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Abstract

“The Reality of Trade Credit and its Link to Bank Borrowing and Inventory: (1) Overall
Discussion and Preliminary Investigation”, CIRJE-J-225, Miwa [2010f]

Yoshiro Miwa

This is the third of the 4 discussion papers that, together with the Introduction and
Summary paper (Miwa, 2010c), comprise the report of my recent investigation: “A Study
of Financing Behavior of Japanese Firms with Firm-Level Data from Corporate
FEnterprise Quarterly Statistics — 1994~2009”.

The findings in the first two discussion papers invite readers to consider “trade
credit”, and ask “what were the alternative sources of financing for the firms? Did they
involve trade credit?” Some readers will recall that -- when criticized by the public and
the government for not lending more extensively -- the banks had replied that good
borrowers were not asking for money.

Because of the strength of the conventional wisdom, most researchers and
policy makers have focused on bank finance. They have neglected the place within the
financial market for other sources of funds like trade credit. This paper first reviews the
current state of discussions about trade credit (III-2). It then provides an overview of
the relationship among trade partners and banks (III-3). It uses firm-level data on trade
credit (payables and receivables) and other financial items like bank borrowings,
deposit, and inventory. Finally, it compares positive-bank-borrowing firms and
zero-bank-borrowing firms, and concludes that there is no clear and important
difference between them. In turn, this suggests that whether a firm borrowed from

banks had no bearing on whether it suffered from financial constraints.
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ERRE A L% (difference 4% O3AilZiER T 5,

WA LD EEE LI LT D DU TR, ZE[2008]3 L OVEINLE ST 124 W)
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KAEFEDOHBFINTI T 2 RIMEA L REREDLLRDETAE LU,
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HRHKKHHK: AR KA RIAIRIHIRIHKARHIH IR KAKAR %l
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HE OB AL e h i Average | 11.37 1.18 3.53 8.20 15.50 25.50
(A) Average 2 11.52 0.95 3.19 8.03 15.88 26.68
Average T 11.44 1.07 3.36 8.12 15.68 26.07
Av.1 — Av.2 -0.16 0.23 0.34 0.17 -0.38 -1.18
HEOEHEAEEZ D0 [Average 1 18.93 0.78 3.69 11.95 27.07 47.96
(B) Average 2 19.27 0.49 3.04 12.01 28.46 49.95
Average T 19.09 0.64 3.37 11.98 27.74 48.92
Av.1 — Av.2 -0.34 0.29 0.65 —0.06 -1.39 -1.99
Average 1 -71.57 0.40 -0.16 -3.75 -11.57 -22.46
(A) - (B) Average 2 -1.74 0.46 0.15 -3.98 -12.58 -23.26
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Av.1 — Av.2 0.18 —-0.07 -0.31 0.23 1.01 0.81
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Average T 10.45 1.04 3.34 7.85 14.42 23.02
Av.1 — Av.2 0.35 0.41 0.59 0.58 0.23 -0.03
HEDOEHEASESH0 [Average 1 15.77 0.70 3.58 10.95 22.64 37.19
(B) Average 2 14.79 0.19 1.81 9.18 21.85 37.87
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Av.1 — Av.2 -0.63 -0.10 -1.18 -1.19 -0.56 0.65
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Average T 20.37 0.41 5.35 17.74 30.45 44.09
Av.1 — Av.2 1.56 0.01 0.66 1.68 2.48 3.01
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Average 1 3.44 0.41 5.38 7.54 2.86 -1.80
(A) - (B) Average 2 1.03 0.40 3.67 3.81 -0.24 -4.46
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HEOEHEAESEZSHIE |Average 1 17.53 0.21 438 13.86 25.48 39.64
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Average T 16.54 0.15 3.94 12.74 24.03 37.80
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Average T 18.25 4.06 8.90 16.10 24.68 34.56
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(B) Average 2 12.66 0.13 0.83 6.15 18.38 34.76
Average T 12.76 0.25 1.43 7.08 18.61 32.90
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HEOEHEARZE D (Average 1 -0.20 -2.36 -0.47 0.00 0.43 222
(B) Average 2 -0.09 -2.49 -0.56 0.00 0.47 2.25
Average T -0.15 -2.42 —0.51 0.00 0.45 2.24
Av.1 — Av.2 —0.11 0.12 0.08 0.00 -0.04 —-0.03
Average 1 0.15 0.22 -0.08 0.00 0.12 -0.20
(A) - (B) Average 2 0.00 0.40 0.01 0.00 0.00 -0.17
Average T 0.08 0.31 —-0.04 0.00 0.06 -0.18
Av.1 — Av.2 0.15 -0.17 —-0.09 0.00 0.12 —0.03
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mean pl10 p25 p50 p75 p90
HEOEHEALES A IEHAverage 1 -0.02 -2.08 -0.74 0.00 0.73 2.08
(A) Average 2 -0.06 -2.10 -0.76 -0.02 0.69 1.99
Average T —0.04 -2.09 -0.75 —-0.01 0.71 2.04
Av.1 — Av.2 0.04 0.02 0.02 0.02 0.04 0.09
HEDREABALESN0 |Average 1 -0.12 -2.13 -0.72 -0.04 0.60 1.91
(B) Average 2 -0.13 -2.10 -0.71 -0.02 0.62 1.95
Average T -0.12 -2.11 —-0.71 —0.03 0.61 1.93
Av.1 — Av.2 0.02 —-0.02 —-0.01 —-0.02 —-0.02 —-0.04
Average 1 0.09 0.05 -0.02 0.04 0.13 0.17
(A) - (B) Average 2 0.07 0.01 -0.05 -0.01 0.07 0.04
Average T 0.08 0.03 —-0.04 0.02 0.10 0.11
Av.1 — Av.2 0.02 0.04 0.03 0.04 0.06 0.13
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HEDEIEBALES M 1EHAverage 1 -0.10 -3.78 -0.21 0.31 1.54 2.84
(A) Average 2 -0.17 -4.63 -0.24 0.34 1.64 3.14
Average T -0.13 -4.19 —0.22 0.32 1.59 2.99
Av.1 — Av.2 0.08 0.85 0.03 —-0.03 -0.10 -0.29
HEDEHEARZRSHNO0 [Average 1 0.01 -1.10 -0.01 0.00 1.08 2.54
(B) Average 2 0.18 -1.57 0.00 0.00 0.99 2.75
Average T 0.09 -1.33 —0.01 0.00 1.04 2.64
Av.1 — Av.2 -0.17 0.46 —-0.01 0.00 0.09 -0.21
Average 1 -0.10 —-2.68 -0.20 0.31 0.46 0.31
(A) - (B) Average 2 -0.35 -3.07 -0.24 0.34 0.65 0.39
Average T —0.22 -2.87 —0.22 0.32 0.55 0.35
Av.1 — Av.2 0.25 0.39 0.04 —-0.03 -0.19 —-0.08
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E OB AS EE D HAverage | -0.05 -3.12 -0.17 0.23 1.38 2.69
(A) Average 2 —-0.06 -3.78 -0.32 0.21 1.37 2.85
Average T —0.06 -3.44 -0.24 0.22 1.37 2.77
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(A) - (B) Average 2 -0.17 -3.78 -0.32 0.21 1.15 0.97
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HEOEIEBAEESH HAverage 1 0.05 -2.47 -0.39 0.07 0.73 2.48
(A) Average 2 0.02 -2.00 -0.09 0.02 0.62 1.86
Average T 0.04 -2.24 -0.25 0.04 0.67 2.18
Av.1 — Av.2 0.03 -0.47 -0.30 0.05 0.11 0.62
HEDEPABEAEZESH0 |Average 1 -0.10 0.00 0.00 0.00 0.00 0.05
(B) Average 2 -0.06 0.00 0.00 0.00 0.00 0.00
Average T —-0.08 0.00 0.00 0.00 0.00 0.02
Av.1 — Av.2 —-0.03 0.00 0.00 0.00 0.00 0.05
Average 1 0.15 -2.47 -0.39 0.07 0.73 2.44
(A)-(B) Average 2 0.08 -2.00 -0.09 0.02 0.62 1.86
Average T 0.12 -2.24 -0.25 0.04 0.67 2.16
Av.1 — Av.2 0.07 -0.47 -0.30 0.05 0.11 0.58
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