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Abstract
Analysis about the effects of
Government’s small and medium
enterprise financial support policy

on bank’s management performance

Hwang, Chi-Yeol

Department of Public Enterprise Policy
The Graduate School

of Public Administration

Seoul National University

The government executed loan expansion policy for small and
medium enterprise through the banks in order to provide the funds to
small and medium enterprise which were suffering from liquidity
crisis at the global financial crisis in 2008. But, the execution level of
loan expansion policy for small and medium enterprise was different
by each bank and especially big difference was identified by bank
type because loan expansion for small and medium enterprise could
cause negative effects on the bank soundness and profitability in the
situation that the small and medium enterprise’s credit risk was

increasing at that time. Therefore, this study conducted the empirical
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analysis about the execution effects of Government's small and
medium enterprise loan expansion policy at the global financial crisis
on the bank’s management performance targeting 18 domestic banks
and also identified the differential influences according to bank type
and execution level.

For this, this study defined individual banks loan increase rates
for small and medium enterprise during the global financial crisis
period(2009~2010) as the execution level of Government policies and
identified the effects of bank’s management performance after the
financial crisis(2011~2013). Regarding bank’s management performance
index, return on total assets and return stockholders’ equity were
analyzed for profitability index, allowance for bad debts ratio and
NPL ratio were analyzed for soundness index and total asset growth
ratio was analyzed for growth index.

Study results are as follows. First, the expansion of small and
medium enterprise loan according to the Government policy at the
global financial crisis was identified to bring negative effects on the
bank’s profitability and soundness, and relatively weak positive effects
on the growth. Second, execution of Government policy was identified
to bring differential effects on the bank type and the biggest negative
effects on special bank’s management performance which conducted
the Government policy most actively. Third, when classifying the
execution levels of Government policy according to the small and
medium enterprise loan increase rates, there was almost no significant
difference between these groups.

This study results show that the bank’s loan type adapting the
business cycle is more desirable in the aspects of bank’s management
performance. Accordingly, it could be predicted when the economic
crisis like the global financial crisis will occur again in the future,

market failure will follow that the bank will reduce financial supports
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in small and medium enterprise loan and consequently, series of
repeated phenomena could be predicted that the Government
implement the small and medium enterprise loan expansion policy
focusing on special bank.

But, the Government should prepare for the institutional strategy
and financial system that the market could voluntarily provide the
funds for small and medium enterprise even at economic crisis
because fund investment is required for Government's artificial
financial support policy and side effects like inefficiency and external
effects could occur. Additionally, banks should develop various
financing techniques to actively support the loan at economic crisis in
order that the bank could escape from the loan behaviors which
adapts repeated business cycle at every economic crisis but coexists
with small and medium enterprise and play a social role as a
financial institution.

Finally, this study has the biggest meaning to analyze the effects
of bank’s small and medium enterprise loan expansion to execute the
Government’s financial support policy at economic crisis, not the
bank’s internal strategy, on the management performance of the
relevant bank. But, there was slightly insufficient control in this
study about management performance difference factors which have
existed in the banks before the execution of Government policy at the
global financial crisis. Additionally, due to the limitation of data
collection, this study has some partial limitations like not to conduct
the cause analysis based on the measurement about study results, but
if additional follow-up studies to correct this limitation could be
conducted in the future, it is expected to suggest more policy
implications to Government policy makers and banks at the next

financial crisis.
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