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Hot Issues of Photonic industry
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m City of Light, Gwangju, Advancing to Global Science Park

B Nearby Hitech Industrial Complex, 18,730,000m? R&D Special Zone
is Designated

B Providing Future Growth Potential such as Photonic-Based
Fusion/Complex
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As Gwangju is designated as R&D special zone, it advances to a ‘global science park.

Recently, Ministry of Knowledge Economy discussed and passed the Gwangju/Daeju R&D Special Zone Des-
ignation Resolution. Therefore, the number of R&D Special Zones became three, including the Daedeok
R&D special zone, which was inaugurated in 2005. The designation is highly valued, not enly for realizing the
local dream and presidential commitment, but also for providing a driving force for future growth of Korea.

1 Trillion Won Invested by 2025

By 2025, total 1 trillion and 14.5 billion wen will be invested to the Gwangju R&D Special Zone, and it will cover
18.73km2 in Hightech, Jingok industrial areas and Sinryong area in Gwangju, and Nam-myeon and Jinwon-myeon
in Jangseong-gun. Inside the special zone, specialized industries for future growth, like photonic-based fusion and
environment friendly parts are focused. Gwangju R&D zone will be raised as a ‘sustainable growth innovation cluster’
through systemization and speciatization of support system with universities including GIST, research institutes and
local governments.

If completed, the R&D special zone project is expected to have create 15 trillion won-worth economic impact, and
30,000 new employments, creating jobs for science researchers. There are many benefits for the companies and re-
search institutes. Not only corporate tax benefit, but also 60 billion won state subsidy will be invested for R&D budget,
prompting transfer of international and domestic research institutes and companies to the special zone.

Along with it, the Gwangju metropolitan government has devised a strategy to open and make the R&D zone as a
world class ‘science park’ like Siticon Valley.

Division of Role among Special Zones Must Precede

Designation of Gwangju R&D Special Zone itself cannot guarantee its success. There are lots of mistakes and mat-
ters need to be supplemented waiting.

First, how to set reationship with the forerunner, Daedeok zone, and how to differentiate with Daedeok and Daegu
zones are the issue. To do so, division of roles among the three R&D special zones must precede, for promoting
national competitiveness rather than regional competition. Also, competitiveness on photonic-industry, high-tech
industry and cultural contents, specialization of Gwangju, must be sought. Government support is also necessary. If
the special zone is designated without proper budgetary support, the R&D zone is likely to take a difficult path.

In order to promote the research and development outcome, research institutes with expertise and prominent firms
must be attracted. Not only the local government but also politicians, universities and companies come together.
Creation of investment environment, such as drastic removal of restrictions and incentives are important.
Especially, the Gwangju R&D zone lacks leading companies or research institutes that can utilize the highly educated
human resources.
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A System That can Guarantee Commercialization

Three special zones in Gwangju, Daedeok and Daegu are developed as developing each other’s specialized industry
and connecting them to local industry. The special zones have different industries, but when the R&D Special Zone
Support Headguarters is founded, they will be forced to compete with each other. If commercialization ratio and firm
sales in each zone are revealed, the performance will be graded. A system to commercialize the new technology
developed in the zone must be prepared. Gwangju has the most advanced research institutes and universities except
for the Seoul and Daejeon metropolitan areas. Also, there are industrial-academic-research R&D clusters like GIST-
University- Photonic-based R&D Technology Support Center. Particularly, Gwangju seeks the reason of success of
the R&D zone at the Daedeok zone. Although the Daedeok zone started R&D business 10 or so years before Gwangju,
there are statistics arguing weak commercialization for the region, while focusing on research only.

Daedeok Special Zone is a hub of NIS, as the forefront for creation of new growth energy and transformation to high-
value industry. However, Daedeok is not exempt from criticism of lack of national spillover and utilization of research
outcome, given its research achievements.

Science Business Belt Synergy Effect

Also, designation of special zones this time is interesting, given relevance with international science business belt.
Including Gwangju, Chungcheong and Yeongnam areas are seeking to build the business belt, and synergy effect with
designation of special zones is expected. International Science Business Belt is the largest project of Korean history
that will bring not only development of basic science but also huge economic profit.

In the area, where the business belt is built, research institute on basic science and heavy ion accelerator will be
included, and for all of this, total of 3 trillion 548.7 billion won will be invested. Experts expect 235 trillion won-worth
spillover for next twenty years if the belt is built, as well as brand value. Especially at the basic science institute, three
thousand researchers and supporting personnel will work. It is as large as the Seoul National University, having a
same effect of fifty-thousand population city built.
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Prospect of High-Tech Science Culture Cluster

Designation of the special zone is expected to combine with Gwangju city's project for "Asian Culture Center City, to
form "High-Tech Science Culture Cluster”. Total solution could be provided, through combining cultural technelogy
with production, R&D and marketing. City government plans ta complete R&D project, creation of venture ecology,
investrnent by firms and research institutes and special zone joint project lincluding forming investrent fund) by 2015
as a 1st phase. During this period, for building infrastructure, R&D convergence center, green fusion science center
and residential area are built. By district, at the HighTech 1 District R&D based convergence complex, at High Tech 3
District, open R&D-commercialization complex, at Shinryong District, future growth convergence comptex and car-
electronic part expanded complex are to be buitt. Other than that, in Jingok industrial area, car parts-only complex
and at Jangseong Nano Area, Nano-Buyer convergence complex are to be built.

First, in this year, four projects including R&D capability building and technology-commercialization promation are
planed with 4.5 billion won budget, and special zone management headquarters {Tech Biz Center] is planned for
operation. Gwangju city official said “designation of R&D special zone could enhance local strategic industry like
photonic-industry, which is at beginning phase, and can create driving force of the new growth in the Honam metro-
politan area, one of the 5+2 areas.”
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“50 to 60 Billion Won R&D Cost Reimbursed” Tax-Free for Income Tax and Subsidy
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Large Amount of R&D Financial Support
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Government is providing tens of billions won of R&D to promote R&D Spe-
cial Zone specialized-industry, every year. In case of the Daedeok Special
Zone, 48 billion won in 2007, 69.2 billion in 208 and 58 billion won in 2009
are spent for firms and institutes. As the Gwangju R&D zone is designated,
similar amount of R&D cost support will be supplied to Gwangju. It is esti-
mated around 50 to 60 billion won. The meaning of government subsidy is
tremendous. So far, the firms and institutes in the High Tech Science-In-
dustrial Complex have raised their own funds. There were some subsidies,
but the size was small and only a few firms were benefited.

However, as Gwangju is named as a special zone, many firms and research
institutes that have not received R&D subsidies will be benefited.

R&D subsidy will be provided to the firms and institutes selected by the
planned ‘R&D Special Zone Promotion Foundation Gwangju Zone Head-
quarters’, among Gwangju area’s specialized businesses. The headquar-
ters receive applications on new technologies in key industrial areas like
next generation photonic-based fusion, environment-friendly car parts,

smart-care electronics and next-generation battery.

Income and Corporate Tax Exempt for Three Years
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The firms and institutes that are moving to the Gwangju special zone or
newly created there will get lots of tax exemptions and subsidies.

They must be registered as research institute firm’ and ‘high-tech des-
ignated firm’ by the headquarter to get the benefit. In order to be desig-
nated so, they shall be involved in high-tech or high-tech related industry,
information technology or biotechnology. Income and corporate tax, which
are national tax, is exempt for three years, and will be reduced by 50% for
the following two years. And registration and acquisition tax [city tax) is not
levied, and property tax (district tax] is exempt for seven years, reduced by
half for the following three years. Exemption of city and district tax is ap-
plied not only to the research and high-tech firms, but also to the foreign
investment firms and research institutes. Also, in accordance with the city
legislation, employment, education/training, location and investment sub-
sidies are provided. Each subsidy is proportional to the investment amount
and employment. However, such benefit is applied to only new firms and
institutes, excluding existing ones. Existing ones already received tax ex-
emption and subsidy by the city when they entered the complex. Also, other
exemptions like contribution subsidy by government, loan, loan purchase
for high-tech industry, usage, profit, loan and sales of national/public asset
are said in the law. Gwangju city official said “the benefit that relevant firms
and institutes can feel R&D subsidy”, and “so far, the firms and institutes
have raised their own research fund, but now they can subsidize R&D by

getting government fund, as the special zone is designated.”
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