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Prologue

Small and Medium Enterprise is a humongous special enterprise
group of extremely strategic importance in the development of the e-
conomy and the society of all nations and economic entities around
the world. It is also an economic group of very distinctive character-
istics and exceptionally eminent standing, yet it has been neglected
or even biased against for a long time. In recent years, this abnor-
mal situation is quickly being corrected. The policy-making depart-
ments of the governments of various countries and many internation-
al organizations, especially the summit meeting of APEC ( Asia-Pa-
cific Economic Cooperation) attach much significance to the prob-
lems faced by small and medium enterprise, and have been under-
standing and handling the problem with its importance raised to the
global strategic level.

The gigantic special enterprise group of small and medium en-
terprise makes 97% ~ 99.7% of the total number of enterprises
around the globe, the employment positions this group produces
make the 55% ~78% of all positions, the GDP made by such enter-
prises contributes more than 50% of the national GDP in maost coun-
tries, and the exportation amount of the group weight 40% ~ 60%
of the total exportation amount for a country. Beyond all doubts,
small and medium enterprise is a strategic enterprise group of ex-
tremely important standing. However, small and medium enterprise
is small in scale, it has fairly low market share, it only has low lev-
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cls of technologies and equipments, and its overall labor productivity
is comparatively low. Because of these shortcomings and other rea-
sons, small and medium enterprise is in an inferior position in the
heated competitions with large enterprise, and this is especially con-
centratedly reflected in the loan dilemma, which is, it’s hard for
small and medium enterprise to get loans. In respect to the integral
and macroscopic aspects of the development and stability of economy
and society, small and medium enterprise takes a high position. On
the other hand, it is also a special group of low potency if we regard
it in individual and microscopic terms. 1 generalize that it is a enter-
prise group of “high position but low potency” . For such reasons, |
publicly called on all trades of the society several years ago, to “open
your eyes wide, pay close attention to small and medium enterprise,
and realize that we are in urgent need of a series of omni-faceted and
comprehensive specially biased supportive administrative system for
it”. We are glad to see that “Small and Medium Enterprise Boosting
Law of the People’ s Republic of China” is going to enacte and en-
force, that the problems faced by small and medium enterprise has
been one of the major problems keenly watched over by the central
and local policy-making, legislative and administrative authorities,
and that a comprehensive and sophisticated accompanying backup
administrative system with special bias is gradually into shape. Such
phenormena are very delightful to see, after all, it will be a very long
and hard procedure for the system to come into being.

The credit guarantee system of small and medium enterptise is a
highly professional domain of very special targets, yet it’s but a part
of the comprchensive accompanying biased supportive administrative
system for small and medium enterprise in many countries. Howev-
er, the credit guarantee system directly faces the big commercial fi-
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nancial organizations and the great market, which is where it is dif-
ferent from and advantageous over other supportive policies.

As the “Small and Medium Enterprise Boosting Law of the
People’s Republic of China” is about to take effect, it would be of
more epoch-making and historical significance to research in and dis-
cuss the construction and sophistication of the credit guarantee sys-
tem for small and medium enterprise.

It" s a common characteristic for small and medium enterprise
around the world to be “in high position but with low potency”. As
the basic histiocyte of market economy, the importance of small and
medium enterprise in national economy and social development has
been proved by the practices of economic developments in many
countries. On the other hand, the dilemmas and risks that small and
medium enterprise face in survival and development have also been
paid due regard to by many nations. It has been the most basic and
most popular method for the nations to support small and medium
enterprise, to build administrative finance for small and medium en-
terprise, so as to shorten the gap of loans for such enterprise.

There are various ways to build administrative finance to sup-
port small and medium enterprise. Some developing countries turn
to administrative banks for small and medium enterprise to provide
direct financial support for small and medium enterprise, while more
developed countries and areas support such enterprise by building
credit guarantee system for small and medium enterprise with the
help of their mature and sophisticated modern commercial financial
organizations. Compared with administrative banks for small and
medium enterprise, there are several advantages for credit guarantee
system: First, there’s a “firewall” made by the system between
small and medium enterprise and commercial financial organizations,
q



it will shorten the loan gap for small and medium enterprise while
ensuring that commercial principles are ahided by in commercial fi-
nancial organizations. Sccondly, the system will make small and
medium enterprise know more about loan risks, they will have ade-
quate understanding of the counterpart roles played by loan risks and
loan ability, and they will be more conscious of risks. Thirdly, the
system will help avoid the “free pass” possible for administrative
bank loans, so that the government will have more efficient opera-
tion of its investment. Moreover, by providing credit guarantee for
small and medium enterprise through the credit guarantee system,
we can put into better play the guiding effect and the multiplying ef-
fect of governmental capital, hence efficiently improve the utilization
performance of governmental credit guarantee foundations. Howev-
er, we must notice that, there are two basic conditions for credit
guarantee institution to operate on: First of all, we must base the
credit guarantee system upon highly advanced commercial financial
organizations, without the help of modern commercial financial sys-
tem, the credit guarantee system will probably be but an illusion.
Secondly, the credit guarantee foundations themselves must reach
certain scale to function. If the scale is too small, not only the re-
quirements of small and medium enterprise cannot be met, but also
there could be serious problems for the security of the credit guaran-
tee organizations themselves.

In his new book, “The Comparison of International Credit
Guarantee Systems of Small and Medium Enterprise”, Wenhui se-
lects the credit guarantee system for small and medium enterprise as
the object of research and analysis. This makes Wenhui one of the
frontrunners of this field in China. Morcover, only he internation-
ally compares the credit guarantee systems of small and medium en-
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terprise in China. The book itself is an integral system that brims
over with original ideas and copious supporting data. It truthfully
reflects the currents of the credit guarantee systems for small and
medium enterprise in various countries, and it fuses theory and prac-
tice, blends reality and prospect. The originality of this book is
mainly manifested in the following points:

1. Wenhui based his research on comprehensive and systematic
information gathered regarding various countries as well as their ac-
companying favorable administrative policies and measures. He re-
searched comparatively in various credit guarantee systems for small
and medium enterprise, summarized their regularities and contrasted
their disparities. Through his omni-directional, multi-level, and
multi-angle comparison and research, Wenhui thoroughly and objec-
tively evaluated the small and medium enterprise credit guarantee
systems of various countries and parsed their generalities and differ-
ences.

2. Wenhui integrated theoretic research and concrete analysis,
and with an evidence-prove-theory method, he thoroughly analyzed
the variances of the small and medium enterprise credit guarantee
systems of multiple countries, so that we can understand the posi-
tion and functions of credit guarantee more directly and effectively.
Such approach of his is much more convincing than hollow exposi-
tions of credit guarantee theories.

3. Wenhui has put much strength on research in the operational
risks of the credit guarantee system of small and medium enterprise
itself. He emphasized on controlling the system both internally and
externally, so that the small and medium enterprise credit guarantee
system can improve its risk prevention ability and upgrade its risk
prevention level while the system is assured to run well. No doubt
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this principle is essential for wide deployment of credit guarantee
systems for small and medium enterprise in China.

4. Wenhui paid particular interest in studying small and medi-
um enterprise credit guarantee organization unions home and abroad,
and he analyzed the functions and operational mechanisms of the
unions. His research helps not only to interact the small and medium
enterprise credit guarantee organizations of different nations and ar-
€as, so that they can learn from each other, but it also helps for the
organizations to enjoy proper operations as well as efficient perfor-
mances.

5. Wenhui also did special research in the current status of Chi-
nese small and medium enterprise as well as the supportive policies of
Chinese government. Based on the analysis of the present condition
of the small and medium enterprise credit guarantee system in Chi-
na, he researched and brought up strategic, feasible, and realistic
mode options and construction methods. I think that this book will
be a theoretic guide to construct and operate in a standardized way
the credit guarantee system for small and medium enterprise in Chi-
na.

As a mid-term payoff of research in the loan dilemma of small
and medium enterprise, the book is bound to have flaws and have
even missed something. With the gradual sophistication and market-
ing of commercial financial organizations in China, there will be
more interesting problems worthy of research in China’s credit guar-
antee systern for small and medium enterprise. Besides, as small and
medium enterprise is one of the week communities of our society,
it’ 1l take long time to solve the loan dilemma. I wish that Wenhui
would go all out and put great perseverance in his research, and ['m
anticipating more, better research results from him.
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Beyond any doubt, this book is an academic work of great val-
ue, a masterpiece of research in small and medium enterprise admin-
istrative policies. 1 believe that this book will be welcomed by econo-
my theory researchers, and it will also be of great reference value to
the policy makers. Therefore, I composcd this prologue with great

pleasure at Wenhui’s request.

Qinxian Bai
Shenyang, Dec. 22, 2002
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Preface

Under the market economy, like large companies, small and
medium enterprise has become indispensable components of the mar-
ket. Although nowadays there are popular pursues for large-scale
economy, there are pervasive practices of company merges, and
there are more apparent enterprise flattops, the survival and devel-
opment of small and medium enterprise are generally attached signif-
icance and paid close attention by most of the governments around
the world. Because of the inferior position that small and medium
enterprise stands in enterprise scale as well as competition situations
compared to large and huge enterprise, many governments in the
world have adopted multiple methods to support small and medium
enterprise. The credit guarantee system of small and medium enter-
prise discussed in this topic is an important component of the gov-
ernments’ supportive policies, and it’s also an indispensable part of

the financial supportive policies of the governments worldwide.
I . Basis of the Topic

Why I choose as my research focus the comparison of the credit
guarantee systems of small and medium enterprise? I have the fol-
lowing acknowledgements and considerations:

1. During the construction of China’s market economy system,
the development of small and medium enterprise has become ene of
the important issues generally focused on by the contemporary econ-
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omy academy. The “Small and Medium Enterprise Boosting Law of
the People” s Republic of China” was made in the 28" conference of
the Ninth Presidium of China on June 29", 2002, and this law is a
sign that the understanding of our government to small and medium
enterprise has been in a new level: it will be ane of the focuses of the
government for a long time to lawfully support and boost small and
medium enterprise.

The dilemmas faced by small and medium enterprise are univer-
sally common. To encapsulate, there are “six difficulties” faced by
small and medium enterprise, i.e., difficulty in getting loans, diffi-
culty in gaining technical dynamics, difficulty in recruiting and
keeping heads, difficulty in entering the market, difficulty in setting
up the enterprise, and the difficulty in obtaining information. The
core of these difficultics is “difficulty in getting loans”, with enough
funds, a company can be founded, technology can be introduced,
talented personnel can be recruited, information can be gathered ef-
ficiently, and the enterprise can enter the market to compete with
others. Research has shown that, aiming at the survival dilemma
caused by capital deficiency faced by most small and medium enter-
prises, many countries have provided multiple supports for small and
medium enterprise to get loans. The first choice {or developed coun-
tries is to build the credit guarantee system.

In this topic, we will compare and analyze the credit guarantee
systems over the world, and we will also analyze the status quo of
the credit guarantee system of small and medium enterprise in Chi-
na. We’ll focus on summarizing the successful experiences as well as
the failing lessons, which will be a useful academic advice to sophis-
ticate the credit guarantee system of small and medium enterprise in
China.
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