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Summary Report

Seminar on Getting Credit for Small and Medium Enterprises
(1st Phase of Ease of Doing Business Action Plan)
1. Key Issues
· The most important findings

Good legal infrastructure and credit information allows SME to efficiently obtain credit and grow while avoiding moral hazard from more direct government assistance programs.  In particular, the following institutions support SME growth and resilience:
Legal infrastructure:

Security interests in all kinds of assets SME have, including receivables and inventory, should be recognized, verifiable, and enforceable through a unified and certain credit registry system.

Credit information:

Positive and negative credit information should be available cheaply and efficiently.  Positive information includes repayment history and loans which have been paid off in the past, as well as those where repayment is on-going and on time.  Negative information is missed payments, bankruptcy, etc.

2. Outputs
The primary output of this project was a one-day seminar held in Sendai on 21 September, 2010 described below.

· Outline of the one-day seminar in Sendai

Session 1: Ease of Getting Credit

In session 1, the presentations below were made by four speakers.  Session 1 was moderated by Mr. Gary Judd from ASB Bank.

· Doing Business: Getting Credit & APEC

Mr. Karim Belayachi and Mr. Santiago Croci from the World Bank (WB) made presentations on the getting credit indicator in the WB’s doing business indicators.  The getting credit indicator has two separate sub-indices, strength of legal rights and depth of credit information.  Regarding each sub-index, assessment criteria and current rankings for APEC were explained.

· Impacts of PRC Bankruptcy Law on Safeguarding Investments and Claims

Mr. Zheng Zhibin from King & Wood made a presentation on the PRC’s new bankruptcy law. He explained that the new law (i) increases transparency and predictability, (ii) confirms creditors’ existing rights, (iii) establishes an effective mechanism and improves claim value, and (iv) establishes an effective mechanism to attract post-bankruptcy financing.

· How Information Sharing Can Improve Access to Finance for SMMEs

Dr. Robin Varghese from the Policy and Economic Research Council (PERC) made a presentation on the effect of information sharing on getting credit.  He explained that the full-file comprehensive reporting (i) reduces asymmetric information problems, (ii) limits moral hazard, (iii) replaces collateral in the form of assets with reputational collateral, and (iv) solves many SMMEs’ common problem of insufficient fixed assets for collateral.

Session 2: SME and Getting Credit

In session 2, the below presentations were made by three speakers. Session 2 was moderated by Prof. Naoyuki Yoshino from Keio University.

· Problems Facing SMEs

Mr. Tsutomu Tatemiya from Proactive Corporation made a presentation on the SMEs’ needs for an improved accounting education system and business skill evaluation system.  He proposed an APEC certified bookkeeping examination system and APEC certified business skill & knowledge examination system.

· The Role of Collateral and Government Assistance in SME Financing

Mr. Iichiro Uesugi from Research Institute of Economy, Trade and Industry (RIETI) made a presentation on the Japanese case of SME finance.  He concluded that collateral is one of the most important instruments to alleviate problems incurred by SMEs’ informational opacity and that we need to examine whether the assistance provided by the government is effective when the government-assisted firms lack collateralizable assets.

· Issues particular to SME assistance for women entrepreneurs

Ms. Aida Cerda from the National Women’s Institute in Mexico made a presentation on SME assistance for women entrepreneurs.  She recommended that access to information on loans be facilitated and getting credit procedures be simplified.

Working Lunch

In the working lunch, Mr. Gary Judd and Prof. Naoyuki Yoshino gave speeches.

· ABAC’s Work Related to Getting Credit for Small and Medium Enterprises

Mr. Judd explained the ABAC’s recommendation to Leaders that key areas to be focused on be promoting improved risk management through modernised credit information and improving the regulatory process, transparency and predictability of the judicial system.  He also reported on the outline of the ABAC’s second 2010 meeting in Taipei.

· The Development of SME Credit Information Database to Promote SME Lending

Prof. Yoshino made the following policy recommendations on a SME credit information database.  (i) SMEs need incentives to disclose their real data.  (ii) An institution mandated to collect SME data while looking after the confidential and trustworthiness interests of the SMEs in its database must be established.  (iii) At the same time, this institution must have its own revenue source (by selling data and by providing computation of default risks, etc.).  (iv) The SME database should be a repository of both financial and non-financial SME data.  (v) Statistical analysis is required to compute SMEs’ default risk ratio.

Session 3: Breakout Discussion Session

Participants were divided into four groups, and they alternated between the two themes, a) Strength of Legal Rights and b) Depth of Credit Information.  After the group discussions, the four moderators, Mr. Thomas M. Clark from GE Capital Asia, Mr. Croci, Mr. Belayachi and Dr. Varghese, reported the result of the discussions as follows.
a) Strength of Legal Rights
· Because SME lack real property, more expansive and inclusive definition of eligible property for collateral is needed.  It is necessary to avoid financial sector dependence on real estate only and widen the variety of collateral, especially including movable property.
· Secured credit legal architecture allows lenders to recover if borrowers do default and reduces risk, increases predictability, and increases lender ability to make better lending decisions.

· It would be effective if we could do more empirical studies to find which reforms help the most and talk about specific best practices.
· It is recommended that APEC have a seminar which introduces different international model laws and toolkits for reforms. 

b) Depth of Credit Information

· Inter-ministerial task forces are the best mechanism to push reforms forward in an economy.
· Legal framework and regulations are one challenge to  improved credit information systems.

· Quality of data is also an issue.  It is important to have information, but sometimes it is hard to manage information to make sure it is not outdated or erroneous.
· As APEC has an important role as a knowledge sharing platform, we should not look too far but share experiences from our own economies which have well-developed credit information system.

· A peer-to-peer learning event could also be very helpful.

· There is no one-size-fits all approach because each economy’s experience, credit information system, and regulations differ.

· Fear of competition is the first and foremost challenge: How to get data furnishers who are afraid of disclosing best customers to their competitors to share data.

Evaluation

After the seminar, we collected the questionnaires answered by participants.

In response to the question regarding activities expected at the next phase of this getting credit project, most common answer was sharing success stories of economies, sharing good and bad practical examples, or sharing more detailed reform information.
3. Participant information
Provide details on:
· The number of participants (or subjects if the project was a survey)

71 participants
· Which APEC member economies participated

Australia, Brunei Darussalam, Canada, People’s Republic of China, Indonesia, Japan, Korea, Malaysia, Mexico, New Zealand, Papua New Guinea, Peru, Philippines, Singapore, Chinese Taipei, Thailand, United States, and Vietnam (18 APEC member economies)

· Any non-APEC member participants

The World Bank played an instrumental role in the delivery of the workshop.

· The relative number of women and men participants

The approximate number of women totaled 26.  The approximate number of men totaled 45.
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