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INFORMATION INFRASTRUCTURE ADVISORY COMMITTEE

Small and Medium Enterprises Committee’s

Report on Support Measures for Small and Medium Enterprises
Purpose


This paper presents for Members' information the major recommendations of the Small and Medium Enterprises Committee (the Committee)(Note 
) regarding support measures for small and medium enterprises (SMEs).  A copy each of the Committee's report, and the leaflet that summarises the major recommendations of the report, are enclosed for Members' reference.

Background

2.
In his Policy Address in October 2000, the Chief Executive (CE) reaffirmed the importance of SMEs and Government's commitment to helping the development of SMEs.  He asked the Committee to explore new measures to support SMEs under the themes of "helping to start a new business", "helping to build a new business" and "helping to expand a business", and to come up with practical recommendations.  In addition, in his 2001-02 Budget Speech, the Financial Secretary (FS) announced the setting aside of $300 million for the establishment of a training fund to subsidise SMEs' training initiatives for their employees.  He invited the Committee to come up with suggestions on the operational details of the fund.

3.
Between December 2000 and June this year, the Committee and its five working groups held a series of meetings to examine and discuss the related issues in detail.  During the course of its work, the Committee consulted widely among different sectors of the community, in particular SME associations.  It also took into account the views expressed by Members of the Legislative Council both at the meeting of Panel on Commerce and Industry on 12 March and at a motion debate on 14 March this year.  The Committee submitted its report to the CE on 27 June.
4.
In brief, the Committee recognizes that SMEs in Hong Kong are facing three major challenges, namely, globalization, China's imminent accession to the World Trade Organisation, and the emergence of a knowledge-based economy.  For SMEs to be able to rise to the challenges, they would need strengthened support in six areas, viz. technology application, business environment, financing, corporate goverance and culture, human resources, and market expansion.  The Committee has accordingly recommended a series of new supporting measures in each of these areas.
The Committee’s recommendations

Setting up funding schemes

5.
The key recommendations of the Committee are to set up four funding schemes with a total capital amount of $1.3 billion to help SMEs enhance their overall competitiveness.  The details of the recommendations are set out in paragraphs 6-13 below.

(1) SME Business Installations 

and Equipment Loan Guarantee Scheme

6.
The Committee recommends the setting up of a $500 million SME Business Installations and Equipment Loan Guarantee Scheme to help SMEs secure loans from banks and financial institutions to acquire the necessary business installations and equipment (Note 
), including those relating to information technology (IT), for enhancing productivity and competitiveness.  The maximum amount of guarantee that an SME can receive is 50% of the loan or $500,000 (whichever is the less).  The maximum guarantee period is three years. 
7.
The Committee estimates that under normal circumstances, the overall default rate of the Scheme should not exceed 15%.  In order to benefit as many SMEs as possible, the Committee suggests that the Government work on the basis of a 15% default rate.  With a capital amount of $500 million the Government will be able to commit a total of $3.3 billion as the maximum amount of guarantees for the Scheme.   Under this scenario, it is estimated that the Scheme will help SMEs raise at least $6.6 billion in the market, benefiting about 6 600 SMEs.  

(2)
SME Development Fund
8.
The Committee recommends that the Government set up a $200 million SME Development Fund to subsidise projects, including projects that would help SMEs enhance IT capability, to be carried out by eligible support organisations, trade and industrial organisations, professional bodies and research institutes to enhance the competitiveness of SMEs in general, or SMEs in specific sectors.  The maximum amount of grant for each project is $2 million.  
9.
The Committee estimates that the Scheme can provide funding for at least 100 projects and benefit a great number of SMEs.  To ensure that resources in the Scheme can bring maximum benefit and impact, the Committee recommends that a main funding criterion should be the number of SMEs which may benefit from the funded projects.  On the assumption that a funded project would on average benefit 200 SMEs, 20 000 SMEs will benefit from the Scheme.

(3)
SME Training Fund
10.
The Committee recommends that the $300 million set aside by the FS in the Budget in March 2001 be used to subsidise, on a dollar-to-dollar matching basis, training provided by SMEs to their salaried employees, which are relevant to their business operation.  In addition, the Committee recommends the Government to set aside $100 million to provide subsidy, on a dollar-to-dollar matching basis, to SME employers to attend training courses relevant to their businesses.  Together they will constitute the SME Training Fund, with a total amount of $400 million.  For employees' training, the maximum amount of subsidy that each SME can obtain, on a cumulative basis, is $10,000.  For employers' training, the maximum amount of subsidy that each SME can obtain, on a cumulative basis, is $5,000.  The Committee estimates that the Scheme will benefit employees of at least 30 000 SMEs and employers of at least 20 000 SMEs.

11.
SME entrepreneurs can make use of the Scheme to attend appropriate and relevant IT training courses, and to provide similar training to their staff. 
(4)
SME Export Marketing Fund
12.
The Committee recommends the setting up of a $200 million SME Export Marketing Fund to subsidise SMEs' participation in export promotion activities held locally or outside Hong Kong (including trade fairs and study missions).  For each successful application, the subsidy will cover 50% of the fundable items of the approved export promotion activities, or $10,000 (whichever is the less). 

13.
The Committee estimates that the Scheme will benefit at least 20 000 SMEs.
Other recommendations

14.
The Committee also recommends about 30 other new support measures.  The recommendations on measures to help SMEs make more and better use of technology, in particular IT, are set out below :

· Government should provide financial support to encourage the IT sector to form IT promotion teams to assist and encourage the use of IT in different sectors.

· Government should work with relevant organisations, business associations and the media to publicise best practices in IT application.

· Government should co-operate with relevant organisations and business associations in organising sector-specific SME IT-expo to demonstrate how IT may work in different sectors.
· An SME IT Application Award should be set up to commend SMEs with outstanding achievements in IT application.
· More places under the IT Assistant Training Programme should be provided in the light of actual needs, in order to ease the shortage of IT personnel.
Way Forward

15.
Relevant Government bureaux and departments are carefully considering the Committee's recommendations, with a view to coming up with a proposed way forward for CE's consideration as soon as practicable.  Subject to Government's acceptance of the recommendations, we will seek funding approval from the Finance Committee of the Legislative Council to implement the four funding schemes, with a view to launching the schemes in early 2002.  Other recommendations will also be gradually implemented starting from end of this year.

16.
Members' comments on the Committee's recommendations are welcome.

Trade and Industry Department

September 2001















(Note �) 	Small and Medium Enterprises Committee is a high-level advisory body appointed by the Chief Executive to advise him on issues affecting the development of SMEs.


(Note �) 	"Business installations and equipment" could include machinery, computer software and hardware, communication system, office equipment, transport vehicles, and furniture and fixtures (such as air-conditioning system, built-in cabinets and lighting system).





