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A Mathematical Analysis on Credit Guarantee
for Small and Medium-sized Enterprises
in Information Asymmetry

FUN Jun-wen', ZHAO Hong?

(1. School of Economics and Finance, Xi’an Jiaotong University, Xi’an 710061, China
2. School of Accountancy, Xi’un Jiaotong University, Xi’an 710061, China)
Abstract: Based on the theory of information economics, we use mathe-

matical model to study the theory foundation and premise of credit guarantee

institutions for small and medium-sized enterprises. We find that, on the
premise that small and medium-sized enterprises have no mortgage, although
guarantee institutions partly solve the information asymmetry problem, it
can’t solve, but instead enhance adverse selection and moral hazard, thus
forming credit guarantee paradox. The existence of credit guarantee institu-
tion is meaningful only when small and medium-sized enterprises can provide
sufficient mortgage.

Key words: small and medium-sized enterprises; credit guarantee; ad-
verse selection; moral hazard.
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