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Discouraged Borrowers and Money Lenders
Yoshinori Kon

Abstract

Kashikingyo (Money lenders) have played an important role in financing SMEs,
particularly for risky small businesses in Japan. This paper extends the theory of
Discouraged Borrowers formulated in Kon-Storey (2003) in order to examine the
relationship between the formal bank loan market and the money lender loan mar-
ket. Using comparative static analysis, we show several interesting properties of

equilibrium loan interest rates and loans supplied in each market.
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