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Proposals to improve government funding of domestic start-up
businesses through Living Lab: Focus on Korea Credit Guarantee Fund
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Abstract The purpose of this study is to propose strategies for enhancing competitiveness through the utilization
of policy funds, especially in the start-up companies supported by the Korea Credit Guarantee Fund. And then, the
Korea Credit Guarantee Fund should develop 'user-centered policy funding model' in order to increase start-up‘s
utilization of policy fund and support start-ups that are supported in the long run. The competitiveness of domestic
start-up companies has been strengthened by 'user-centered policy funding model' and new innovations have been
introduced through 'Living Lab', an open innovation. But, in order to overcome the limitation of reaching the stage
of commercialization, the 'user-centered policy funding model' proposed in this study enables start-ups to be the
subject of actual policy funding, and also allows users to freely apply for necessary funding at any time. Therefore,
the Korea Credit Guarantee Fund has a significance in suggesting 'user-centered policy funding model' as a support
model to be customized. However, since SMEs recognize the actual situation and limit acceptance of all the
difficulties, the systematic analysis of the actual situation of the policy funds of the start-up by the credit guarantee
fund and the related support institutions for the scientific approach of the user-oriented policy funding model need.
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Table 1. Living Lab Activity

Theme Contents
Co-creation
- Exploration
Living Lab - -
o Experimentation
Evaluation
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Area of Living Labs
T Living

y p— . @ P v A \\\
( <5 O O D)

[ Basic research  Application research Experiment Development of service and product ~ Market ]

~ — e —_
~~_Partnership of industry, citizens, government _—~

[ public & privateinvestment | | Sy WE J

Death valley

Fig. 1. Living Lab function
source: European Commission, Information Society and Media(2009)
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Table 2. Living Lab types

Theme Contents

product and service development of
company
application of company strategy R&D

Utillizer-driven

participation on Living Lab

Enabler-driven ) }
solving of social problems

Provider—driven lead of innovation

User-driven solve the problem through co activity
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Table 3. productivity and profitability of korea

company
(Unit: million won, %)
2008 2009 2010 2011
Division
Large [Small | Large | Small | Large | Small | Large [Small
Add vale off oy | 53 | 57 | 54 | 173 | 60 | - | -
person
Operating
income to | 58 | 4.1 54 33 6.5 33 | 53 | 31
sales
source: korea bank
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Table 4, Ratio of external finance procurement at
small company

Gover | Non Compa Overse
Year Bank Stock| ny Bond a
nment | bank
bond loan

2005 722 | 227 2.8 00 | 06 1.3 0.8

2006 719 | 248 1.5 03 ] 04 0.9 0.2

2007 743 | 217 2.1 00 | 04 1.2 0.2

2008 715 | 218 39 02 | 0.1 1.8 0.5
2009 62.1 30.8 3.1 03] 08 2.8 0.1
2010 659 | 265 34 02 | 08 1.5 1.6
2011 83.3 10.6 09 1.1 ] 32 0.4 0.6
2012 80.3 14.2 1.3 07 | 34 0.1 0.0

average | 727 21.6 24 0.4 1.2 1.3 05

source: korea federation of small and medium business
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Table 5. amount of small and medium business
(Unit: piece, %)

SME

Small company Large

Total Medium
company

Small business | °@

business
3,125,457 | 2,748,808 | 3,022,333 | 119,999 | 3,122,332 3,125
(100.0) 879 (96.1) (38 (99.9 0.1)

source: WwWw.mss.go.kr

Table 6. scale of Korea policy finance support of
SME
(Unit: trillion won, %)

2007 | 2008 | 2009 | 2010 | 2011
Amount of SMB loan(A) | 355.3 | 400.3 | 430.6 | 429.7 | 441.0
KCGF 285 | 304 | 392 | 388 | 384
Guarant|  TKCGF 13 | 126 | 171 | 174 | 170
ee ROGF 46 | 60 | 112 | 143 | 145
total(B) 44 | 20 | 675 | 705 | 699
rﬁg;ﬁf) 125 | 122 | 157 | 164 | 159
run | 3.1 3.1 59 59 34
SBC fbda| oo | jag | 61 | 18 | 18

nce
Loan run - - 0.2 32 35
Hore PRl | - | o2 | a2 | s8
otal(C) 158 | 160 | 163 | 190 | 209
ratio(%) (C/A) 44 | 40 | 38 | 44 | 47

source: WwWw.mss.go.kr
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Table 7. KCGF Guarantee Support status
(Unit: number, billion won)
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2009 2010 2011 2012 2013

Start

W 3510|2956 1,887 | 1,736| 924 | 916 | 189| 174 | 28| 28
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Youth
start
up
speci | 8,897 | 3,343 | 10,005 | 3507| 9,851 |3,512| 9,190 4,594 | 6,634 4,035
al
guara
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Total | 3,510 | 6,300 | 11,892 | 5243]10,775|4,428| 9,379 4,768 | 6,714 4064

source: KCGF
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