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ABSTRACT -+ v cvvenreenananananaiannenns S

Banks often deny the eligibility of medium-sized and small enterpris-
es for financial loans in the light of their credit assessment system which
is mainly composed by financial indicators. Many domestic economists,
therefore, attribute the difficulties that numerous medium-sized or small
enterprises encounter in financing to the “bad credit "resulting from lim-
ited size of capital, disorderliness of management and backwardness of
technology. The practices of the industry of credit guarantee for medium-
sized or small enterprises, however, indicate that average default rate of
the “bad credit” enterprises is very low, even lower than that of “good
credit” enterprises. This undoubtedly poses a significant challenge to-
wards the prevailing perspectives on credit of medium-sized and small en-
terprises and the existing corresponding credit assessment system. How
to understand and assess the credit of medium-sized and small enterprises
is the question that the thesis is trying to tackle.

Having compared the credit theory of the West with that of the
East, I find that western credit theory is characterized as credit in econo-
my, which attaches a great importance to material gain. But in eastern
countries the credit theory is represented by credit in ethics, which at-
taches a great importance to ethical standards. It is, therefore, doomed
to failure in practice to assess the credits of medium-sized and small Chi-
nese enterprises, which mainly embody eastern credit ethics, with the
western credit theories and principles that are mainly composed of finan-
cial indicators.

After analyzing the development of the study of credit and credit as-
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sessment in this country, this thesis will make research on the following three as-
pects: the definition and characters of medium-sized and small enterprise; the basic
credit theory; and the basic theory on enterprise credit.

1. This thesis discusses the connotation and the essences of contemporary
medium-sized and small Chinese enterprises. The discussion tries to challenge the
traditional definition of medium-sized and small enterprise, which relies on the size
of enterprise. A new definition is given according to the competitiveness of enter-
prise. With a number of examples, the thesis profoundly analyzes the characters of
medium-sized and small enterprises in capability, administration and management.

2. Through analyzing the basic functions, the history and the range of effec-
tiveness of financial credit, the thesis reveals the essence of credit—the code of
ethics in business activities. Based on the analysis of credit essence, the thesis indi-
cates the requirements of being trustworthy for subject of credit—the unification of
sense of cognition and abidance in practice. And it discusses the contents of credit
awareness: honesty, genuineness and fairness, and their influence on subject of
credit to be trustworthy, which provide theoretical basis for credit-risk measure-
ment in credit assessment. Based on the research on the interest of credit subject—
the motivation of originating and developing credit, the thesis discusses the differ-
entiation of credit forms with the development of society. Furthermore it discusses
the forms of credit—economic credit, administrative credit and social credit, which
challenges the prevailing perspective that credit is only economic credit.

3. Based on the study of basic credit theories, the thesis emphasizes the dis-
cussion on the preconditions of enterprises’ being trustworthy and the mechanism
to make enterprises be trustworthy. The thesis suggests that the internal conditions
of the enterprise—the credit quality and credit capability—are important elements
making enterprises be trustworthy, and the credit quality (subjective element) is
the necessary condition to being trustworthy and the credit capability (objective el-
ement) is the sufficient condition to being trustworthy. These suggestions break
through the traditional theories and principles of credit assessment, which are
based on financial indicators, and lay a theoretical foundation for framing the enter-
prise credit assessment system. Furthermore, the thesis deeply discusses the influ-
ence of enterprise value upon credit perception and credit quality, which provides

theoretical basis for evaluating the credit quality of enterprise.
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Based on the above analysis on enterprises’ being trustworthy, the thesis
makes deep research on the criteria of credit assessment to medium-sized and small
enterprises in the following two aspects.

The first part of the research emphasizes on the framework of the criteria of
credit assessment as to medium-sized and small enterprises, namely, the research
on the elements influencing the credit of medium-sized and small enterprises. First
of all, having assimilated the results of foreign and domestic theories and practices,
the research selects the most significant elements influencing the credit of medium-
sized and small enterprises, on the basis of research results of the thesis. After con-
ducting the screening investigation of questionnaires on small sample and the ques-
tionnaire survey on large sample and statistic analysis, the research finally proves
that the most important factor determining enterprises to be trustworthy is the
credit quality; the next is credit capability. The thesis analyzes the difference be-
tween enterprises and credit institutions in the cognition of the factors influencing
the credit of medium-sized and small enterprises and the reasons for the difference.

The second part of the research is the deepening of the first part, which em-
phasizes the study of the internal elements influencing the credit of medium-sized
and small enterprises—the evaluation elements of credit quality and credit capabili-
ty. Having assimilated the results of foreign and domestic theories and practices,
the thesis selects the main elements assessing credit quality and credit capability,
according to the research results of the thesis. Then results of the questionnaire
survey on large sample and statistic analysis show the main elements of credit as-
sessment and their weights in the assessment. These elements frame a system of
assessing credit quality and credit capability. The thesis analyzes the difference be-
tween enterprises and credit institutions in the cognition of evaluation elements and
the reasons for the difference.

It is a pity that the thesis does not carry out the research on the external influ-
encing elements on the credit of medium-sized and small enterprises; the sample
size is limited and the sources of sample are restricted within insured enterprises in
Zhejiang province. It needs further efforts to perfect the thesis.

Key Words: small and; medium-sized; enterprises; credi; influencing ele-

ments; evaluation elements; credit quality; credit capability
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