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The Effects of Introducing Surety Insurance for Royalty
Collection: A Case of R&D Program for Small and Medium-sized

Enterprises

Hyun Min Parkt - Tae-Sung Kimt ¥

ABSTRACT

Since the R&D Program for Small and Medium-sized Enterprises started in 1997 as a part of
Small and Medium Business Administration, many companies succeeded to carry out the tasks
and were charged royalty fees from the government aid program in return. However, some of
them were unable to pay a royalty because of their poor financial positions. Failure to pay a
royalty also led to adding administrative duties including debt collection and imposing a penalty
of participation restriction for other R&D programs.

To solve the problems incurred by a failure of royalty collection, a divided payment using a
surety insurance was introduced in 2009. That is, the R&D program recipients who were
charged royalties issue surety insurance policies and submit them to a collection agency with
a plan of divided payment.

In this study, we estimate the main benefits of introducing surety insurance for royalty
collection. First, we analyze royalty collection results from recipients supported by the R&D
program from 1997 to 2006. By doing so, we calculate the main parameters that will be used
for estimating the 2011 collection results. Next, besides estimating the quantitative effect, which
summarizes an increase of royalty collection via surety insurance, we also analyze various

qualitative effects such as simplification of the collection process and expansion of opportunities
for participation in R&D programs.

Key Words : Rovalty, Surety Insurance, B&D Program for Small and Medium-Sized Enterprise
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