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Abstract

Unlike former Soviet Union, the SMEs have been incorporated in the system of the
planned economy in China, but financing SMEs is a relatively new agenda. This paper de-
scribes the followings below: (1) We retrace the institutional reforms and the structural
changes of money flow in China. (2) We confirm what SMEs are in China, and consider why
the growth of China's SMEs has been achieved under the strict finance constraint in formal
financial system. (3) In addition, we discuss the reason why expansion of financing SMEs has
been picked up as an urgent policy matter in these several years.

Through discussing the above, what we want to insist are as follows. (1) Difficulty for
China's SMEs to secure the necessary funds cannot be explained by application of the general
theory on financing SMEs aone. (2) It seems that China's financing SMEs problem is deeply
tied up with the process of institutional transformation (marketization) and the essential struc-
ture of China's economic system which so called “Socialist Market Economy”.
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