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Abstract

When small and medium-sized enterprises (SMEs) seek financing, partial
guarantees issued by public guarantee institutions such as the Credit
Guarantee Fund and the Korea Technology Finance Corporation are
frequently used as collateral for loans. The Korean government has gradually
relaxed the requirement for personal joint guarantees from SME owners or
CEOs and, since 2018, has in principle abolished such guarantees for loans
and guarantees provided by public institutions.

However, this principle has not been consistently applied to SME loans
secured by partial guarantees or insurance provided by the Korea Trade
Insurance Corporation (K-SURE). In practice, K-SURE's partial guarantees and
insurance perform a function similar to that of guarantee certificates issued by
other public guarantee institutions in that they serve as credit enhancement
for lenders. Given that K-SURE is also a public institution and that government
policies aimed at protecting SME financing should be applied consistently
across institutions, the exemption from personal joint guarantees should
likewise be extended to loans secured by K-SURE's partial guarantees or
insurance.

Furthermore, even when personal guarantees are required only for the
portion of a loan not covered by K-SURE, institutional improvements remain
necessary. Under K-SURE's policy terms, lenders may demand prior repayment
from joint guarantors, and recovered funds must be applied to the loan

repayment, which may effectively increase the burden on personal guarantors.

% Key words: partial guarantee, exemption from joint and several personal
garantees, export credit insurance, undue collateral

requirements



