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SME in Japan shows large share
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SMEs in China
(Red Mark is SMEs’ share)
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SMEs rely on Banks and Micro Credit
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The The SME Industry and Credit Information SME Industry and Credit Information 
Infrastructure in East AsiaInfrastructure in East Asia

SMEs dominate the business landscape 
of ASEAN economies and influence output, employment of ASEAN economies and influence output, employment 
and income growth.

Information asymmetry still exist and the 
type of infrastructure that could appropriately address this 
problem in terms of existence and state of development 
across the ASEAN region.

It is imperative to have a credit It is imperative to have a credit 
information system for the SME sector to 
help address the persistent challenge of 
information asymmetry and financing access.
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Profit Ratio of 
Large companies versus SMEs

@CopyRightYoshinoKeioUniversity
2010/May/20

12



SME-DataBase-Yoshino 5/18/2010

CopyRightYOSHINO/May/20/2010 7

Wage Differentials
between Large companies and SMEs
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Number of SME bankruptcies
Japanese Case
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No of Bankruptcies Debts (100million yen)

Overall SME Percentage of Overall SME Percentage of 

which SME which SME

1994     14061 13965 99.31726051 56294 40917 72.68447792

1995 15108 14970 99.08657665 92411 46561 50.38469446

1996     14834 14731 99.30564918 81299 49693 61.12375306

1997     16464 16293 98.96137026 140447 57494 40.93643866

1998     18988 18749 98.7413103 137484 68329 49.69960141

1999     15352 15135 98.58650339 136214 80640 59.20096319

2000     18769 18497 98.55080185 238850 65691 27.50303538

2001     19164 18819 98.19974953 165196 73151 44.28133853

2002     19087 18867 98.84738304 137824 77540 56.26015788

2003     16255 15877 97.67456167 115818 57651 49.7772367

2004     13679 13392 97.90189341 78177 53656 68.63399721
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SME = Types of Financial Institutions 
trillion Yen
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Government Bank and Private Banks
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Changes in start-ups and closure rates

’75-‘78
’78-
‘81

’81-
‘86

’86-
‘91

’91-
‘96

’96-‘99 ’99-‘01

Start-
up Rate 5.90% 5.90% 4.30% 3.50% 2.70% 3.60% 3.10%

Closure 
Rate 3.80% 3.80% 4.00% 4.00% 3.20% 5.60% 4.50%
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Loans by Banks, Credit Cooperatives etc.
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Four Accounts by SMEs

Tax Authority
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Lack of Data for SMEs

Capital
Market

Credit
Rating

Large
corporations

Stocks and Bonds

Loan Securitization

@CopyRightYoshinoKeioUniversit
y2010/May/20

31

SMEs

Banks

Micro Credit

Credit 
Guarantee

SMEs Database 
1, Common Database in ASEAN+3
2, Credit Scoring2, Credit Scoring
3, Statistical Examination
 Default Risk

4, Reduce Information Asymmetry
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5, Securitization of SME loans
It is circulated in Asian Bond Market
6, Benchmark for SME credit analysis
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Credit Guarantee Systems (CGS)       Credit Guarantee Systems (CGS)       
And   SME Finance in ASEANAnd   SME Finance in ASEAN

Credit guarantee schemes (CGS) 
have the objective of absorbing part 
of the loss resulting from the default 
of a bank loan. 
It reduces lender’s risk, serves to 

improve the supply of credit and 
facilitates the smooth operation of 
the SME loan market.

33
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Credit Guarantee Systems (CGS)Credit Guarantee Systems (CGS)
and   SME Finance in ASEANand   SME Finance in ASEAN

Sustainability of CGSSustainability of CGS
motivation, 

funding;
To avoid moral hazard; To avoid moral hazard; 
Going concern 

34Presentation of HURI (February 2009)
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Credit Guarantee Systems and Credit Guarantee Systems and 
SME Finance in ASEANSME Finance in ASEAN
The APBSD seeks to engage ASEAN countries in:
Capacity building to improve SME financing access Capacity building to improve SME financing access 

via the institutionalization of capacity building 
measures in the areas of accounting and financial 
information reporting and maintenance;
Financial institutional capacity building specifically 

the development of a credit information system;p y ;
Widening and deepening of SME access through the 

regionalization and sub-regionalization of financial 
schemes and alternative financial measures.

35Presentation of HURI (February 2009)
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SME Financing and the State of SME Financing and the State of 
Credit Guarantee Systems (CGS) in ASEANCredit Guarantee Systems (CGS) in ASEAN

CGS Lessons and Insights
To the extent that CGS have somehow To the extent that CGS have somehow 

influenced Asian banks’ lending behavior 
by encouraging them to make SMEs part of 
their market and develop SME-focused 
financial products and services, CGS  can 
be said to have indirectly influenced the be said to have indirectly influenced the 
promotion of financial sector deepening.
Partial Guarantee rather than 100%.
To Avoid Moral Hazard 

36
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Credit Guarantee Systems and Credit Guarantee Systems and 
SME Finance in ASEANSME Finance in ASEAN

Macroeconomic CGS Success Factors
Open and competitive banking environment
Dynamic and expanding business sector
Government policies that do not crowd-out 

market-driven initiatives
Monetary and regulatory environment that is 

conducive to lending to SMEs
Enterprise-centered business frameworkp
Supportive agencies that champion enabling 

environment for SMEs 
A credit bureau that provides effective and 

efficient access to SME credit information.

37Presentation of HURI (February 2009)
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Considerations in Establishing a  Regional Considerations in Establishing a  Regional 
Framework for SME Funding MechanismsFramework for SME Funding Mechanisms

 Promoting CGS for financial development is NOT the 
same as promoting SME development. p g p

 Governments must be ready to support CGS schemes in 
times of distress so as not to derail the goal of SME 
promotion.

 Credit bureaus and credit ratings agencies for SMEs will 
help CGS expand its reach and maximize its impact.

 One of the outcomes of the APBSD which the ASEAN  One of the outcomes of the APBSD which the ASEAN 
hopes to achieve by 2015 is the establishment of the 
SME development fund to benefit all ASEAN SMEs 
and promote entrepreneurship on a regional 
level.
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CRD (Credit Risk Database)
Membership composition (July,2009)

Credit guarantee corporations 52Credit guarantee corporations 52
Government financial institutions    3
Private financial institutions 136
Credit-rating agencies, etc. 6
Small and Medium Enterprises Agency
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Small and Medium Enterprises Agency,
Bank of Japan, etc. 5

Total 202

CRD Data: Since 1995

Corporations          March-2009
Total 10 180 000 (1785)Total                 10,180,000  (1785)
Default data       1,117,000   (209)

Individual  owned company
Total                  2,496,000     (803)
D f lt d t 301 000 (90)
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Default data         301,000     (90)
Number of  (Number of

Accounts    companies)
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SMEs Financial

Credit Guarantee
Corporations

(Collect Data of SMEs)

SME Data base

SMEs
2588

(12.6million)

Defaults
299

Financial 
Institutions

136+3
Regional Banks

Credit Associations
Credit Cooperatives

( )
52 

1 G t S t
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299
(1.4million)

p
Government Banks

Central Bank

1, Government Support
2, Reliability

3, Security of Information
CRD
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CRD Data CollectionCRD Data Collection

Financial data – B/S and P/L

Non financial data E  d t  f Non-financial data -E.g. date of 
establishment and geographical location.

Default data
3 months or more arrears; 
de facto bankruptcy; 
 b ti  b  dit t  ti

43

 subrogation by credit guarantee corporations
possible bankruptcy.
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Consolidation and AnonymityConsolidation and Anonymity

 An effective credit information database 
needs a large amount of data.

Th  d b  d   lid  h   The database needs to consolidate the 
data on the same borrower.

 Anonymity is important to form a large 
and effective credit information database.

44

 Anonymity is a legal protection issue.
 Confidenciality

44@CopyRightYoshinoKeioUniversity
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Policy Remarks and Recommendation Policy Remarks and Recommendation 

Elements of a Regional Credit Information 
Sharing Mechanism
Legal and regulatory frameworks for credit reporting -

d h h ll ll lanticipated as the most challenging of all elements
Technology platform
Providers and users of data
Quantity and quality of data to be collected/distributed
Advocacy of credit reporting discipline and education, 

Book keeping by SMEsp g y
 Institutional arrangements to govern the collection and 

use of credit information across borders.
Policy guidelines for the use of regional credit 

information for benchmarking purposes.

Presentation of HURI (February 2009) 45
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In the context of SME participation 
in bond markets:
The securitization of SME bonds plus a credit 

guarantee on those bonds could render it more attractive to investors.guarantee on those bonds could render it more attractive to investors.
 Establishment of SME credit information entities must be continuously 

pursued.  This development would help generate a critical mass 
of SME information and help create SME-focused credit 
ratings agencies. 

 Existing domestic rating agencies need to be more efficient.  

A strong legal and regulatory frameworkg g g y
must be in place to protect investors, promote financial reporting and 
accounting discipline and encourage transparency in capital market 
transactions.

Presentation of HURI (February 2009) 46

46@CopyRightYoshinoKeioUniversity
2010/May/20



SME-DataBase-Yoshino 5/18/2010

CopyRightYOSHINO/May/20/2010 24

(1) SMEs have to have incentives to disclose 
their truth data In Japan SME data are collected

Lists of Policy Recommendations

their truth data. In Japan, SME data are collected 
nationwide by Credit Guarantee Corporations, which 
have 47 offices in all the prefectures in Japan. When 
SMEs want to borrow from banks, they are often asked 
to put credit guarantee on their loans. This is because 
SMEs are perceived to be much riskier than large

@CopyRightYoshinoKeioUniversity
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SMEs are perceived to be much riskier than large 
corporations. Since ASEAN countries have different 
financial and SME lending systems, the kind of 
organization to collect SME data in each country must 
be studied well.

(2) An institution that is mandated to collect SME 
data while looking after the confidential and
trustworthiness interests of the SMEs in its 
database must be established.

Lists of Policy Recommendation

database must be established.
(3) Once the organization to collect SME data is set 
up, the government must spend for the initial
cost of its establishment to help get its operations off 
the ground. The cost must be as minimum
as possible. At the same time, it must have its own 

@CopyRightYoshinoKeioUniversity
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revenue source. In Japan, CRD (credit Risk
Database) collect fees from financial institutions by 
selling data and by providing the computation of 
default risks. Consultation of data analysis with 
various banks is another source of income from CRD.
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(4) The SME database should be a repository of both financial 
and non-financial SME data. In
Japan, the data collected by CRD includes
sales, operating profits, ordinary profits, investment in
plant and equipment, investment in P&E (excluding 
investment in software), increase in inventories, ratio of 
operating profits to sales, ratio of ordinary profits to sales, 
ratio of net worth, liquid assets, inventories, fixed assets, 
deferred assets, total assets, liquid liabilities, fixed 
liabilities, net assets, interest expense and personnel 
expenses. 
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(5) Statistical analysis is required to compute the default risk 
ratio of SMEs. The database
institution can then provide statistical analysis to its member 
banks.

(6) If SME data are collected in various Asian 
countries, cross border comparison becomes
possible for SME credibility. SME loans can be 
securitized based on the accurate database whichsecuritized based on the accurate database, which 
can widen the opportunity for SMEs to raise funds
from the capital market. SMEs can start to issue CPs 
and corporate bonds as a group. The information 
contained in the SME database can help reduce the 
risks of SME bond an pooled SME bonds can be used

@CopyRightYoshinoKeioUniversity
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risks of SME bond an pooled SME bonds can be used 
to diversity the risks of investors.
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(7) Continuous efforts need to be made to improve 
the kind of data to be collected in each country so
as to ascertain the exact situation of firms in the 
SME industry. Credit risk models can bey
developed and improved with the use of various 
SME data. The development of SME database
will contribute to the enhancement of the 
Asian bond market by allowing SMEs to issue 
SME bonds. 
If SME d t t di l d i A i

@CopyRightYoshinoKeioUniversity
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If SME data sets were disclosed in Asian 
countries, and under the auspices of the ABMI,
capital flow among Asian countries will be 
enhanced.

Summary---SMEs Database 
1, Common Database
2, Credit Scoring2, Credit Scoring
3, Securitization of SME loans
 It is circulated in Asian Bond Market
4, Benchmark for SME credit analysis
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5, Statistical Examination
 Default Risk

6, Reduce Information Asymmetry
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More than 60% use Credit Data

@CopyRightYoshinoKeioUniversit
y2010/May/20

53

54@CopyRightYoshinoKeioUniversity
2010/May/20



SME-DataBase-Yoshino 5/18/2010

CopyRightYOSHINO/May/20/2010 28

ABMI (Asian Bond Market Initiative)

Steps so far
1  G t B d M k t1, Government Bond Market
2, Semi-Government Bond (Power plant)
3, Large Companies
4, Infrastructure Financing (Revenue Bond)
5  Housing Loan  Securitization
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5, Housing Loan, Securitization
Small Businesses are neglected
 Credit Data is difficult to obtain

Reference
Development of Corporate Credit

I f ti  D t b  d C dit Information Database and Credit 
Guarantee System
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