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Foreword

This study invites national legislators as well as all those involved in enhancing the national business
environment to consider secured financing schemes that will allow an increase in the amount of credit
offered to SMEs. The reasoning is simple: allow as collateral property that SMEs usually possess; then
build a framework so that banks can secure their loans on these collateral on the basis of priority rights
over other creditors. As amounts secured are smaller in size, the system must be smarter/better/cheaper
than the traditional security systems.

In the fall of 2008, the world financial system came to a near collapse. Following the various rescue plans
there came a realization that changes must be made in national regulatory systems, especially with the
view of a stronger oversight of megabanks.

Small and medium-sized enterprises (SMEs) were and are still directly hit by the unavailability and cost of
credit. However, as George Affaki hints in his study, this is unjustified, considering the good mix of assets
that SMEs can often demonstrate. Why then are SMEs as vulnerable to the consequences of the current
crisis as larger companies? There is no stock answer but it seems clear that regulatory frameworks often
disregard the particular circumstances in which SMEs operate.

This study could not be more timely. It takes the reader’'s hand through a secured transactions system for
SMEs and provides a very practical needs and impact analysis for a national legal reform project.
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