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Source of Financing  
Infrastructure Investment  

 
(1)  by tax payers’ money; 
(2)use of national savings (or postal savings); 
          Financial Inclusion 
(3)  issue bond to construct infrastructures; 
(4)Public-Private-Partnership 
Too much borrowing from overseas 
 might become the burden for the future. 
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  Savings/GDP and Investment/GDP 



Asians– Invest in Government Bond 

Overseas Investors – Stocks   
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Lack of Liquid Financial Market 

1, Lack of Long term investors in Asia 

        Bank dominance 

        Life insurance   long-term investor 

        Pension funds 

2, Various Infrastructure revenue bond 

          ADBI – Issue infrastructure bond 

                     various maturities 

                     continuous issues  

                     to develop secondary market 
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Map of Japan from the North to the South 
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Economic Effect of Public Capital 
 Translog Production Function 
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Marginal Productivity of  

Public Capital 
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Effectiveness of Public Capital Stock 
- “Private capital/Public capital ratio” to “Marginal productivity of Public 

capital” - 

Secondary Industry (Industrial Sector) 
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Effectiveness of Public Capital Stock 
- “Private capital/Public capital ratio” to “Marginal productivity of Public capital” - 

 Tertiary  Industry 
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Table3  Allocation of Public Infrastructure in Japan: (Pooled data, 47 prefecture) 

Coeffcient Explanatory 

Variables 

Agriculture Land 

Conservation 

Industrial 

Infrastructu

re 

Improvement 

of living 

 standardsｙ 

0  Constant -35.44 

(-10.46**) 

-34.26 

(-11.32**) 

-61.58 

(-11.84**) 

52.32 

(8.00**) 

1  Yp (Income) 0.01 

(7.21**) 

0.01 

(13.18**) 

0.02 

(17.99**) 

0.036 

(25.86**) 

2  Sp(AreaSize) 4970 

(28.47**) 

2090 

(13.40**) 

3855 

(14.39**) 

2730 

(8.10**) 

3  Rp(Political 

Power) 

8280 

(16.88**) 

7274 

(16.60**) 

10956 

(14.55**) 

-7434 

(-7.85**) 

4  Dummy1 -23.21 

(-6.69**) 

-34.27 

(-11.06**) 

-59.81 

(-11.23**) 

-36.85 

(-5.50**) 

5  Dummy2 27.43 

(9.26**) 

-1.65 

(-0.62) 

65.87 

(14.48**) 

66.89 

(11.70**) 

Adj.
2R   0.675 0.486 0.458 0.527 

      

(1)  ( ) denotes t-value 

(2)  ** is significant with 99.0% level,  

Determinants of regional allocation of public 

investment (Political Power plays a role) 
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A 
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D 

 Rate of Return and  

the revenue bond 

 

Rate of return relies on performance 

of  infrastructure 

r 

rG 



Naoyuki Yoshino, Keio University, 

Japan @CopyRight 

16 



Public Private Partnership (PPP) 

 1, Risk sharing between private and public sector 

 2, Incentive to cut costs and to increase revenue 

       Avoid political intervention 

    Bonus payment for employees 

               who run infrastructure  

 3, Many projects could be started by PPP 

 Utilize domestic savings 

 life insurance and Pension funds (long term) 

 4, Indirect Effects are important 

(tourism, manufacturing, agriculture, services) 
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Impact : Infrastructure Investment 

By Use of Tax Revenue  (Philippines) 

     Corporate Tax 

     Income Tax 

     Sales Tax 

 

By Use of Regional GDP (Uzbekistan) 
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Railway:Treated group: Uzbekistan 

terminal stations were gained 
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SMEs are potential engine of Growth 

Toyota and Honda 
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Benefits of Infrastructure 

investment to SMEs 

1, Water supply, sanitation, electricity 

2, Schools and various public services 

3, Finance to SMEs 

4, Subsidies do not help SMEs 

5, Human capital improvement of SMEs     

              by local government 

23 



24 



Borrower, Lender and Market 

Lack of Data of SMEs 
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Borrower 
SMEs 

Individuals 
 

Lender 
Banks 

MicroCredit 

Market 

Information Asymmetry 

  Especially SME market 



Community Infrastructure 
  Wind power Generator Funds 

  Agricultural Farmer’s Trust Fund 

  SME Hometown Trust Fund 

  local airport 

Large Projects  

  Pension funds,   Insurance funds 

  infrastructure bond 

   

 

   



Home town 

Investment Trust 

Funds 

 

A Stable Way to 

Supply Risk 

Capital  
(i.e. knowledge 

base companies) 

 
Naoyuki YOSHINO 
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Donation and Investment to 

community 
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     Agricultural Funds 

Beans and Wine  

 Dec 11 2013 , Tehran – I.R. of 

IRAN 
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Bank based SME financing and  

Regional financing to Riskier Borrowers 
1, Bank Loans to relatively safer borrower 

2, Hometown Investment Trust Funds/  

     E-Finance, E-Fund 

   Banking 

Account 

 
 

Hometown  

Trust  

Funds 

Riskier 
Borrowers 

Investors 

Depositors 

Safer 

SMEs 

Banking 
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SMEs 
(14.4million 

data) 

 

Defaults 

(1.7million 

data) 

Financial  

Institutions 

200 
Regional Banks 

Credit Associations 

Credit Cooperatives 

Government Banks 

Central Bank 

Credit Guarantee 

Corporations 
(Collect Data of SMEs) 

52  

1, Government Support 

2, Reliability 

3, Security of Information 

CRD 

 SME Data base (CRD Data base) 
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Four Accounts by SME      

1, Account to show Bankers 

2, Account to show tax authority 

3, His own account 

4, Account to show to his wife 
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Keeping books by SMEs 

<Financial statements> 

     (i) Cash & deposits 

     (ii) Amount of Sales  

     (iii) Inventories 

     (iv) Buying price  

     (v) Amount of goods laid in 

     (vi) Various costs 

             Equipment and Personal costs 

     (vii) net profits 
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35 
Note: Ebit denotes Earnings Before Interest and Taxes 

• 1363 SMEs of one Asian bank examined 

• 11 most significant ratios(variables) selected 

 



Note: Extraction Method: Principal Component Analysis.    

When components are correlated, sums of squared loadings cannot be added to obtain a total variance.
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Principle Component Analysis (PCA) 



Credit Rating of SMEs  

by Use of Asian Data 

(i) Sales 

(ii) Assets  

(iii) Liquidity 

(iv) Total Debt 
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