from federal govcmmcnt control and
privatized. SFBRAF has developed a nationwide netw ork ted by its head office and
comprising 27 siate branches, 100 municipat offices, and 360 service centers. It
cureently pmwdes assistance to soine 3.5 million small emerpnscs

(1) Total quality program

anagerial capacitation is one of SEBRAE's five service themes, and the "Total
leity in Micro and Smalt Companies™ prograin is one SEBRAE undertaking with that
focus. Given that most U.S.-developed TOM programs tend to be too difficult and
generally ill-suited for small enterprises, SEBRAE decided to dev elop a total quality
program of its own that would be both dynamic and easy to understand. The SEBRAE
program involves four stages: |

(i) Seminars to build awareness of total quality
{ii) - Basics and tools for total quality

‘i) - Specific training

(iv) : Follow-up activities -

» The second stage alone consusls of 14 difl llmnl modules, wnlh a tmmmg permd
spanning 14 weeks (for a total of 60 hours). Participants are chglblc for SEBRAE
assistance and may altend the organization's regular meetings for a period of up to 12

" months after the conmpletion of their training courses.

“ The fee for participation in the quality program is $1500. Micro and small
companics, however, are cligibfe for discounts. About 6000 cxecuﬁves and (ﬁl;llil){—j
control specialists from not only micro and smiall companies, but also midsize and large
- - companies, have received training under the program since it was initiated in 1993.

'SEBRAE activities range from program development to education and

promotional campaigns. Independent consultants are responsible for the practical affairs
of supervision at the work sites of corporate clientele.
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2 Subéidics for cousuiling eXPeRses

Working together with Finnaciadora de Estudos ¢ Projetos (FINEP), SEBRAE
furnishes micro and small entesprises subsidies of up to 3000 Reals to cover consulling

and training cxpenses.

It has also been known to extend subsidies to smail-scale supplicrs who have
participated in the P1 program run by Autolatina. In that pasticular program, five of the
small suppliers set up a consortium and contributed the necessary tesotirces. In return,
they were offered special discounts by consulting firms. SEBRAE provided each
supplicr in the group an average $5000 a month in subsidies, and Autolatina coordinated
the overall pmgrani. Each of the supplicrs has registered quality improvements and
productivily gains, now bears the full cost of its awn consulting expenses, and is
engaged in efforts to obtain ISO 9000 certification.

(3] TQC video kit"dcvclopme'nt and sales

SEBRAE has developed a TQC video Kit (a 12-week training program) that
conipanies can use to train their cmployees in TQC skills. It currently markets the kitto
micro and small enterprises at a price of $150 per kit. SEBRAE has produced 10,000
kits and still has 5000 in inventory. | ' ‘ '

@ ]SO-QOOO support software dcvclo'pm;cﬁt and sales :

SEBRAE's Saii Paulo branch h’asidcvciopc.d a software paékag‘c aimed at helping
companies Sat_i_sfy 1SO 9(_)00 stahdards. The l,;aékdgc was developed in: coopc'raiion wi“_lh
the Brazilian Technical Standards Association (ABNT) at a cost of around $100,000.
Each set (consisting of three floppy diskeites) is priced a1 $190 for micro and small
enterprises (roughly half its market price). So far, 400 scts have been sold.

3.2.2 Brazilian Institute of Quality and
Productivity (Brazil)

While moving forward with dcrcg_ulétion and the privatization of its state-run.
enterprises, the Brazilian government in 1990 also taunched a "Quality and Producliv'ity
Program” aitned at boosting product quality and industrial productivily. The principal
goal behind that undertaking i to help Brazitian goods and services ricet intemnational
- standards in terms of pricc and quality. Over 300 organizations have taken part in the
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program, the activities of which are now under way in 16 states. The govcmmém_ also
unveiled plans to set up the Brazilian Institute of Quality and Productivity (the IBQP, a
five-state ofganizalion for iinprovcmeﬁts in quality and productivity) and to that end,
sought technical assistance from the Japanese government. '

The Japanese government responded by having the Japan International
Cooperation Agency (JICA) send specialists in these fictds to Brazil. In September 1993,
the Brazitian govemment formally decided to establish its first $BQP facility in the city of
Curitiba, in the province of Parana. The Japanese government followed up by sending a
preliminary study team in March 1994, as welt as personnel for long-term studies the
fotlowing Qctober. In January 1995, the first IBQP was set up in Parana, and in Apnl
the Japanese and Brazilian govcrnmcnls fomlally sigried an agreement for projecl-typc
technical assistance under the "Brazitian Productivity and Quality Improvement Project.”

H Project-related organizations

a. Supcervisory organization _
Ministerio da Industria, do Comercio ¢ do Turismo is the institution representing
‘the Brazilian governmient in the Brazilian Productivity and Quality Improvement Project.

b. Execuhve organization
SEBRAE will bear the opcralmg cxpcnses as the institution’ usPonsane for project
implementation, and strive to ensure that the project’s benefits extend nationwide,

@ 1BQP overview |

lBPQ N'luonai (Bmzil) wnll h'u.c its powers focused pnmanly in the area of
coordmahon Plans call for selting up qu'ﬂlly and produchwly centers in the five states
covered under the IBPQ program. 1BQP Parana was the fivst of the series, established in
January 1995, The network that will link IBQP Nationat with the five state IBQP
coordmalmg centers and other related institutions has been dubbed “thé IBQP system.”
IBQP Nauoml will work to extend the benefits of ledmology transfus in Parana State
nationwide, @Vllh IBQP National's coondmauon and assistance, IBQP Parana will train
sclected staffess fronil within the IBQP system to serve as personnel for téchnology-
- transfer activitics. -

IBQP Parana will establish a secrctariat under its board of directors; the secretariat

will comprise scparate depariments for trammg, n,se’u'ch public refations, and other
f unctions.
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M Project duration

The Brazilian Productivity and Quality Improvement Project will have a duration
of five years extending from June 1, 1995, Japan and Brazil will joini!y evatuate the
project's efféctiveness in altaining its objectives six months prior to its scheduled end.

(@) Specific areas'fortcchsiology transfers

a. Pe rmnncl m'lmguncnl and labor-management relations

Wage management; skills dcwlopmcnt labor-management rclauons worker
participation; productivity concepts; campaigns (o foster productivily movements
(construction of the IBQP system), organizationai development (imorale surveys)

b. Workplace-enhancing technologies

5:S progranis and small-group activities; proposat systems; basic improvement
methodologies; standardization in the workplace; occupational safety and health (risk
prediction) | ' '

¢. Production management

Production planning; production process control; producnon facility nmntenancc
(including total preventive management, or TPM); industrial engincering (JE) basics; cost
accounting and cost control | '

d.. Qualily comrol : ; ‘
Total quality control {TQC). st'mdardlzmlon pohcy nnnagcmcnt

e. Producnv:ty surveys and sludles _ , .
Surveys of corpomtt, m'nmgunent lrends melhods of ]J!’O(JULIIV]I)’ '\ualysns :

(5)  Japanesc impicientation framework

a. Long- term dlS[J'IlCh of specnllsls
-- chief-advisor
-- caordinator
-- personnel management 'md hbor-nmagcmem n,l'xuons
-- production sile improvement techriologies
.- production managentent
- quality control
-~ productivity analysis and surveys
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b. Progmms for trainees _ ‘
Japfm will conduct training prog,mms of roughly two momhs duratlon for groups o
“of three to four Brazilian trainces (coumcrp'nls) ¢ach year. :

c. Provision of support equipment _

Japan will supply Brazit with the audiovisual and data-processing cquipment as
well as instructional materials and vehicles nqum.d for the pursuit of specialist-led
technology-transfer activitics.

(6)  Brazilian implenientation frumework

Brazilian personnel will be assigned as counterparts for the techn.ology-transfcr
activities led by Japanese speciatists. Under current plans, 10 pcrm:inCnf couhterparts are
to be assigned over the project's five-year duration. 'In addilion, plans call for assigning
15 1BQP pemonnci from other states as temporary counlerpms far 2.5-year spans, for a
total of 30 temporary counterparts over the full five- year project duration,

Construction work on the IBQP Parana facility is stated for completion in
November 1995.

3.2.3 CNPC (Chile)

“The government of Chile, lho Workers Union Federation {CUT), and the

? |ndmtry and Conunerce Federation (CPC) agreed on the creation of a N‘]llon'll Center for
+ Productivily and Quality (CNPC).. The CNPC will be a tripartite institution {government,
busmesscs and workers), with the pmlcnpauon of the academic sector.- Its mission w11|

:_ be to stimutate and mobitize the national cffort aimed at raising productivity and quality,

" \which requires a real cultural tmnsfomnuon of the participating bodies involved and of
sociely as a whole.

| - To begin the funclioning ol‘thoCNPC the government of Chile has cesolved on

~ the creation of a committee in (he Agcncy for Industaial l)welopment (CORFO), whuh
will have a tripatite council: three secretaries of state { Economics, Labor and CORIFO;

" two tradc union leaders (president and first vice-president of CUT), and two busmess
leaders (president and director of CPC). As a fund for initial activity the govemment has
agreed to assign 120 million pesos (approximately US$300,000) for 1995, together with
various other support to be given by the Institute for Technology Research (INTEC).
Additionally, the CNPC is applying for finance from the Fund for Suppomng Scientific
and Technological Development (FONDEF) for several activitics and it will have

134



Vol. VI{Chapter 3)

contributions from the private sector. Moreover, the government of Chile has presented a
reques! for technical cooperation to the gbvcmment of Japan, for training of Chilcan
pérsénnel in Japan, experts sﬁeciaiiﬁzcd on total quality process and technical cquipmcn!
for the establishment of a national information nctwork on pfoduclivily and quality in
Chile {approximately US$10,000,000).

T:hc' CNPC began to operale with four staffs in-Aprit 1995 and the number of
staffs will be increased lo ten people at the end of the year.

(1)  Principal featuses

The CNPC will be created dcﬁﬁitivety by alaw. The text of the relevant bill is
being preparcd. 'The central idea is to constitute a common law trust, which is therefore
autonomous from the ceniral apparatus of the state, with a tripastite council of directors.
In this manner, the law will make possible the active participation of the ministries and
other institutions of the go’vémmen! in the center, being able to effect all kinds of
contributions without limitation. But, at same time, the center wilt have autoniomy in
relation to the central apparatus of the state.

The goal is not to set up a center which has 2 large number of personnel and
carrics qut many activities by itsell, ratheritis to have a subSiahtim‘capﬁcily (o encourage
and bring together iniiatives in the ficld which it works in, putting pwple in LOﬂlﬂC( with

ach othier, and establishing setworks of mutual collaboration.

On account of the fact that lhcn, is ﬂ‘l't. ady m,lwork of pubhc and pnvatc

: msmunons aclmg in the ficld of stimulating industrial produchon and duelopmg

-technology, the programs (o be performed by the CNPC will not dupllcatp activities. The
center will carry out some of i its task by itself, while others will be fulfilled by
cncouraging and _suppomng other public and private msmuuons. This function,
activaling and linking the networks, will be essential in the working of the ‘ce'nicr. In
padticular, the CNPC will have relations for working as a comp'lemc:nl to the Center for
Industrial Productivity, which is organized by the Association of E\cpoﬁcrs of
Manufactured Goods. :

The finance fo} the CNPC will come from the funds of the govenment of Chile,

from contributions of the private sector, from éamings for services provided and from
resources obtained from intesmational cooperation.
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() Principal aclivi!ics

a. Progr'lm to raisc awareness of the CN PC _
The central activity during 1995 will be an intensive nahonal campaign for
making the initiative for constituting the CNPC and its basic proﬁlc known to all the
players involved (clients and collaborators of the CNPC at the same time), owrier and
excculive of businesses, workers and union organizations, business associations,
rcgiéhal aﬁsbcialiohs, government agencics, academic centers, p:rivate consliltémis,.ctc.

This tine of work should use all possible incans for this; media for communication
with the masses (newspapers, magazines, radio, T.V, etc.), forums, seminars, COUrses,
workshops, conferences, ele.

In this activity of teaching and general contacts the CNPC will coordinate w:lh
vafious existing institutions: the business and union groupings, academic cenlers
(universities, institutes, olhcr:.) governmental ﬂgencws and institutions, private .

consultants.” The CNPC will cncouragu coordmatc support and, when necessary,

 finance these activities. Only when there is no institution which cannot be made
rcsponsiblé for it will the CNPC carry activities out directly. But the central guidelines of
the activities will always come from the managing leadership of the CNPC.

~b. National quality award

~ Ithas been decided that the CNPC create the National Quatity Award. The terins,
" the conditions and the rule for the Award are already dmf(cd by a team of outstah’ding
'specmllsls 'md it only needs a final revision and 'q)proval by the council of the CNPC _
Thc Aw*trd w1ll be m'lde in six cmegoncs small, medium and hrgt, businesses; pmduccrs
of goods or of services.

'Fo proceed with this iniliative the CNPC will require the support of groups of
specialisls, academics, businessmen and union leaders.

c. National information network
-‘There will be the establishment of a national network for information and -

: exchange to fink about 1,000 government agchcics, trade union organization, training
centers and academic institutions in the capital and the rest of the country.  Through this
network, information will be exchanged, and the coordination of activities among all

" these parties will be generated. Integrating with this network witl be lhf: "Réd Chile",
which already exists, linking about 1,500 peoph, in govcmmenml agcnmes busmesscs

“universities, also outstanding Chileans resident abroad.
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d. Audio visual cducation

Studios will be set up and operated to create and edit videos for supporting the
performance of courses and seminars about productivity and modernization of the work -
processes of companies and of labor relations, aimed al business managers, trade union
leaders and woikers.

¢. Studies of productivity by sector

Studies of produtlivily by sector will be performed, taking international
comparison into account. This constitutes an essentiat basis for well-founded evaluations
© by trade unions, labor associations, and the publ.ic sector of productivity performance in
any particular sector, detecting weaknesses and slrenglhs, pointing out the challenges,
formulating recommendalions, and agreeing on conciete programs.

f. Comparative studies of salaries linked to productivity
There will be encouragement for a cooperation for productivity and quality based
on compv‘luvc studies of national and intermational experience of salary systems thal gwe
" incentives for i increases in produclivity, and, at the same hmc. reward workers 1duquatcly
for their contiibution. '

g. Trlpamtt, techno]og;cal missions
A hatiorn movement will be started and encouraged for lnpamtc tnchnologlcal
missions for each field of activity. Their objective will be for business leaders, workers _
and govemmcnt officials, wnh the support of profcssnonals and academics, to know
about the cxpenenccs of the. companu,s lechnologlcwl institutes and training CCH!LI‘S lint
“are the most advanced ji matlcrs of managcmcut and lcchnoiogy '

1

: h Spccnﬁc proposql
Studics will be cariied out wnlh technical and viablo uconnncnd'mons ‘lb()lll _
‘themes related to productivity and quality; responding their studies to the shared interest
of business associations and worker orgamzahons and being used for the dcsngn of -
govemment initiatives and the dlaﬂmg of laws

}- Dlssumnauon of pilot trials

Pilot experiments and trials will be deve.lopcd and spread with the ObjCChVC of.
identifying, studying, followmg up and dlslnbulmg innovative pro;ccts ‘md taials
involving cooperation between businessmen and workers,

k. Conceptuahzahon of trials and experiments
' Regarding total thly, a d;sc;plmc cons{anlly bcmg created and evolving, the
CNPC wnli encourage the conccpiua! and mcihodologncal systemau?auon and ordering
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that synthesized Chilean and interaational experiments in total guality, with the purpose of.
formulating useful proposals to academic, professional, business, trade nion and
goveenmental bodies. ' '

3.2.4 Fundacion Mexicana para la Calida Total (Mexico)

H Qverview

“The past seven years has seeh Mexico enter into a number of frec-frade accords
that have further opened its cconomy and markets to foreign trade. Asto be expected,
compelition has intensified, thus underlining the critical importance of total quality asa
factor in organizational strategies.

Fundacion Mexicana para la Calidad Total was set up in 1987 as the oulgrowth of
a proposal put forward in the periodical "Organizational Reform” for an independent
nonprofit piivate sector organization capable of making contributions to corporate
enterprises and organizations in all ficlds of endeavor. As such, its mission Jics in
“creating a total-quality culture suited to the Mexican business climate, and capable of
contribtuing to Mexico's economic developmient.”

- Currently, there are over 1000 members, and the organization is financed by 30
: conipanies, ihc!uding 1BM Mexico and Hewlett Packard Mexico. To date, its staff of 10
officials have sought to foster miionwidé acccph'nce of total-quality pﬁﬁciplcs through
‘cffors ai med at mﬂuencmg some 2000 opxmon makers in the business, government,
‘ *u:adcmlc labor and mass :m.dn ficlds..

: -_(2) P Priilcipal activi‘{ics

a. Survcys and studies

' ~The orgammuon has been engaged i in an amray ofthlalwc and qu'mhtahv ‘
surveys and sludws of quahty, productivity, and Iabor and producuon conditions, and all
ona conimumg, systematic b'\SlS. Asone clement of that undc:iakmg, it has conpiled
case studies on tolal-quality p}acliccs in Mexico's corporate sector.

" b. Consuliing and education

The organization provides to:pormibns with diagnostic sysicms for their own

~ self-evatuation, and of fered member- -corporations consullmg services atmed at assisting
them in the formulation of total-qualily systems. In 'uidmon itis cngﬂgcd in a range of
- educational programs for the promotion of i :mprovunems in thly, produchvuy. and
labor and production conditions.
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¢. Publications

(Case studies) _ . .

Casc studies of {otal-quality practices are pc'rl'bnned at a rate of about one
company per every hall-year. To date, 15 case studies have been completed. The case
sludics are used by business schools and various industiial organizations.

(Monographs)

The Fund also issues monographs on lcchnologlcs concepls, and methods
relevant to the quest for total quality. Such monographs are designed (o familianze
Mexican corperate and insfiwlién_a! quality-control speciatists with theoretically and
pragmatically useful information bublishcd by counterpaits in Mexico and abroad. |

(Mangma “Perspective”)

Inavgurated in 1993, the magazine Perspective carrics case studies and
‘monographs in addition to articles en & varicly of total quality related themes. The
‘magazine now has a circulation of 2000-3000.

d. Mexican quatity nctwork

Fundacion Mexicana para fa Calidad Total has taken the initiafive in establishing a
Mexican network of organizations devoted to the quest for improved quality. Currently
the network consists of 19 pre-existing nonprofit organizations based in varions cities:
nationwide. Bach is engaged in total quality surveys, studies, and promotional

campaigns.

¢. International Network of Quality and Productiwly Centers

Since 1988, Fund'tcmn Mexicana para la Cnlldad Total has bcen a member of the ‘
International Network of Quahly and Pr(}ductwuy Centers (NQP(‘) Esmbllshcd in 1978, :
NQPC is a network of over 50 nonprofit organizations located across the North 'md, '
South American continents. Each is engaged in promotional activitics and surveys and
research on quality, produclivity, and labor and production conditions.

_ NQPC members hold gcneml conferences twice annually to LXCh'ngC
mfommilon experiences, and knowlcdge and share the benefits of lhclr work

3.2.5 Union of Japanese Scientists and Engin.eérs'

(1) Overview
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The Union of Japanese Scientists and Engincers was founded in Mziy 1946.
Later, in 1962, it was placed uader the jurisdiction of the Science and Technology
Agency as a foundation in step with the rapid progress of modem socicty.

The Union's mission lies in contributing to advances in the cultural and industrial
arenas through general backing for activitics considered cssential to the promotion of -
science and technology. On that basis, it has been pursuing studies and educational
progeams cancerned with themes in management technology and quality control,

The Union operates on an ann;uai'budgét of around ¥4.1 billion derived from the
revenues it reccives in membership fees (¥50,000 per membet per annum), serninar
pariicipation fees, and through sales of various publications, It enjoys absolutely no
subsidies from the government. [t carrently has a staff of 100, about half of whom are
~involved in quality control affairs in the broadly defined sense. For that reason, quality
control-related projects have becomie the Union's principal focus of activity.

The organization has its offices in Osaka and Tokyo but holds seminars in those
and other cities as well, including Nagoya and Fukuoka

(2)  Principal activities related to quality control

a. Education and training

(Concemiﬁg quality control) _

" The Union offers c"ou'fsés on varying topics and for all levels of coihp'my
- mamgcmem from top execum es (o employees engagcd inn actual production routines.
' As listed below, COUrse topics include the 1dopuon of total quahty control (TQC)
pnncuples to actual implementation, TQC management, TQC improvements, and methods
of statistical analysis. '

- Quality Contro! (QC) Semiinar; Course for directors (4 nights; S days)

--QC Seminar: Special course for company executives (4 nights, S days)

.- QC Semindr: Introductory course for company executives and managers (3 days)
--QC Seminar: Course for managers (12 days: 3 daysfiﬁonth over 4-month span)
- QC Seminar: Course for section chiefs (6 days) _

-~ QC Seminar: Basic course (30 days: 5 days/fmonth over 6-month span)

-- QC Seminar: Introdvictory course (8 days)

-- Quality andFunction Deployment Seminar: Introductory course (4 days}

-- TQC Policy Manageinent Seminar (3 days)

-- QC Seminar: Course for coordinators of TQC promotion aclivitics (6 days)
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-- Séminnr on Tools for Product Na’nning (4 days)

-~ Seinar on New QC Tools: Course for mid level managers (4 days)

- Seminar on New QC Tools: Intreductory course (3 days)
-- Seminar on New QC Tools for Sal¢és Personnel: Introductory course (4 days)

-- QC Seminar for Procurement and Matevials Personnel (10 days: 3 days/month for 2
months and 2 days/month for 2 months)

-- QC Scminar for Procureincnt and Materials Personncl: Introductory course (4 days)

-- QC Seminar for Sales Personitel (i{)'days: 3 days/month for 2 thonths and 2
days/month for 2 months)

-- QC Seiinar for Sales Personnel: Introductory course (4 days}

-- QC Seminar for Good Manufacturing Practices (GMP}): Introductory course (2 days)

-- QC Seminar for Good Manufacturing Practices (GMP): Applied course (3 days)

-- Software QC Seminar: Course for managers (6 days)

-- Software QC Seminar: Course for eigineers (8 days)

-- Software QC Seminar: Course for design and review (3 days)

-- QC Seminar: Course for plant foremen (6 days)

-- QC Seminar: Etementary course for mid-level workers (4 days)

-~ International TQC Seminar (5 days)

. -- Correspondence Course: "Elementary Course in Quality Control" (6 months)

(Concemning QC circles) ‘
The Union also offers 2 number of courses on l‘und’imcmal concepts and '
j :mplcment'mon strategies for QC cm,lcs for top executwcs and QC-circle |110111er$
-- QC Circle Course for Executives (1 day) -
QC Circle Coursc for Mamgnra (2 d’l}'S)
- QC Circle Course for Promotcrs {6 days)
-- Colirse for QC Circle Ieaders (”% days)
-- Course for QC Circle Leaders in Services and Sales {3 d'xys)
- Trammg Course on Initiation and Promotion of QC Cm:lc Aclml:es (1 day)
--QC Circle Shipboard College Course (13 da} 8)

Altoguhcr the QC c'in,lc cdu'rsc's listed above were held 94 tires ii\ 1994, fora
total of 7310 p:uilcipants To date, lhc Union has held such courées 1229 times, raachmg
atotal of 147,109 participants. ‘ :

{Concerning the 1SO 9000 scnes)
- In addition, the Union runs several training courses for [SO 9000 SCries assessors
‘and auditors. _ »
- 180 9000 Assessors' Course (S days)
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-- 180 9000 Aildilms' Course {4 days) .
-- 1SO 9000 Psomoters’ Course (2 days)
-- ISO 9000 Introductory Course (! day)

b. Research conferences

{Conferences)

To foster widespread adopuon of quality-control practices as well as advances in
the field, every year the Union sponsors a number of couferulccs (listed below), all”
generally focused on'acadeinic and corporate research themes and the bcn_ef its of quality
control and quality improveinent activitics including lectures by leading authorities. Many
- of the confer¢nces on quality control convene in November every year. The QC circle-
related conference sponsored by the Union's QC circle héadquancrs, however, is held six
times annually, in venues nationwide.

-- Top Management Conference on Quality Control (I day)

- Conference on Quality Control (for maimgcrs and staff) (3 days)

-+ Spring Conference on Quality Control (for managers and stafi) (2 days)
-- Confetence on Quality Control (for managers and supervisors) ("i days)
—- Conference on Quality Control in the Service ndustry (1 day)

-- QC Circle Confercace (2 days}
- National Conference of QC Circle All-Stars (1 day)

QC circle conferences serve as forums for mutual cnlightch ment and cxchangn,

* where spcakcrs have the oppoﬁumty (o relate their quality-circle experiences before a

larger audlence of their peers.. As such, lhe conferences have proven immenscly

. bcneﬁcnl to quality- circle actmues m gencral In addlllon (o those sponsored by the QC J

‘ cm,le hcadquaﬂers lhc Umon also holds conferences at QC cmlc branches, at each

- corporation, and at edch corporahon s business offices in Japan. In 1994, it held a tota!
of 177 such conferences, at which 1 total of 3400 pnscntaiions were given, and which
drew around 100,000 paticipants in all. Ronghiy 390,000 QC circles, q'»logeiher

: rcpmsemmg around 3 million members, are registered with the QC circle headquarters.

()ther thas conferences per se, the Union also hold g'uhermgs aimed at providing
different QC circles opportunitics to visil cach other's workplace and share vicws,
inisights, and experiences.

(Symppsia)

‘The Union also holds the fol lowing symposia on'a nutiber of regular basis every
year. The objective is to have authorities from many ficlds gathier and discuss ways of
applying viable new industrial technologics and solving issucs of weighty importance.
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--QC Symposmm
-- ‘Symposmm on Quality and Function Dcploymenl 2 days)
-- TQC Research Group Symposmm (1 day)
-- Symposium on New QC Tools for Mmmgcrs and Staff (1 day)
-- Symposium on Sofiware Production Quality Cotitrol (2 days)
-- Symposium on Quality Information Systeriis {3 day)
-- Presentation of Research Case Studies on New QC Tools (monthly)

¢. International cooperation

The Union welcomes numerous guests from abroad who are involved in QC-
related affairs, and sends study missions abroad several times each yeae. In addition, it
cacperales with various overseas organizations in jointly sponsoring the annual
international QC seminar and annual international QC circle confe‘rcuce.

(The dispatch and reception of study teams)

The Union regularly organizes study teams and sends them abroad each yéar to
investigate international QC trends, and provides study teams from abroad with a general
introduction to current Japanese QC practices. Addilion'ally, it helps to arrange plant
tours and panel discussions, and handles applications for panicipmibn in gencial
conferences on quality control and other events. It has planned the following study teams
and training progrmns for fiscal 1995. '

QC Circle Shipboard University (13 days)
DbSlm{lT.lOl'lS Hong Kong Taiwan
--QC Overseas Study Team (15 d'\ys)
Destination: Europe
-- QC Circle Overseas-Training Team (15 d'lyb)
Destination: Undectdcd
-- Southeast Asia QC Osteas Study Team (12 dqys)
Destination: Southeast Asia

-- Softwaré Product QC Survey Team (13 d'\ys)
“Destination: U.S, '

(Intemational TQC semin’afs)

“To accommodate growing foreign' interest in Japanesc TQC concepts and
practices; the Union has since 1988 been holding an International TQC Seminar in
Tokyo, with English as the official language. In 1992, it expanded on this ﬂclivil)" by
: mauguraung asimilar scmmar for Spanish- speakmg participants. It also occasionally
_ hold$ TQC seminars in reSponse o rx,quests from China, Brazil, and other countries. In
fiscat 1995, it plans to hold its (5-day) Intemational TQC Seminar five times,
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d. QC Technical consulting services _

On request, the Union conduicts i in-company scminars and preséatations on n such-
topii:s as quality control, QC systems based on SO 9000-series slandards, and the
establishmeni of QC circles. It also supplies lecturers for such purposes, and offers
professionat consulting services on technical issues. '

(QC dlagnosllcs)

On request, the Union will send teams of QC spu:nhsls (Dcmmg Award
Commiltec members) to analyze the effectiveness of corporate QC implementations and
offer recommendations on areas for improvenient. '

. {On-site gmdance)
On request, the Union will also furnish spccmllsls for site-specific gmdance e.g.,
at head ofitces, plant facilities, and other corporate work sites.

e. Publications
~ The Union publishes two monthly journals: Quatity Comrol (maugumted in 1950)
and QC Circles (inaugurated 1n 1962).

f. Extension services

~ {Deming award)
In 1951, the Union set up several Deming Awards to commemorate the
" distinguished contributions made by Dr. W.E. Deming. The Union's Deming Award
- Commiltee is respons;blc for scrccmng candidates and confersing the awards, which
'_ mclude the following: .
S The Deming Award main pnze for mdwnduals 07 groups who comnbutc to lhe
- dissemination and developmenl of quality control j
--The Deming Award implementation prize, for compainies that have l’t.-gIS(Bl'Ld
‘ lmproved business pesformance altributable to the implementation of quatily control
practices

_ As 0f 1994, the committee had conferred the main prize to a total of 57
individuals, and the implementation prize 10 a total of 141 companics. In 1984, foreign
companies were made eligible for the implementation prize, and three have sincé reccived
it. '

{QC Clrcle Hcadquarlerb)

The Union's QC Circle Headquarters has nine bmnch ofﬁces active in 38 dlSll’lCiS
around Japan. Together, they cooperate in holding conferenices for the promouon of QC
circles nationwide, symposia, workshops on mcthods of mshlut_l ng and promoting QC
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circle activities, registering QC circles with headquasters, and providing support services
in the arena of QC circle supervision ang promolion.
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3.3 ‘Forms of Gov'ernhmhthas‘éd-.'Supp'm"t' for
SME Efforts in Quality Improvenieit

3.3.1 Financhng by Financiadora de Estudos e Projectos
(Brazil)

* Financiadora de Estudos ¢ Projetos (FINEP) is the research and financial arin of
Brazil's Ministerio da Ciencia ¢ Tecnotogia. Working together with SEBRAE, since
Janvary 1995 it has been fumishing credit to micro and small companies for activities in
the area of qu1hly control. In particular, it finances bxpenses for third-party services
deriving from the implementation of tofal quality systems: e.g., consulting services,
personnel {raining, software acquisition, and the development of data necessary for the
control of work processes.

FINEP's financing budget for 1995/4996 is 75 miltion Reals. Companics unable
to provide ample credit guarantees can nevertheless take advantage of a credit guarantee
* fund framework that SEBRAF has established for such cases. Credit terms and
cond_ltlons are as follows:

Credit ceiling: 120,000 Reals

Annual interest rate: 27.75% (the lowest loan rate cuirently available in Brazit) -
- Grace period: 24 months, maximum '

Repayment schedute: 36 months, maximum (followmg the grace pcnod)

SEBRAE credit guaranices: up © 90% of lhc foan sum

3.3.2 Technical Assistance Funds-Quality (Chile)

It is considercd that the quality and productivity issue is of key importance for.
compelitiveness in the next decade and that the enterprises show a clear inlerest in
addressing it. For this purpose, CORFO has given an identity of its own to one of its
Small and Mediuin Lnu rprises technical assistance funds (TAF- thly) and has
" prmnoled toguhcr with the private sector and trade union entitics, 1mualm,s aimed at
fostering the introduction of updated managerial and organizational forms (Natlonal
Ceanter for Quality and Productivity and Industrial Productivily Centcr).

This TAF-Quatity subsidizes small and medium cnierprises from any sector to

hire technical assistance for strengthening quality system implementation processes. This
fuad has been operating for two years and it is granted through bids.
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- The prograiu has six modules: diagnosis, training in the concept of quality,
quatity syétcm plaﬁning, mana_gémcm prdcc;ss in quality Systcms, production processes in
quality systcms and quality project design. The TAF is usually managed by second level
agencies, specialized in the area in which they operate. These specialized agencies are
called Technical Information Agency (TIA). The TIA of this TAF is CORFO itself, but
CORFO is performing its function cooperating with approved indusirial associations such
as Instituto Textile de Chile. The entreprencur's contribution to ﬁnanciﬁg increases along
the project, in the sense {hat the first module reccives a 75% subsidy with a maximum of
up to UF?S (UFL = US$30 -- as of August 1995), which is gradtially' reduced in the
following modules.

As of today, two bids have been summoned, 200 enterprises applied, and 50
qualified. The eligible enterpiises have to meet certain requirements refated to legal and
financial aspects, and to their managerial dcvélopme_nt'level. Thus, they are eligible
through a grand system with different variables set by CORFO, In some cases, the
corporalion visils the enterprise to evaluate its actual possibilitics of implementing a
quality system and to suggest altematives of technical assistance. The most advanced
firms benefited by this program are prescéntly in the third module.

3.3.3  The Total Quality Management. for
Small Business Program (Australia)

The Nalioml Industry Extension Sc'rvibc (NIES) is an arin of the Departinent of
Industry, Smcnce and chhnology s Auslndustry dw:smn "NIES is engaged in cftons_
| to develop and fosler the spread of total quahty manageiment {TQM) prognms ‘
NIES has dcveloped the TQ\d How To' Progmm which is a critical mmauve in
~ business lmprovement The program presents an Australian mtcmmatlon of lhc
worldwide TQM approach and is (ailored to meet the needs of individual cntupnscs |
regardless of size, industry sector, state of development or current culture.
TQM focuses on problem prevention and favors the gradual approach to change.
Management and staff are equally involved in nmnfgging and improving the procésses’ that
“serye customers. : -

Adopl_ion of the qudtily process within any given enterprisc requires each stage of
the continuous '_iniprovemem process to be addressed in the cbmcxl of strategic plan'ning, -
' applic'aiion of technology and human resources. Quatity principles form the basis for a
powerful set of goveﬁuing values that influence the decision-making process within a
firm.
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The TQM program provides a clearly.defi hed operational framework and aslep-
by-step guide for implementation that cnables firms to steategically chart their own course .
towards cultiiral changes and sustairied quality improvement. '

Total Quality Management for Small Business (TQMSB) is another cnteprise
improvement program which has been adapted to meel the needs of small businesses. It
recognizes that salisfying customers through high-quality products and scrvices is critical
to stinall business success in both domestic and international arkets. The progeam has
been dcvélopcd to ensure that it is: '

Flexible

Low in cost _

Basy to undesstand and implement
Practical

Small business friendly

Attuned to the way small business operate.

.TQMSB provides a clear and logical path for implementing quality programs,
with proven success in both service and manufacturing sectors. TQMSB endeavors to
assist firms to not only build on their strength and improve the effective use of resources

. but also to assist them in understanding and managing all facets of their business.

_ NIES has been helping busincsses lhroilgh the TQM 'How-t0' and TQMSB

- programs. It provides eligible 'conipanics subsidy ¢ assistance of up to ﬁO% of their

“expenses for consullmg Although the federal and slatc governments both provide

subsidy shan,s of 50%, suhmdy ccllmgs differ by the slate. (lncndcnhlly, the cellmg is

* A$50,000 in New South Wales.) NIES has offices in each state, and offers companies
advice on selecling consultants suited (o their needs.

While lhe Auslmlmn Chamber of Manufactuters gave the TQMSB program high
m'uks officials of the Victoria state govermncnt were not as S'mgmnc in their follow-up
assessmient. In their words, “Individualism runs strong in Australia, lt is often difficult
for corporate managers to establish close wcrkmg tics, and that is a major obstacle " Bven
if something were done 1o make the FQMS_B program casier for Australian small
companics to adopt, those that have yel to establish any system-wide program of quatity
control would likely find fast- track ondertakings in TQM far beyond theit capablhly In
fact few if any Japanese SMEs have ¢ appacently adopkd TOM principles, either. :
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3.3.4 " Quality and Productivity Improvement Schemes
- {(Malaysia)

The Muuslry of Intenmuoml dec and lndusuy (MlTl) cstablished the Industrial
‘Technical Fund (ITAF) in £990. Two of the four themes under the fund are being
managed by a sevén-member team from the Standards and Industrial Research Institute of
Malaysié (SIRIM), a MITH arm. (SIRIM is slated for "corporatization” on Jan. 1,-1996,
a move intended to help it shake off its bureaucratic cotors and revitalize its organizational
structure.) One of those themes is thc; Quatily and Productivity Improvement Scheme. It
aims to assist small and mediim-scale fnduslrics (SMIs) in upgrading their product
quality, quaﬁily syéleins. and productivity, and in improving their production systems.

a. Eligibility for application |
SMIs eligible to apply for assistance under this scheme include those in operation

or those not yet in commercial produciion but possessing production facilities or with
access o facilities approved by the -gov_cmmcm. {Such approved facilities include tae
Incubator Scheme and the Technotogy Park). They must also fulfill the following
conditions:

Be involved in manufacturing or service pro;ccts directly rt,l'lted to the

manufacturing sector; '

Be sole proprietorships or parinerships registered with the chlslrar of Business or

be incorporated as Sendirian Berhad or Berhad under the Companics Act 1965;

Have a shatcholders fund not execeding MR2.5 million; ‘

Have at least 70% of their eqult_\, held by M'lhysmn citizens; and

Have at least Sl% of their cqully owned by SMls or mdwnduals

“b. Form of assistance. : oo ‘ :
Assistance is gwen in the form of a m'ltchmg gmm whcn, ‘30% of the pmJLct costs
is bosac by the Governiment, the remainder being borne by the applicant. The maximum
grant under this scheme is MR250,000. ' '

A company that has 5uccessfmly implém’cmcd a qualily or productivity
nnpfovuncnl scheme may submit asecond application to lmpluncnl another quality nnd
producuwly improvement project. The grant allowed for the second application may nol
exceed the balance of lhe grant approved for the first aplet.atlon

c. Eligible expenses
Expenses eligible 10 be claimed are:
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Involvement costs of the manager or 1mmgcmcnt represcilatives and assistants
during the project unplcmcnt'mon period. The maximim costs should nol exceed
30% of the tofal grant approved; '

Consu!hncy COsts;

Costs of acquiring technology and skills through training, and acquiring mformatlon
including documents such as standards, technical regulations, dircctives ete,
Service costs for related schenie, testing and calibration at SIRIM ot other
I'lborﬂtorles aceredited by SIRIM or ru:ognwcd by the govemment;

Costs of 1 auqumng equipment and software for product design, téstmg,
developmient, safety, arid/or pollition prevention not exceeding 30% of the tolal
grant. This is based on the cost appotioned for the project lmp_lemenlatmn period; -
Costs of materials used in designing and building prototypes; and

Incidental costs amounting to 10% of the total grant apprbve:d.

The c.xpcnsés eligibTe to be claimed do not inclade materials and Cﬁuip_m’enl for

production.

d. Mode of disbursement _

The grant may be disbursed directly to the consultant or appropriate party after the
company has submitted claims duly verified from the consultant or appropriate party
concerned. '

; Altérnali\'ely, rcir‘nburscménis ixviy be made based on wrilten statements
concemmg p'lymcms made in advance by the company. *
Up 10 70% of {hc tohl gr'ml approved mny be claimed in stages; and
The bahnce of ",0% w1|l bc p'ud on compleuon of the pmjccl

“All documcn_ts concerning payments must bc veriﬁed by the company’s external
auditor. '

: e, Cntena for approval
All apphcauons for gmms will be considered based on the follmvmg critetia: -
“The objectwe of the project should be to make significant lmprovcmcnts to
existing qualily systems or produclion systems.
Implementation of the project must conforin to good development and dessgn
praclices namely:
- Bffective and well scheduled implementation methods.
- Technical and physical requirements, cost and time period for the project must be
reasonable.
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- The dcvclopmcnl team must possess knowledge of the technical aspects of the
prod uct and/or process concerncd.

Foreign expets or consullants may be engaged if qualificd local consultants are
not available. The development work {product quality) must be carvied out in Malaysia.

The potential company should:
- Show comniitment towards quality:
- Possess production facilitics or have access to facilities approved by the

- government (such as, SIRIM's Incubator Scheme, the Technology Park, or the

tnmovation Cenler)

- Be capable of supporting at least 50% of the development costs;
- Have a good business record with financial institutions and government agencies.
- Aim to produce a product which has market potential.

f. Achievements _ _

Tota! funding for the Qualily and Productivity linprovement Scheme stands at
MR20 miltion. Between 1990 and 1995, 272 firms applied for (i u[iding under the
scheme, and 107 were approved. To date, the approval rate has not climbed beyond
39%, a factor $uggcslirig that the preliminary screening process is rigorous. To date, a-
total of MRG million in grants has been extended, so the scheme still has plenly of room
for the provisibn of additional financial assistance.

'Pc.rh'aps owing in part to the severity of the preliminary s'cmehing proccs's, neither:
MIT] nor SIRIM as yet perform any follow-up ASSesSTICNtS to gdllgc project- detived .
gams in producl quality or plant produuwuy Though MITI oﬂmnls dunonstra(t,d no
interest in perfornnng such follow -up assessments, ‘SIRIM of ficials conccdc lht,y arc

necessary,

So far, repouts are that only five or six of the SMIs that received subsidy
assisiance under the Quality and Productivity kimprovemient Scheine have since cared
ISO 9000 cedification. ' ‘

3.3.5  ‘Technical Adviser-bascd Assistance in
Quality Improvement (Japan)

(1)  Gratis assistance

* On request from small and medium sized enterprises, local govenments will send -
highly knowledgeable and experienced, prefecturally certified technical personael to
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'providc insteuction in the dcvclopincnt_ of new products and technologics. Stch on-site
assignnlcnlé may last for up to Sevcﬁ days. Qualificd advisces witl include individuals
with at lcast 20 years of experience in lheirilcchnical ficld, or those with professor or |
assistant-professor status at universitics or technical schools,

The national and prefectural govemnmeats bear an equivalent 50% share of the
éxpenses from services rendered by these technical advisers. Accordingly, the corporate
custoimer has to pay nothing.

In fiscal 1994, advisers were scit to a total of 181 companies in the Tokyo area
atone for assignments of a combined 1129 man-days (an average 6.2 man-days per
adviser). The technical assistance services they provided ranged from such arcas as
design, development, production management, quality control, and equipnient

" troubleshooting. Tokyo's fiscal 1995 budget for this service is ¥27 miltion {(including
subsidies from the national governinent). '

(2) ° Gratis oi-site inspections and assistance

In response to requests from smak and midsize businesses for technical

assisianCe, small, two- or three-man teams of specialists (e.g., scholars, téchnicians,

' private-sector c’ngineers) and lechniéa_l staff from publicly run testing and research
-ilistitulions will be assembled, and they will visit plant sites aind perform a comprehensive
examination of mamlhcturmg technologies and other factors of importance. These teams :
-will then fumish advice on pmcuca} measures fof technical improvements and asswt the
-'comp'my in solvmg any obstacles it may face in slrwmg to mtcgratu such improvements
| mto 1ls producuon proccsses '

Heie too, the nalioxial and prefectural governments bear a matching 50% share of
the expenses from services réndered by these traveling advisory teams. Again, the
corporate customer has to pay nothing,

: Durmg ﬁscal 1994, Tokyo had such teams visit and assist 807 companics on
‘ ruqucsi Iis fiscal 1995 budget for this service was ¥16 million (mcludmg subsidics from
- the national governmeit).
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34  TQC Systems of Selected Rec;pmnts of
the Dcmmg Prize for SMEs: Japanese Case Studies

3.4.1 Company D
(1)  Company background

“ollawing on development work iniliated the preceding year, in 1937 Company D
~became the first manufacturer and seller of automotive ignition coils in Japan. Though at
least 40 companies werc active in the ficld by the 1940s, Company D maintained ils
emphasis on quality in a market knovn for shoddy merchandise, and thus remained as
the onty indepcndent maker. Indeed, it still maintains its top ranking in the market to this
day.

‘Drawing on its technical prowess in clectronics, in the 1960s Companj I moved
to expand its business scope by developing controllers and ignitors for air-conditioning
units. Though a rival firm at the time dominated the market for air-conditioning unit
controllers; Company D> gradually eamed recognition in the nnrl\elplacc for its posmon of
placing thly first and ullmmtcly grabbed top market share, '

In FY 1994, it won the Deming SME Prize forits 1ccomphshmcnts asa company
that had implemented TQC principles and shown i unpressive business gains as'a result.
As such, it will tikely serve as a modcl for other SMEs stnvmg to cslabhsh TQC systems .
of their own. ; ‘ |

Company D currcnlly cmpioys a work fOI‘LC of 7 19 ('m:lag:, zlgc ”sD), and in lhb
business year ta Nov. 30, 1994 registered sales of ¥17.5 biltion. '

(2) TQC system

a. The TQC unplemcnmuon proocss '

Under the leadershlp of its president, in mrly 1980 Company D mlroduccd TQC
pnnmplcs aimed at lifting the overall quality of its pmducls and services stlll fusther, and
in bunldmg an energetic workphcc in which all its employees would be actively involved.
- Initially, however, therc was litlle or no internal consensus of support for the program,
~and it accordingly lacked direction and a real sense of momentwn. Nonetheless, the
~ company continued holding their company-wide presentations of top QC circles twice
yearly, and at last count had held 30 such events in all. |
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However, Company D proved '.u‘nablc to keep pace with the expanding workload
that had accompaniéd its rapidly gro_wing business scope and its dcvclopmc'ni of new
products and technologies in the late 1980s. And as a resull, it suffered a shortage of
qualified management pcrsonnét and experienced deficiencies in its ability to execute
certain business tasks. These shortcomings in tarn brought problems in product quality
to the surfacc As claims against the firm accordingly mounted, custoiner confidence
declined. Eventually, Company D had to idle more of its ﬁuhllcs and its producls
suffered increasingty from chronic !npscs in quality.

1In 1991, it set up a TQC Pro:gloiion Qflicc (reorganized into the TQC Promotion
Headquarters in 1993), which, working in tandem with other TQC-rclatc__d bodies, set
about the task of actively addressing and resolving the above-cited problems.

Company D sought to alter and improve its corporate character by shifling from
its passive stance as a firm staving merely to accommodate customer needs, to that of an
aclive puiveyor of so_!utio'ns that harnessed its own technotogics. As such, it focused the
priorities of ils_TQC activities in the following areas: '

(i) '(‘omprchensivc fortns of pblicy management aimed at achieving the goals of its
long-term business pohc:es

{i) Adequate frameworks for quality assurance hmged on lhc introduction of new
products and Iechnologles and .

{iii) The cullt\”ttlon of human resources capable of cxercssmg lhetr crealive strengths
and showmg initiative in tackling and solving problems.

b, ()rgammllon '\nd oper'mon :

- Company D has seiupa secretariat responslble for TQC program planning and
‘ promolxon, and placed it under the jurisdiction of its TQC Promotion Headquatters
‘(headed by the company president himself at the time the company won its Deming
Award).

t i In 1dd1non to these pcrmanent orgammuoml structures, the company has also
‘ cslabhshed scveral TQC- rchtcd conuniltees.

(i) The 'l‘QC Promotion Headquhrtu:; Conference.
Principal functions: deliberations and decisions on key i issucs hwmg to do wuh the
promotion of TQC.
Chairman: company president
Members:
administeation directors
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“business division dircctors
appointed department managers
Fre(iucncy of méetings: once per month
Secretariat: TQC Promotion Headquarters Secretariat

{ii) TQC Promnotion Committee
Principal functions: deliberations on, and the promotion of, TQC activities in ¢ach
company business diviston
Chairman: business division director
Members: départment and sectional managers
F_mquericy of meetings: once per month
Secretariat: Production Department

c. Policy management

As its fundamentat position on policy management, Company [ aims to
implement its five-year business strategy on 1) a fiscal year basis, and 2) a divistonal
basis, and achieve its desired business objectives on the basis of a company-wide "3-3
Movement." ' |

_ Though teams of management executivés within the company had been
responsible for policy-related deliberations and decision-making prior to 1990, their
actions did not initially have 1dequate understanding from all kayers of the interna$
manageient hicrarchy, and also, were not very consistent with pol:mes setby the lower
echelons, Toremedy these shortcomings, in 1991 Company D instituted a thice-level
program of group discussions and adopted a .iew ffamcwm'k for poiicyiliakillg that - '
would be driven by a deeper mutoal awareness of ClllTLI'll busingcss condluons and a
consensus on the company's future direction. Spccnﬁuﬂly, n,spons:blllucs for
defiberation-based policymaking were appropriated in the following inanncr.

(i) Fiscal year policies: the president, other managing directors, and business division '
directors _ ' -

(i1) Busincss division pohcncs busincss dwrslon director, dbp‘tﬂlllu]t managers, and
section managers ‘ _

@iy Duparlment policies: dcparlmcnl manager, section mamgcm and supcrv:som

~ Further, to unprovc the cohesion of policies established at dlf ferent Ievels, in
1992 the company initiated a thorough process of vertical, "catch-ball style” dlalogue
among its various management echelons and in 1994 adopted a formal policy matrix.
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Thcse actions cmb!ed it to put together a framework for the ronnulftlton of pollcacs
excimplificd by improved fcas:bthly

Prior to 1990, the conipany's policies typicatly proved lacking in realisim, and
placed priority almost exclusively on the achievement of numericat objectives. Largely
for that reason, they failed to win the undersianding and support of employces engaged in
the actual production stages, and ultimately met with relatively little success. In 1985 the

“company lavnched its so-catled "3-3 Movement" as a means of improvirig the problem-
solving abilitics at the mid level management level, and as a vehicle for policy
enforcement. ' S

To deal with those drawbacks, since 1991, the company has soughl to bolster the
feasibility of its policies by utilizing the movement as an all-out vehicle for policy
enforcement. Under the 3-3 Movement, section managers draw up programs to put
department policies into effect. Bvery three months, three program themes are selected
for refinement. A'lso, to provide additional stimulus to activitics, the company holds a
special week-long 3-3 Movement Guidance Conference every three months. The
conference is for outside TQC specialists and all managing directors other than the
présidcnl, and is aimed at prioritizing issues on the agetlda for attention and informing
them of outcomies of all program themes.

The President's Award as well as awards for ingenuity arc conferred on
employees who demonslratc commendable results in'the 3-3 Movement. The company
has also worked to spuk employec enlhusmsm in other ways: for instance, in 1993 it hcld
a company \wde prcscnnnon progmm under the auspices of iis QC circles and the 3
: Movement. (Opcrfmons were'shut down for that evént, which had the pacticipation of aH
- employees ) S '

“For some time, monthly checks and on-site inspections by the president were the
principal methods by which the company sought to gauge ils progress in policy
management affairs. However, measures or actions to deal withi the problems uncovered
by these approaches proved time-consuining and often simply fizzled out.” To remedy |
that situation and develop more-practicable measures, in 1992 the company began

requiring that proposals for improvements in areas deemed problematic be submitted to
 the president, and that business division nmnagémcm cominittees monitor the
implementation of any remedial actions ultimately pursued. Furthermore, the company
initiated formal reviews of its fiscal business policies starting in 1991, and sincc then has
also taken steps to reflect the findings of its quarterly 3-3 Movemént Guidance
Conference in policies for the next fiscal year, and in the activities of the 3-3 Movenent,
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as well. These actions have togethes enabled Company D to achicve what it tersus a
smooth "PDCA" ("Plan, Do, Check, Action®) ¢ycle.

4. Homan reseurces development

To cultivate its human resoutces, Company D has followed a number of
strategics, including in-company cducational programs for different levels, that is, for
employces rqngihg from young recruits to scasoned workers. In addition, it has applicd
on-the-job lralihilmg and has had its employces participate in outside training programs
conducted by the Unton of Japanese Scicntists and Engineers, among other
organizations. These éff_()ﬂs have enabled it to cultivate qualificd engincering personnel -
rather quickly, padicutarly for the more-technical areas of its business.

What is more, it is striving to familiarize its employees with the methods of
statistical quatity controt (SQC) taught by the above-cited Union, and to that end conducts
in-company study seminars for participating geoups of around 5-10 employeces cvery

year.

¢. General benefits
Since adopting its TQC system in carnest in !99! Company D has rc,gfsten,d a
number of tangible benefits, as follows: _

(i) Inkeeping with its policy management strategy, the co:hpmiy has gcared its3-3

“ Movement to the solu’!ion of management-related issues. As a result, despite thc_

- collapse of Japan s economic bubble, it has witnessed gains in its saTes of new
products, its custorier b1se aud s gross- proﬁt ratio. '

(ii) By striving to build in added quatity lhrdugh slr‘cnglh{:ncd‘__désign review (_DRS), '
pursuing product quality improvemenis ihrox’:gh adequate prqcéss cantrol, and
engaging in activitics aimed at preventing the recurrence of lapses in product
quality, thé company has cut customer claim rates as well as the absolute number of
«claims, and has since been honored with awards for th(y exccllcm.e by varions
forcign carmakers.

(i) Bmployée training prog'réu’n_s'and headway in the 3-3 Movement have efl fccli»rely -
boosted the number of industrial property rights applications and proposals for
improvements. In addition, the company’s QC circles have becoine much more

energelic in pursuing their own activities.

Furthermore, the company has also witnessed a number of intangible benefits.
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(i) The philosophy of placing quality first extended company-wide, while -
* improvement activities and management practices that emphasized the company 's
mdmona! sources of strength spread and took root. '

(i} TQC activities helped the company heighten awateness of QCD ("quality, cost,
delivery") principles and implement a smoother PIXCA cycle for the promotion and
achicvement of policy management goals. '

(iti) Company b found itself better positioned to pussue its fiscal policies within terms
of its long-range business policies; in addition, its employces were empowered to
apply their efforts toward achieving the company's business targets.

3.4.2 Company K

(1)  Company background

* Founded in 1946, Company K is a manufacturer of functional automolive
components. Many of ils prodijc'_ls have found their way into practically all Toyola's car
- models as well as some models of other carmakers, including M itsubishi and Mazda.

~ Fromits foundation in the melal lathing field, Company K has been working to
-build its business on the following strengths: (i) the development of technologics and
-processes for lathe-based precision grinding; (i) the provision of quali'ly assurance and
f (cchnoioglcs for :megrated m'mul"'lclmmg from the paris- cullmg (o subassembly stages; .
. and (i) prov.ess in designing and producing toois and specmhzcd machinery for the
‘manufacture and maintenance of its products.

_ Like Company b, it received a Deming SME Prize in FY 1994, and will likely
'serve as an cxemph: y model for other SMEs striving to establish their own TQC
systems.

Company K currently einployé a work force of 302, and had sales of ¥17.4
 billion in the business year (o Sept. 30, 1994,

(2) TQC system

a. The TQC implementation process
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Having focused its metal- hthmg business in the processing of automotive parts,
Company K built on its corporate scale as the automotive industry thrived and advanced.
However, as carma_kcrs intensified their competition for market share and the spiraling
yen eroded the cost-conilpc(ilivcnesé of Japanese-made pfoducls, Company K's
customers became increasingly uncompromising about the issucs of quality and cost.

To accommodate them, the company decided to expand its post-fathing processes
and viewed quality assurance as the hurdle of highest prioﬁly then confromting its
business. Leaping beyond that hurdle and strengthening its foundations thus demanded
that Company K do several things. First, it was essential that all levels of imanagement--
from top execufives (o managers and sepervisors on down--atign themselves and help
build a solid consensus regarding the company's future course. Second, in contrast with
the essentiatty passive, haphazard path it had followed to date, the company was
com’pélled to focus on its manageinent processes and think and act on the basis of hard
data.

Accordingly, convinced that TQC principles would be the quickest an.d most -
effective means of achieving those goals, it implemented its own TQC syster in 1989,

b. Organization and operation

Comipany K reshuffled itself organizationally in tandem with the introduction of
its .TQC system. It set up a TQC Promotion Office (the directorship of which was fitled
concurrently by senior managing directors), put 'togc'('hcr a framework for policymaking
-~ aclivities shaped by QC principles, nnprovcd its budgct nmnagcmenl C'lpahilmcs
standardized internal rules and reguhllons and in othcr ways sought to slreng!hcn als

'
B

| managemient found’ﬁmns

The TQC Promotion Office currently has the res‘pdnéib'ility of promoting TQC
aclivities company-wide, formulating the company_'s fiseal policies, and conducting QC
training programs for employees in diffecent ranks of the management hierarchy.

| Comp'my K has also sct up a couple of additional TQC-related bodies: its
M'imgcment Conference, and a Policy Monitoring Conference (which meus OnCe &
month). '

c. Policy management

- In keeping with its fundamental ph:losophy of "qualify above all," Comp'my K
‘ has sought to develop ils own, mdependcnt manufacturing methods by ehbomtmg on the
pre- and post-lathing processes for its products. Further, to maintain its compcunw
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edge, the firm adopts a new, strategic vision every five years and has an cslabhshed
long-term business plan. To achieve the objectives of that plan, it drafts and implements
company-wide busincss pohcucs on a fiscal basis.

In formuh.ting its fiscal policies, the company strives to address issues arising
from a review of the performance of each division the year before, and takes into account
such f'lctors as the busmcss environment and cuslomcr trends. The TQC Promotlon
Office draws up the policy proposals, and the compzmy 'S top excoutives deurmlne their
fate,

Fiscal policies are put into action on either 2 monthly or half-year schedule -
through implementation progratﬁs at the departmental and sectional levels. Once every
month, the Policj' Monitoring Conference convenes to measure the progress of those
progeains and the extent t0 which their targets have been met, and fo give them clearer
- direction, if need be. Top company executives conduct general evaluations of the
company's policy implementation efforts twice per annun.

d. Current efforts in quality control
Company K's programs and f Ollow-lip activities in the arena of quality conlrol

row span company-wide: from sales and procurement to manufacturing technology,
production, and quality assurance. Furthenmmore, its fundamental posilion is that qualily
* assurance comprises the following: establishment of an assurance framework adapted to
process expansion with priority on activitics aimed at building in quatity from the-

preliminary tooling stage to the initiation of actual mass-production; nﬁintaining the levels
‘of quality denvcd lhcmfrom and by 50 doing, striving to live up to the trust placed in it -
by its customcrs ‘ o '

To give an c:xamplc, in tooling up for produclion i FY 1992, the company's
quality assurance aclivitics were characterized by the following prioritics, levels of
implemematibn, results, and'challengcs.- Priorities, per s¢, were shaped on (he basis of
company policiés for FY 1992 as well as issucs faced the previous year,

Priority 1: Clarify niethods of quaity-assurance for the purpose of satisfying newly
defined quality criteria by putting more strength into preliminary studies.

l|11p!e|11éclta(ion: Having accepled orders for subassembly components that it had
no past experience with, Company K found it essehtial to assure that variopé new quality
crileria were met at the post-assembly stage. Its Qualily Assurance [)ivﬁsioln'w'as placed
in charge of that undeitaking, and in that role engaged in a dialogue with customers to
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define speciftcs and criteria for quality assurance, and compiled an itemized list of
subsdssembly-component quality-assuranice criteria to be met.

Next, working in tandem to lay out clear methods of quality assurance for the
processing stages, the responsible company departments devoted study to pertinent
process-control criteria and objectives, and came up with a sct of clear guidelines for
implementation. Altogether, these actions had the effect of clarifying the new quatity
assurance criferia to which the company had committed itself.

Priority 2: Establish comprehensive checks against repeated faitures in quality control by
putiing mote weight into pre-production studies and monitoring. '

Implementation: Reviewing the oversights of quality-contro! studies and
monitoring efforis the year before, the commpany moved to draw up an itemized list of
critesia for scrutiny prior to setting plans for production and product inspection, and; on
the basis of problems anticipated or already experienced by its divisions, highlighted
areas descrving extensive improvement. Sumrvisoré in its Manufacturing Technology.
Departiment devoted atiention to the effects of these actions in their preliminary studics
and reflected the findings in their production plans. Additionally, meelings devoted to the
study of slated production and inspection programs examined and approved proposed |
improvements and thereby sought to minimize the recuirence of lapses in product quality.

Benefits: Company K succecd;d in putting togclher a qualuy -assurance
framework that ef fectively accommodated a range of new thty criteria. ln ﬂddlllOﬂ by .
incorporating the ﬁndmg&. of prefiminary studics into its production plans it eslabhshcd a
- set of finn safcgmrds againsl fmy new hpscs in quahty L |

Remaining hurdles: Defects were detected during the initial processing stages for
certain products in FY 1992, That suggests the company did not adequately sludy
lndl\'ldllﬂl component characteristics that would have provided it a better grasp of
subflssembly characteristics, per se. Accordmgly, the company hias been confronted wuh
the necessity of dcvelopmg asolid undcrslandmg of the impact lhat mdw;dual o
components can have on the complete product, and cslahhshmg clear slmtcglcs of thly i
assurance for all stages of the production process that will enable it to meet quality criteria
demanding guamntees. ‘

<. General benefits.
- Since implementing its TQC syslem in 1989, Company K has rygmternd steady
advances in its sales performance, cost-cutting drives, and quality-assurance programs,
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tn addition, to adapt to the changed business environment following the collapse of
Japan's asset-inflated econoniic bubble, it has su‘c’c'cs_sfully shified froni a sates-oricnted
lo profit-oriented management philosophy. Asnong the specific benefits: -

{i) Though Sales growth remained essentially fat from FY 1989 to FY 1993, the
conipany registered gains in current profit by lifting value-added productivity.

(i1} During that time-span, the company expcrienced riol even one instance of a serious
problem with product quality, and registered zero delays in product delivery.

(i) Ksemployces submitted an increased number of creative and resourceful proposals.
In addition, the company also witnessed several imangible' benefits.

(i} -Business programs were put into effect with the active paﬁicipalion of divisional
directors, not just top company executives. This approach allowed all management
echelons to better atign themselves and tead the company's operations together.

(i) By developing new methods and putling together a framework. for effective qu'ality
assurance at all stages of each manufacturing probcss, the company laid the
- groundwork for the production of subassembly components, which is its future
~ mainstay business.

:(iii} Problem-solving midértaki‘ngs by each division, together with routine process- .

control :j.ciiviliés, have fostered company-wide acceptance of quality-conirol
 principles. ‘ '
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3.5 Recommendations to the Argentine Government

In order to overcome the hurdles mentioned in 3.1.2, the impelkementation of
following measures is recommended, Those measures are essential that Argentine SMEs
could improve quality of their products, secure their competitive edges and achieve
exports,

All of those measures are applicable to Argentina and should be undertaken within a
couple of years. At the implementation, the foreign cases mentioned in 3.2, 3.3 and 3.4
are very helpful, especially Japanese assistance to IBQP project in Brazil, the
establishment of a nationwide network in Brazil and Mexico, and the subsidy system to
SMEs’ quality imptovement projects. The developnient of practical programs and
establishiment of a nationwide network among the following recommendations should be
implemented at the same tinie to take more effective. From the viewpoints of necessary
amount of investment fund and the ftccessary timne span to produce cffectiveness, tic
order of the priority of the following recommendations will be a, b, &, and then c.

a. Development of practical programs in Argenfine quality-con(rol
rescarch and education orgqm?atmns

Japan's expcnencc shows that companies can fully fecover lhc costs that have to
bear in their quality control activitics at feast in its earlicr stage if they are guided nghﬂy. '
Itis also proved in Argcminzi by the fact that some survcyéd SMIis have dcmohslhted
mlpressm, gams in terms “of lower rates of defective products. Their aclwnu,s pnmanly
involve the introduction of 5-§ program, quahly sclf controi syslcms and Poka- yoke
(“foolproof”) systems in plants. ' : : L

~ Many of the SMEs are _wishfné for more [irdclical éctjlii;afs dn&!dr l'ra_ini:ng
courses that have an imunediate effect. Argcﬁtine quallily—clomml organizalions nged to
develop such seminars and courses. The seminars and courses should include the
benchm:irk’ing of those successful SMEs. A sl'udy is nccéss:iry, to identify the ways to
improve their contents to mect the SMEs’ needs. Tn order to improve services of their
quality-contro! organizations, the Brazilian and Chilcan governments have sought :
technical assistance from the Japanese govermnent. In Brdzil the tcch:nclo’gy Imﬁsfér on
TQC, standardization and policy managemicnt has aleeady started ¢ as an essential pat of
1BQP pioject. lf Argentine quality-control organizations have some difficulties to
develop the seminars and training courses that SMIEs need, they should work together
with organizations, be doniestic or foreign, highly spcc:ahzcd in the quality improvement
activitics. '

163



“Vol. VI {Chapter 3)

b. Establishment of a natlonwide network for
quality improvement services

Argennm is a relatively large cotintry wnh SMEs locatu:l mttonw:de Most
SMEs naturally would prefer to have access to assistance at the tocat level, “To'that end,
the govemmeht should suppont the establishment of provincial foundations similar to the
one in the city of Rafaela, equip them with their own quality-imptovement centers, and
build a nationwide quality-improvement service network that links cach of these centers
with the aforementioned organization for quality-conteol research and education in
Buenos Aires. Mexico, for instance, has put togethet a comparable network connecting
the Fundicion Mexicana para la Calidad Total in Mexico City with 18 regional quality
centers around the country. In addition, Brazil's IBQP has plans to connect with a
nationwide SEBRAE network and offer ifs services in areas outside the five states where
it will have offices.

. Subsidies for SM Es guality-improvement pro_;ects
Some SMESs have followed ambitious prograns in quality nnprovcmcnt since
1990, e.g., by contracting with private consultants or recruiting oniside quality-control
experts. And as a result, they have shown app'rcciablc gains. Nonctheless, many SMEs,
despitc being strongly interested in quality improvement, per se, still fack the financial
cesources to teanslate that interest into action. It thus seems imperative that the
- government éxplort, pblemiai frameworks for subsidizing the consuiling and lmining
- costs such SMEs could be expected to face. It would fi nancnlly be efficient to fimit the
“provision of subsndy to those SMEs being slr'\{chc in Cxpmdmg export and supporting
FDIs. Asit happcns Chile, Ausltalia, and M'\I’lysm 'dr;ady run programs of that kind,
‘effectively subsxdmng ffom 5010 70 percent of lhc cosis '\ccmcd from corporate quality-
unprov mcnl pmjecls :

: Addilidnally, the Argentine government needs to consider streamlining application
-procedures and easing credit terms for the present public loans companies seek as
financing measures aimed at helping them gain 1SO 9000 centification.

d. Dcvclopmcnl of a systemy’ to supply SMEs with
tong- term, low-interest financing

‘Even the SM[‘.S which have already cut their rates of defective products by

* impressive margins stil} face the necessity of pushing those rates down by the futther

 single-digit range if they intend to acquire a competitive edge in the global marketplace on

" into the ycai_s ahead. To that end, it is essential that they move to enlarge and reinforce

their existing quality-control systems and pursue all-out modernization drives aimed at

* replacing outdated plant facilities. Most such firms do not have énough capﬂal on hand,
however, to cover the necessary levels of investment these undertakings woqu Ilkely

164



vol. Vi {Chapter 3)

demand. Accordingly, it is strongly hoped that the governiment will erect a system for the
supply of long-term, low-interest finicing.
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App‘ciidix. to Chapter 3

i.  1SO 9000

Total quality managementftotal quality control is nearly & synonym for company-
wide qtia!it)' conirol. The concepts and regirements of £SO 9001 or Deming Application
Prize mean .company-wid‘e quality control, so they are assunied (o be specific models of
total quality management/total quality control. I Argentine SMEs that already carried out
quality contro! systems and activities in plants enough wanl to introduce tolal quality
management/total quality control, it is recommended thal they challcn;gc IS0 5000, |
Deming Application Prize for Overseas Companics and so forth. Other SMEs should
begin with quality control systems and activities in plant not with total quaiily
management/total qua"lily contiol.

The 150 9000 series is a group of quality management/quality assurance
 standards that lntcrmuonal Orgammlmn for Standardization has instituted. Thls smcs is
comprised of a lota] of five different slandards.

Any one can buy a product certified o be in compliance with a nalionally cnacted
quality assurance standard without a quality concern, This holds true also in the world of
international trades However, the quah{y conccpts and ruqmruncnts naturatly differ
nation-to-nation. For this reason, it could very well happen, for instance, that an article,
though it conforms to the standard of its supplter country, iay not ncccss*trniy mcu the
standard of its purchaser counlry. In consequeuco, an mcn,asmg numbcr of comp'mles
cverywhcre in lhc world today ook to and actively usc lhls ISO 9{)00 sencs as somcihmg
-acceptable world-wndc and seek more practically somc lh:rd pariy recognition lhqt ihcy
conform to the ISO standards, eying the conformance as one of the business
prerequisites.

The ISO 9000 seﬁcs. as stated eatlier, includes five standards. Aniong them, ISO
9001, 1SO 9002 and 1SO 9003 are the qualily assurance standards to which a company or
registrant aspirant is to bc audited and registered. The scope of the quality audit elements
differ somewhat between these fhrcc, i.e., 180 9001 is the rmost extensive of the three
and does incllj_de all such elements of 1SO 9002 or 1SO 9003 and something more. 1SO
9000 provides a guide as to which standard should be selected to receive am audit on,
ISO 9004, on the other hand, provides some general guidelines and methods for a
© ‘coinpany to'cdnsid_er'in its carfyi’ng out of in-house qualily inanagement activities.
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IS0 9001 is the standard applicable 10 a quality assurance structure (hat performs
design, development, production, installation and s'crvicihg. This standard is so-
extensive in its scope that it includes everything specificd of 1SO 9002 and 1SO 9003
(plus a few more things). Itis, however, no 'spcciﬁcaiio’n for any pﬂl’li.Clllal'. progduct.

To be certified to ISO 9001, itis necessary for a company to have its quqlily
assurance system audited by an accredited cutlfymg body. This reqmremcnt is lhe same
whena company desices (0 be centified to 18O 9002
or 1S0O 9003.

The auditec company must, of course, be performing such quality assurance
aclivities as are specifically rcimiréd by 1SO $001. Siniply stated, no ISO certificalion
shall ever be granted to an organization who carries out its own quality assurance
activitics self-styled at variance with the quality assurance requirements that 1SO 9001
specifies. This is by no means to say that a company cannot build a quality assurance
system uniquc to its company. Unless a conmany is so aggressive that it dares go
beyond si'rziply conforaiing 1o the requiteinents of a standard to éxplcérc into some
- unrivaled quality endeavors of its own, the company cannot ever hope for a levet of
- quality assurance performance high enough to cxcel over its competitors.

_ 1SO 9001 specifies a total of 20 qualily system elements. Each such'qua!ity

: syslcm element describes the 1SO 9001 requircments more specifically 'md in greater

- detail. Something unique to the ISO 90001 rcqmrunems is that activities arc oﬂen
required to be “wrillen into a procedure”, "documented”, andfor "recorded”. Another

| focus in the standard is "verification”, which it spcc:ﬁcs to be donc for a W|de mngc of
' th{y-rclaled 'u:uvmes

"l‘able VI1-A3-1  ISO 9001 Quality System Elements

I, Management responsibility 11, Control of inspection, measusing and test
. ¢quipment
2. Quality system '} 12, Inspection and test status
~ 3. Contraci review : . . P13, Control of nonconforming pioduct:
4. Design conirol ' ~} 14, Corrective and preventive action
5. Décument and dala control : 15 Handling, storage, packing, preservation
. - and delivery
6. Purchasing 16. Control of quatity records
7. Control of customer- supphedproduct 17, Internal quality audits -
8. Product identification and traceability 18.. Training
9. Process control 19, Servicing
10. Inspection and testing 20. Statistical technigues -

After a company is ceriified to an 1SO 9000 serics standard and so registered, then
it will, as a conforming and registered supplier, receive a periodic surveillance at the
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- frequency of once every six months aﬂcr'céniﬁcalien Here the company will be audited

asto whcther it continues to meel the requirements of the standard. The focus of this
audtt is more on the ef fcdweness and fruits of its qualily system than the initiaf audit
(with its focus more on compliance). In the report of this surveillance audit its quality
improvement efforts in both (rends and activity status and major quality issues facing the
comnpany are also assessed. These assessments furthier lead to the evaluation of the
comp'mys handling of customer complaints/claims to date, the status of implemiented
caitective acucrns the results of internal quality audits carried owt, etc “all of which are
cotbined to arrive at an overall evaluation of the company's quality system. Toadd to all
this, a total renewal audit takes place once every thiee years.

2. Deming Prize

immediately after World War 11, Japan's foremost task was (o raise its standard of
living through cconomic rehabititation. To achieve this objective, it became essential for
~ the couitry, which is quite short oh natural sesourees, to increase exports. The -
impression that préwar made-in-Japan producls were cheap in both price and quality had
to change. Te do this as cf techvt,ly and concretely as possible, i information about quality
control was disscminated lhroughout Japan that met the need of the time. In July {950, -
Dr. W. E. Deming, the foremost promoter of quality controf in the United States, was j
invited to Japan by the Union of .lapz_mcsé Scientists and Fngineers (JUSE). Upon his
visit, Dr. Deming taught s'htisﬁcal quality control through his "Bight-Day Course on
thty Cantrol” and through other courses as well. tHis teaching prowdcd grc.al impeius
' to quality comrol in Japan which was inits mﬁncy ‘

To conuneinorate Dr. Demmg 5 comnbuuon and fncndshnp ina las!mg way, and
to promote the continued devc!opmenl of quality conlrol, Dumng Prize was cstablished in -
1951 by a resolution of JUSE's board of dircctors.

Asa consequence, quality control in ¥apan has evolved into company-wide
quality control, or total quality management, has been reimrk'lbly and Wkdbly
- disseminated throughout Japanese industry and has drawn considerable attention worid- :
wide. In the industrial sector, the number of companies that want to apply for the ‘
Deming Prize, and want to improve their level of quality control dctivities through the
effort required to win the aprize, has been increasing. The reputation of Deming
Application Prize-winning companies has been enhanced, not only domestically bul
imcm:ationally as well. As a result, the significance of the Deming Prize has been
considerably heightcned sinee ihc_: time of its inception, To say the feast, the Deming
Prize has greatly contributed to industrial development in Japan.
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The categories of the Deining Prize are; the Deming Prize for Individuals, the
Dcini_ng Application Prize and the Qualily_ConirQl Award for Factorics. The Deming
Prize for Individuals is given to those who have made outstanding contributions in the
study, application and dissemination of company-wide quality control using statistical
methods (CWQC). The Deming Application Prize is awarded to companies or divisions
of compamcs thai have achieved distinctive performance unpmvcmrnt !hrough the

“application of CWQC. The Quahly Conirol Award for Factorics is awarded (o factoms
of plants that have achieved distinctive performance improvemrnt through the apphcahon
of quality control in the pursuit of CWQC.

Because its initial purpose was to encourage the development oftjilﬁlily contro}
activities in Japan, the Deniing Prize was at first restricted to .iapancse companies. In
recent years, however, strong interest in the Délilillg._l’\p'p“cali(}n Prize by non-Japanies
conipanies has surfaced. The Deming Prize Conunittee, l'hercforc, established the
Deming Application Prize Administrative Regulations in 1984 to allow overseas
coinpanics to apply for and receive the Deming Prize upon successfully passing the
examination. ‘

The Deming Application Prize is an annual award presented (o a company or

' division of a company lfnl has achieved distinctive performance improvenimis through -

-~ the application of CWQC. Quality control activities cxamlned for the Demmg App]lcatlon
" Prize are cmnp'\ny-wzdc and are defined as follows:

CWQC isa sel of systcmatlc i’lCllVlllCS mmed out by the entire orgamzahon to
f effeclwely and ef ﬁcnenlly achieve company objectives and prowde products and services
“with alevel of quahly that salisfies customers, at the appropriate time and price.

a. "Systematic aclivities” means organized activities that involve everydne at all levels
‘and all pats of the company. Such activilies are led by management and guided by
estabhshmg appropriate quality strategics ahd policies. -

b, *Carried out by the entire organization to dfeclweiy and efficiently achieve" means

it is necessary to use appropnalb s¢ientific methods, including statistical techniques, and

1o repeatedly rotate the mhnagemeht cycle of ?DCA (plan, do, check and acl) (o iaintain

'and improve the quality of jobs and human resources that are involved in the process of
provulmg as mentioned in item 4. In mainaining and improving the quality of _]ObS

© CWQC activities address not only the quality (Q) of products and services, as mentioned
in item 5, but also cost (C), quahty and delivery (D) safety (S) and motivation (M). In :

170



Yol. VI {Chapter 3)

smm!'unlng and improving human resources, not only education and training but atso
sclf- and mutual- dwcloplmm are important.

_ : "Company objectives” refer to securing approproalc profit for the long term. Also,
they include contributing to the happiness and satisfaction of customers, socicty, and
employees.

d. "Provide" refer to activities from producing “products and services” to handing
ihgm off to the customers, including survey, rescacch, planning, development, design,

* product preparation, purchasing, manufacturing, installation, inspection, order-taking,
sales and markeling, maintenance, after-sales services, and disposal and recycling after
usage.

e. "Products and services” include manufactured products (finished products and
parts and materials), system products, software, encrgy, information and all other |
benefits that ar¢ provided to customers.

f. "Quality" refers to usufutness (both functional and psychological), reliability and
safety. Also in defining quality, influence on the third parties, society, the environment
and future generations must be onsidered.

g *Customess” include not ohly buyeis bul dlso users, consumers and beneficiaries.

Two ot more examiners selected by the Deming Application Prize Subcommittee
will conduct the on-site examination, with reference ta Description of QC Practice. The
subcomimittee will review examination findings based on results achieved and witl repont
“these to the chairman of the Deming Prize Commitiee. The chaicman then reviews the
findings with the Deming Prize Committee and designates each 'zppliczmt company's
status as passing or "continued exammatuon Thc appllcant is mformcd of the
determination. The evamination process is not open to the pubhc '

" On the basis of 100 possible points, all of the following conditions must be met o
pass Lhe examination. '

a- T he execulive session ' 70 poihls or More.
b. Whole company average, cxcludmg lhe execilive session © 70 points or more

¢. - Any examined unit o - 50 points or more

A checklist for the examination was dcvclolpé‘d to clarify the cxa'ln'inzlxlibri‘ itemns for
thé Deming Application Prize. The chccklist should be used as reference material for
organizalions that promote quality control and that chaflenge for the Deming Application
Prize as follows.

a. Pohcy
lelty and quality control policies and their p}auc in overal business management
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: Cléuily of policies (target and 15:1"01'ily nica‘sﬁres)-
- Melhods and processcs for cslahhshmg pol!clcs
- Rclatlonshrp of frOllCICS to lorig-and shont-terni plans
- Communication (deploymcnt) of poticies, and grasp and management of acheving
policies
- Executives and managers leadership
b. Organization

- Appropriateness of the orgamzatmnal structure for quality control and status of
employee involvément

- Clarity of authority and responsibility

Status of interdepartmen'iai coordination

Status of committee and project team activities

Status of staff aclivitics

Relationships with associated companies {group companies, vendors, conlractors,
sales companies ,etc.) '

c. Information

Appropriateness of collecting and cominunicating exteraal information

Appropriateness of coltecting and communicating internat informatton

Status of applying statistical techniques to data analysis

Appropriatencss of information retention
Status of utilizing information

Status of utilizing computcr for data processing
d Standardization

Appropriateness of the systcm of standards

Procedures for eslabhshmg, rw:smg, and abollshmg standards :

Aclml pcrfornmnce in eqhbhshmg, revising, and ahonshmg standards
Contents of standards

Status of utilizing adhering to standars

Status of systematically developing, accumulating, hmdmg down and utilizing
- tcchnologlcs .
e. Human resotrces dcv\,lopmcnt 1nd utilization
- Education and training plans_ and their results
- Status of qualily consciousness, consciousness of managingjobs, and
understanding of quality control

Status of supporting and motivating self- -development and self- reallzahon

~ Status of understanding and utilizing statistical concepts and methods

Status of QC circle development and improvement suggestions

 Status of supporting the development hmmn resources in associated compamcs
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f. Quality assurance éc(ivitics

- Status of managing thic quatity assurance system

- Status of quality control diagnosis

- Status of new product and technology development (mc{udmg quality analysis,

quality development and design review activitics)
- Status of process control
- Status of process analysis and process improvement (including process capability
' studies)

- Status of inspection, quality evatuation and quality audit

- Status of managing production cquipment, measuring instruments and vendors

- Status of packaging, storage, transportation, sales and service activitics

- Gra'sping and responding to product usage, disposal, recovery and recycling

- Status of quality assurance '

- Grasping of the status of customer satisfaction

- Status of assuring reliability, safety, product liability and environmental protechon
g. Maintenance/control activities

Rotation of management (PDCA) éyi:lc

Methods for deterining control items and their levels

ln control situations (stalus of uulmng control chasts and other tools)
- Status of taking temporary and permanent measures
- Status of operaling mamgement systems for cost, quantity, delivery, etc.

Relationship of quahly assurance system to other opcraung manageient systems
h. Improvement '1cllvmcs

- Methods of seleclmg themes (unponant problems and pnomy 1ssues)

- Linkage of 'malyhcal nicthods and intrinsic technology '

Status of ullhzmg statistical methods for amlysm %
- Utilization of analysis results . ‘
- Status of confirming improvement resuts and lmnsfenmg them to
maintenance/control activilics
- Con!nb_uuon of QC circle activities
i. Effects
- Tangible effects (such as quality, delwuy, cost pmﬁl safcly and elwnonmenl)
- ltangible cffects ‘
- Methods for measuring and grasping cffects
- Customer satisfaction and employee satisfaction |
- Influence on associated companics
- Tnftience on local and international communitics
* j. Futuge plans
- Status of grasping current situations
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Future plans for i lmpmvmg problems

Projection of changus in social environment and customer r*.qulmncnts and fntun,
plans based on these projected changes

Relationships among management philosophy, vision and long-term plans

Continbity of quality control activitics

Concreteness of future plans

‘3. Quality Control Systems and Activities

a.5- S Programs, -

- 8§ siands for Seiri (soﬂmg), Sciton (pulting lhmgs in order), Sc;so (cleaning),
Seiketsu (cleanlmcss) and Sitsuke (makmg a good habit). The! mmc comes from afl these
virtues each beginning with s when written in Japanese.

Pro_dﬁction moiloes such as _qualiiy improvement, cost reduction, '("lelivéry—time'
making, safely enhancement, caming rate hikes and what not are all strived for by first
carrying oul the foregoing 5Ss thoroughly. Among the SSs, 'Scirii(sorting), Seiton
(putting things in order) are the very fundamental of all fundamentals, 111ca1ﬁng no less
than going all the way yet onc more time pulling loolé, parts, etc., in shape on the
production floor. Sciso (cleaning) is the exhortation to do the daily sweep—up
E Ihorcughly, a precondition to anything more involved, s say, innovation. Scikelsu
{cleanlmess) represents a level to be achlcvcd by the preceding 3Ss, while the fast S,
. sitsuke (lmkmg a good habit) is the means to perpeluate in everyone's deeds all these
preceding 4Ss. The 58 drive should not only be so tackled that it may help build an
cfﬁc:cm producllon slruuun, but alsa that it will ‘help build systems that readily detect,
uienhfy and wsuahw any problcms or even qomelhmg abnormal.

Seii (sorting} is deﬁncd herc as the act of makihg aclear physich! distinction
between things necessary and things unnecessary to discard things unnccessary on the
~_spot. Unnecessary things will become waste over time and go hidden from the surface

“and generate a variety of ¢vils from the hiding, i.c.; high cost, operational istakes,

f machim, h;lurts late delivery. When performing seiri or sorlmg, it is unporlanl to make
a rulc to set up first a clear-cut criterion to decide what is necessary and wha! isn't. And it
is also important that the activily is pushed ahead as a company-w:dc mllmtwe A gcneral
rule is that the criterion positively consider the fn,qucncy of use and take the assumpl:on
- that what's necessary is something we use or will use and what's nol neccssny is
~ something we don't or can't use,
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Seiton {putting things in order) is defined here as the act of placing and identifying
things needed in a way necat and ready to use them, obviously identifiable to anyone as to
‘what they dre. This; of course, preconditions the discarding First of all unnecessary
things. Seiri and Seiton are, therefore, combined in a pair to serve in the same cause.
First by sciri (sorting), only the nceessary things survive. Now, re-place them so that
they may niost efficiently serve the production activity and thén perpetuate that status into
a rule, lest should it ever be tampered with, And further, for that sule to continually slay
in effect it is important that the way they were first re-placed is standardized in ways
easily understood by anyoie. The earlier used word “identifying” is to distinctly indicate
the identity and the omni-present performers of this act are familiar Kanbans or
signboards.

Seiso (cleaning) is 1o sweep and clean all the fime. Cleaning and qualily go hand
in hand so closely related that everyone agrees thal a factory swept and cleaned to every
corner produces quality product. 1tis basic that floors arc swept with a bloom and
machiries ate wiped off with cloth. It is more important to device ways to generate no
dirts or conlamitiants to bégin with. In particular, chips, seales and leaking oils amo'ng
the things are needed to addfcs_s first at their very source rather than they are allowed to
come forth to wipe off or remove later. it is desired to integrate shop cleaning with a day-
to-day machine maintenance progran{ into a comprehensive clean-and-check activily. The
operator knows best how his machine or equipment behaves, He just can never fail,
while he wipes off his maéhinc", to detect something unusual from the normal daily way,
for instance, the symplom, however small, of leaking oil or odd odor, if he keeps his '
good practice of cleaning and ché_cking his ni_aéhi'nc dﬁy after day, Itis imiﬁoﬁa}n that the
barricr belween the operators on the floor and maim_en’ahcc specialist is removed and
everyone involves for a more effective company-wide maintenance iniliative. ‘

Seiketsu (cleantiness) comes fourth of the 5S. 1t differs someWhat‘from the
preceding 3Ss. It is because the first three arc all verbs each representing a certain
motion, whereas Seiketsu originates from an adjective, which qualifies how the thing at '
isstie is as a result of something or at o cetain point of time. What situation the word |
seiketsu or cleanliness describes now is a question here and it can be answered in a way
somewhat like this. ‘Seikelsu or clcdnlincss is most closely associated, in patticular, with
seiso or cleaning though it is also related to sciri (5011i|1g) and sciton (putting things i!n
~order). {tis the cleaning (seiso) that sweeps and cleans machines, equipment and (heir
peripherals to keep them from being contaminated with oil, dists, ete. Cleanliness
(sciketsu) sounds alike but it implics that uncontaminated statc of things to stay long.
Another worthwhile thought may be tirat we should improve, innovate and thus
strengthen our S8 initiative to a height of not resting satisfied with the cleanliness attained
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by cleaning up somclhing dirly, but of achicving the cleanliness permaneantly ensured by
some built-in mechanism so designed as to keep pasts uncotaminated ever, Cleantiness
(seiketsu) can also be defined as sustaining the results of 3S; seiri (sorting), seiton
(putting things in order) and sciso (cleaning). '

Shitsuke (making a good habit) is defined as tuming the behaving of oneself well
into one's habit, particularly in respect of rules to abide by. This even associates itself
with the foundation of a company that suppaoits it firmly for evolutions ahead. Shilsuke
* or making a good habit is rooted deep in one's evolving consciousness and, as such,
forms a nucleus of the 58, which should after all involve cvery soul 10_1){: successful.
The other 4Ss would not accomplish much if they were d_evoid of this last S, shitsuke, or
making a good habit. Neither could the success of a company be hoped for it if were not
for this most important and conclusive S, shitsuke.

- b. Quality Self-control Systuus

This is the type of inspection in which an operator mspects his own work done,’
addresses any possible work deficicncy on his own responsibitity and comes up with
ways never again lo make the same mistake. To do al this in addition to what he is
responsible for as an operator is called “setf-implemented in'spéclion.'-‘ In addition, to
perform this type of inspection as a group activity involving its own manufacturing
process is called " self-in-pracess inspection.” In order for this practice to be successfut,
waorkers must be multi-skill trained to a greater degreé and process flows more
rationalized to suit lhi$ type of production.

C. Pok-l yoke Systems .

| + Huinan- caused work dcvnnorns are generally called Pok1 MIS in Japanese, whlch
hter*\lly means inadvertent mistakes. -Also pertinent is the ferin Pokayoke, which means
mistake-proofing, an idea or mechanism that is intended to preclude a physical defect or
nonconformance gven in case an inadvertent mistake should occur. Pokayoke, therefore,
is one of the means that help achieve zero defects and, as such, is extensively
incorporated in machiries and equipment in general. The workings of Pokayoke are, if
organized into the semblance of a system, can be described as st‘0|5 at something
abinormal, control 'nﬁsfhkcs‘, predicl and warn, stop at a generated defect; control work
flow, make the defect known, and tike acts.
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Introduction

In most of the countrics, SMEs constitute more than 90% of all the énlcrp'riscis
and they are significant contributors to economic growth making the country more
innovative and vigorous.

As a common (rend, many countrics have been enhancing the support to SMEs in
recent years being conscious of the nnponmm of SMEs not only from the view pomt of
the dynamic growth of econonty but also job creation.

The following are brief déscriplio‘ns of setected countrics in relation to (1) the
definitions of SMEs, (2) the role and contribution of SMESs to the cconomy, (3) the role
and policy of the goveinment for suppotting the SMEs,

4.1 “The Definition of SMEs

How are the SMEs defined in cach country? The definition differs f fom country
to country and it differs even in the same country ficcordmg tothe suppomng mshlullons
government body or governing law. '

Usually the number of employees is a fundamental criteria. In many countrics,
those with up to 300 employees belong to SMEs in manufacturing sector. The definition
of micro companies is also introduced in some countrics. In the case of financial

_msmuhons they vsually take account of annual sales, net worih and asscts to definc
© SMBs. Itis nolewoﬂhy that the cross-border ddmmon Mcn,osur is also lmroducui
This may be the first slep to apply supranmlonal joint pohcy in lhe mcmber countncs

“The following table isa lybical definition of SM Es in each couh{ry._
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The Definition of the Mauufacturlng SMEs 1 _the Selected Couritries .

CosAT

Country/ Nuimber of Employecs  [Other Conditions ¥ Any [Basis Tor [)cﬁmllcm
Region : o :
Austealia - |Less than 500 -— Aus_lmlmn Burcau of
(small: up to 100) Statistics
Brazil Iess than 500 Poundation of the
(small: less than !OO) - Brazilian Iistitute of
Geography and Statislics
(BRGE)
. [Less than 500 -— SEBRAE |
_ N (micro: tess than 100) . : : : :
Argentina Up te 300 Annual Sales: Mirtisterio de Economia
up to USS18 million Resolution
Produclive Assels:
up to US$10 million .
Chile Less than 200 Annual Sales: General Définition
{micro: less than 10) up to 50,000UF - (No standard definition)
- [{about US$1.6 million)
micro:
o less than 2 400UF
Mercosur Up to 300 Annual Sales: Agreed among member
up to USS10 million - {countries
- |Mexico Up to 250 (micro: less |Annual Sales: [Government circubar
than 15) . |subject to the
clasification of micro,
small and medium L _
Korea Up to 300 ' Small and Medium
: - [ndustry Proinotion
Corporalton
Haly Upto 500 (smwall: 11- [capital: ~{Govérnment Law
‘lig, artigiano: lcss than  |less than Lire 3 billion |
- ). . . _
Hapan Up to 300 Capital: Small and Medivmn
1 L up o ¥100 million . [Enterprises Basic Law
Up to 500 -~ U.S. Small Business

" {Administration
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4, 2 The Role and Contribution of SMl‘s to the Economy

In many countrics, comp'md with hrge firms, SMEs have grown participating in
the inore labor intemsive activitics with less advanced techuology. They pmtlcmmcd in
the market niches and they have been locat-market oriented rather than outward oriented.
Even today this trend has nol changed. However, stimolated by opening of the
economy, and high economic growth in somne countries especially in Asian countries,
many SMEs have started to modeinize acquiring new technology, introducing new
quality control systems and developing human resources, SMEs are incicasingly
outward-looking in many countrics.

In general, the role of SMEs in the economic, industrial and social activitics have
become more important than before in every country.

“The contribution of SMEs to the overall economic perfonmance in selected
countries is summarized as mentioned below.

(1) Australia

In Ausimlu small firras (less than 100 employees} make up 96.9% of all
business operations in the private non-agricultural sector and accoum for more than 56%
of private sector employment.

In 1993-94, there was a total of 780,700 ﬁon-:igﬁci:llural privétc sécior
busiticsses operaling in A'ustralia, of which ?56,200 were small buéi nesses.

Small busmcss cmptoymenl slood at 3.5 m]lllon pcrson:. in 1991 94, an ihcrease
“of almost 860, 000 since 1985-86. Since the dal'i series began in 1985- 86, employment
in small business has grown at an average annual rate of 3.6%, more than twice as fast as
the growth in total employment. The corresponding growth in big business employment
has been a moderate annual rate of 0.7%. Small business is esliniated to absorb 45% of.
the total employment in 1993-94, "

(2) Brazil
In B:aal small and niicro finms (less than 100 employees) account for 98% of all

Bmmlﬂn businesses. The sh'm, of small business is high in countryside espccially
northern and middie part of the country.

181



Vol. VI (Chapter 4)

There are approximately 3,500, 000 micro and small businesses which, absorh
about 60% of the nation's cmploymcnt and conlnbutc 42% of att the value produced by
the private sector. : ' ' '

{3) Chile

In 1993 there were 75,636 sinall and medium sized enterprises and 400,529
micro enterprises. They account for 98.5% of all Chilean businesses and constitute
24.2% of the total sales and services of the year. '

“During 1990-93, the number of SMEs increased by 33%. Despite the significant
rate of SMEs' growth both in number and annual sales, the growth of large firms was
~ faster than SMEs during the period.

(4} Mexico

According to the SECOFI (Secretaria de Comercio y Fomento Industrial)'s
estiniation in Jusie 1994, the number of SMEs in the manufacturing sector conslilutéd
98% of the tolal registered enterprises (122,302) and genemt«,d 48.9% of total-
employmenl in the manufacturing sector.

Allhough the manufacturing sector’s average growth rate was 3. 1% per year

; during 1989-1993, many of SMEs have been suf fenng from the economic ciisis
: qtcmmcd from lhe Peso dev*ﬂualmn since the cnd of 1994,

: i(SS ; Japan

In Japan, in 1994 the SMEs account for 99.0% of all Japanese enterprises - or,
6.47 miilion of the 6.53 million enterprises.

Thcy genemte 76.5% of all Japanese employmcnt 41 4 miltion of the 54.2
m;lhon cmployccs conmbulmg 1o the' 51.8% of the value of oulput by nmnuf“tcturmg

mduslry

However, the number of SMEs has been declining and the refative magnitude of
the SMEs has been declining in business and employnient.
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Afterthe col!npsc of the bubhlc ¢conomy, the consumpllon recession, the
revaluation of yen, and the i increasing competitiveness of Asian countries are considered
to be the main reason of such decline.

(6} Italy

In Italy, there are more than 200,000 SMEs at present. Approxunatcly 120,000
firms are reglslerud with Confindustria. The 95.2% of thein belong to smalt businesses
{less than_ 100 employces) and generate 52.23% of all the nations cmployment. SMEs'
account for more than 50% of the total export at present.

In the past, especially diarilig the period calted "Economic Miracle” in 1960s, the
source of growing economy was vigorous SMEs.

(7) U.S.A.

In the United States, the SMEs generate 60% of all the nations employment and
contribute to 40% of GNP and 54% of net sales of all businesses.

Among the 21.5 million firms, largc. firins (more than 500 einployees) are 14,000
“only and thercfore, most of them belong to SMEs. In the past ten years, 600,000 new
-~ firms have been born every year and the share of small businesses, p'm(culn:ly veniure
companies have been growmg ‘rapidly.
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