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Financing for MSMEs

1, Bank Loans

2, Government Loans to MSME

3, Special banks for MSME

(Credit cooperatives)

4, Credit Guarantee

5, Money lenders (Black market)

6, MSME data 2
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SMEs Share in Employment (%)



Access to Finance by SMEs and 

Large Firms in Japan
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Barriers for SMEs in Accessing Financial 

Institutions, Collateral,Higher rate 
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Source: ADB–OECD study on enhancing financial accessibility for SMEs: Lessons from recent crises. 

Mandaluyong City, Philippines: Asian Development Bank, 2013
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Small and Medium Sized Enterprise

(SME)

Venture business

Toyota, Honda, SevenEleven, Nintendo

Mr. HONDA worked at SME as a repairman. 

Seven Eleven: President Ito‘s story

How to finance start-up business ?

→ Hometown Investment Trust Funds
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Calculated Optimal Credit Guarantee ratios

15/03/2017 Yoshino - Taghizadeh 15

Group 1 of banks: 0.775

Group 2 of banks: 0.683

the optimal credit guarantee ratio in our model depends 

on three groups of factors:

1. macroeconomic variables

2. government policies, 

3. banking profile. 

These two groups consist of various variables

including:price of land, price of stock, gross domestic

product (GDP), money supply, actual SME loans, fixed

demand for loans, deposit interest rate, expected GDP,

marginal increase of nonperforming loans by increase

of additional loans, desired SME loans, desired default

risk ratio of loan, weight for stabilizing the SME loans,

weight for reducing the nonperforming loan ratio, and

financial profile of banks.
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Possible Solutions
Start up businesses, farmers

Hometown Investment
Trust Funds :    Springer
--------------------------------------------------

A Stable Way to Supply Risk Capital

Yoshino, Naoyuki; Kaji Sahoko (Eds.)
2013,

Japan, Cambodia
Vietnam, Peru, Mongolia

Access to Digital Technology
(1) Sales Promotion by Internet
(2) Invest into start-ups



Internet On-line trade
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Start 
ups

Farmers

Innovators

Internet
Company

Advertize

Consumers

FSA： registration



Hometown investment trust funds a new way to finance for

Wind power generators, solar power panels etc.

10/14/2016 24
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TRUST is important

1, Regular meetings with producers (every quarter)

2, Look for good products and advertise by internet

3, Give advise to innovators

4, Order the products though internet

5, Payment and Delivery

6, Reputation

7, Trust of community, Trust by customers
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Financial Education for SMEs

1, Bookkeeping

2, Daily revenue and expenses

3, Long-term planning

4, Accurate reporting of their business

5, Reduce default loan losses

SME database

6, Asset Management by SME

7, Pension Contribution by SME (50%)

Asset Management of Reserves
29



SMEs’ Debt Overhand 

30



Theoretical Model

31
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1,   L0/Y0 =  [ Initial Loan/Income] ratio

2,  r = Interest Rate

3,  n = number of years of borrowing

4,  a = growth rate of income

5,  c = marginal propensity to consume
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Case of India: (L/Y) and loan maturity 
Fixed ‘r’ per curve
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MPC (c) =0.80, a=7%
X-axis: Years (n)

Y-axis: Ratio (L0/Y0)



 If income is not high and lending is short-
term, the debt to income ratio should be 
very low

 Importance of Financial Education for 
households and SMEs

New Money Lenders ‘  Law (JAPAN)
1,  Maximum interest rate = 20%
2,  Require License (FSA)
3,  Paper examination 
4,  Prepare minimum Capital
5,   L/Y < 1/3

Policy Recommendations
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