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2. Management  
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This report covers  
the borrowing process from the SME’s perspective, with detailed 
information about those who have, or would have liked to have been, 
through the process of borrowing loan or overdraft funding for their 
business. It also provides broader context information about SMEs including 
growth, profitability and perceived barriers to running the business. 
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44  iinn  1100  SSMMEEss  wweerree  uussiinngg  eexxtteerrnnaall  ffiinnaannccee  wwhhiillee  sslliigghhttllyy  mmoorree  mmeett  tthhee  ddeeffiinniittiioonn  ooff  aa  PPeerrmmaanneenntt  nnoonn--
bboorrrroowweerr..  TThheessee  ggrroouuppss  hhaavvee  rreemmaaiinneedd  ssttaabbllee  oovveerr  rreecceenntt  yyeeaarrss..  DDeemmaanndd  ffoorr  ffiinnaannccee  rreemmaaiinneedd  mmuutteedd  
aanndd  mmoosstt  SSMMEEss  hhaadd  bbeeeenn  aa  HHaappppyy  nnoonn--sseeeekkeerr  ooff  ffiinnaannccee  iinn  tthhee  pprreevviioouuss  1122  mmoonntthhss..      

 

OOvveerraallll  uussee  ooff  eexxtteerrnnaall  
ffiinnaannccee  wwaass  ssttaabbllee  

39% of SMEs were using any external finance (YEQ2 2017). This 
increased by size of SME from 35% of those with 0 employees to 69% of 
those with 50-249 employees.  

This proportion has been stable since 2014 but remains lower than the 
44% using finance in 2012. In the latest period (2016 to H1 2017) this 
stability was driven by the 0 employee SMEs where use of finance was 
unchanged at 33%. SMEs with employees all saw an increase in the use 
of finance in the same period, particularly those with 50-249 employees 
(64% in 2016 to 74% in H1 2017).  

Current use of core finance (loans, overdrafts and/or credit cards) is 
stable at 30% for H1 2017 but lower than the 36% reported for 2012. 
Use of ‘other’ forms of finance has varied very little since 2012 (16-18%). 

Including users of crowd funding does not increase the proportion using 
finance overall. 

AAllmmoosstt  hhaallff  ooff  SSMMEEss  mmeett  
tthhee  ddeeffiinniittiioonn  ooff  aa  
PPeerrmmaanneenntt  nnoonn--
bboorrrroowweerr  

46% of SMEs (YEQ2 2017) met the definition of a Permanent non-
borrower, an SME with no apparent current or future appetite for finance.  

Over time this group has grown from 34% of all SMEs in 2012 to 47% in 
2015 and has been stable since (46% for H1 2017). 

Size is a key predictor of being a PNB, but not all PNBs are small. Whilst 
51% of 0 employee SMEs met the definition in H1 2017, a fifth (20%) of 
the largest SMEs with 50-249 employees also met the definition. 

Other predictors for being a PNB include lower levels of planning, growth 
or innovation and agreement that future plans were based on what they 
could afford. 

DDeemmaanndd  ffoorr  nneeww  oorr  
rreenneewweedd  ffiinnaannccee  
rreemmaaiinneedd  lliimmiitteedd  

4% of SMEs reported having applied for a new or renewed loan or 
overdraft facility in the 12 months prior to interview (YEQ2 2017).  

This has declined over time from 11% of SMEs in 2012 to 4% in H1 2017. 
Whilst larger SMEs remained more likely to apply than smaller ones (10% 
of those with 50-249 employees in H1 2017 compared to 3% of those 
with 0 employees) there has been a drop in applications for finance 
across all size bands. 

88  iinn  1100  SSMMEEss  hhaadd  bbeeeenn  
HHaappppyy  nnoonn--sseeeekkeerrss  ooff  
ffiinnaannccee  

Overall, 13% of SMEs reported a borrowing ‘event’ in the previous 12 
months. 2% had wanted to apply but something stopped them (the 
Would-be seekers) leaving the largest group as the Happy non-seekers 
who had not sought, or wanted to seek, finance (85%). 

Over time, the proportion of SMEs having an event has declined (23% in 
2012 to 13% in H1 2017) as has the proportion of Would-be seekers 
(10% in 2012 to 2% in H1 2017) leaving the Happy non-seekers as an 
increasingly large group (68% in 2012 to 84% in H1 2017). 
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MMoorree  SSMMEEss  hhoolldd  ££1100,,000000  oorr  mmoorree  iinn  ccrreeddiitt  bbaallaanncceess  aanndd  mmoosstt  ssaayy  iitt  rreedduucceess  tthheeiirr  nneeeedd  ffoorr  eexxtteerrnnaall  
ffiinnaannccee..  OOtthheerr  ssoouurrcceess  ooff  ffuunnddiinngg  ((ttrraaddee  ccrreeddiitt  aanndd  iinnjjeeccttiioonnss  ooff  ppeerrssoonnaall  ffuunnddss))  rreemmaaiinneedd  ssttaabbllee,,  aass  ddiidd  
tthhee  pprrooppoorrttiioonn  ooff  SSMMEEss  tthhaatt  hhaadd  ggrroowwnn  ((aanndd  tthhuuss  ppootteennttiiaallllyy  rreeqquuiirriinngg  ffiinnaannccee))..  AAttttiittuuddiinnaallllyy,,  tthheerree  iiss  aa  
ccoonnttiinnuueedd  pprreeffeerreennccee  ffoorr  sseellff--ffuunnddiinngg  wwhhiicchh  iiss  lliikkeellyy  ttoo  bbee  iimmppaaccttiinngg  oonn  ddeemmaanndd  ffoorr  ffiinnaannccee::  

 

MMoosstt  SSMMEEss  rreeppoorrtteedd  
mmaakkiinngg  aa  pprrooffiitt  

81% of SMEs reported making a profit (YEQ2 2017, excluding DK 
answers). Over time this proportion has increased from 69% in 2012 to 
82% in H1 2017 and across all size bands. 

AAnn  iinnccrreeaassiinngg  
pprrooppoorrttiioonn  ooff  SSMMEEss  hhoolldd  
££1100,,000000  oorr  mmoorree  iinn  
ccrreeddiitt  bbaallaanncceess  

Almost all SMEs hold some credit balances. The proportion holding 
£10,000 or more has increased from 16% in 2012 to 26% in H1 2017, 
and across all size bands. Most of those holding such funds said it 
reduced their need for external finance. 

AA  tthhiirrdd  ooff  SSMMEEss  rreecceeiivveedd  
TTrraaddee  CCrreeddiitt  

35% of SMEs were using trade credit (YEQ2 2017), increasing by size of SME 
to two thirds of those with 10-249 employees. A consistent 7 in 10 of those 
receiving trade credit said that it reduced their need for external finance. 

AA  ssttaabbllee  33  iinn  1100  
rreeppoorrtteedd  aann  iinnjjeeccttiioonn  ooff  
ppeerrssoonnaall  ffuunnddss  iinnttoo  tthhee  
bbuussiinneessss  

28% of SMEs reported an injection of personal funds into the business 
YEQ2 2017. Smaller, younger SMEs and those with a worse than average 
risk rating remained more likely to receive such an injection. 

The proportion reporting an injection of funds declined from 43% in 2012 
to 29% in 2014 and has been stable since. The balance between having 
to put funds in and choosing to do so has also changed, with a higher 
proportion now choosing to put in funds to help the business develop. 

44  iinn  1100  SSMMEEss  ((eexxccll  
SSttaarrttss))  hhaadd  ggrroowwnn    

41% of SMEs (excluding Starts) reported that they had grown in the 
previous 12 months (YEQ2 2017).  

This has varied very little since 2013 (39-42%) but this is due to 
consistent growth amongst those with 0 employees. SMEs with 
employees were more likely to have grown.  

NNoott  aallll  SSMMEEss  wwoouulldd  
ssppeeaakk  ttoo  tthheeiirr  bbaannkk  iiff  aa  
nneeww  ooppppoorrttuunniittyy  
rreeqquuiirreedd  ffuunnddiinngg  

Faced with a new business opportunity that required funding, 41% of 
SMEs said they would speak to their bank, but almost as many (38%) 
would fund it through the business or from the directors.  

This is due to the 0 employee SMEs, as when size increases, so does the 
willingness to approach the bank (61% amongst those with 50-249 
employees, with 32% looking to self-fund).  

18% of SMEs would not approach the bank because they do not want 
debt or to take on the risk of debt, a view seen consistently across all 
SMEs by age and somewhat more prevalent amongst the smaller SMEs. 

Continued 
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Continued 

TThheerree  iiss  aa  ccoonnttiinnuueedd  
aattttiittuuddee  ooff  sseellff--rreelliiaannccee  
aammoonnggsstt  SSMMEEss    

The proportion of SMEs willing to borrow to help the business grow is 
lower in H1 2017 (33%) than seen previously (42-45%), due to lower 
willingness to borrow amongst those with 0-9 employees. 

There was more general agreement across SMEs that their plans for the 
business were based on what they could afford (81% agreed YEQ2 2017) 
and that they would accept a slower rate of growth rather than 
borrowing to grow faster (70% agreed YEQ2 2017), both little changed  
over time. 
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MMoosstt  ooff  tthhoossee  wwhhoo  aapppplliieedd  iinn  tthhee  llaasstt  1188  mmoonntthhss  eennddeedd  tthhee  pprroocceessss  wwiitthh  aa  ffaacciilliittyy,,  bbuutt  sslliigghhttllyy  lloowweerr  
ssuucccceessss  rraatteess  ffoorr  ssmmaalllleerr  aapppplliiccaannttss  aanndd  tthhoossee  aappppllyyiinngg  ffoorr  tthhee  ffiirrsstt  ttiimmee  hhaavvee  rreessuulltteedd  iinn  aa  ssoommeewwhhaatt  
lloowweerr  oovveerraallll  ssuucccceessss  rraattee::  

 

7788%%  ooff  aallll  rreecceenntt  
aapppplliiccaattiioonnss  wweerree  
ssuucccceessssffuull  

78% of loan and overdraft applications made in the 18 months to Q2 2017 
resulted in a facility.  This is somewhat lower than the 82% reported for the 
18 months to Q4 2015 (due to lower success rates for those with 0 
employees), but remains ahead of the 68% success rates across 2012 - 2013. 

RReenneewwaallss  rreemmaaiinneedd  
mmoorree  lliikkeellyy  ttoo  bbee  
ssuucccceessssffuull  tthhaann  nneeww  
mmoonneeyy  

96% of applications for a loan or overdraft renewal made in the 18 months to 
Q2 2017 resulted in a facility and this is little changed over time. 

63% of new money loan and overdraft applications made in the 18 months 
to Q2 2017 resulted in a facility. As for success rates overall, this is lower than 
was seen for the 18 months to Q4 2015 (70%) but ahead of the 18 months to 
Q4 2013 (49%).  

TThheerree  aarree  ssiiggnnss  tthhaatt  ffiirrsstt  
ttiimmee  aapppplliiccaannttss  mmaayy  
aallssoo  bbee  lleessss  lliikkeellyy  ttoo  eenndd  
tthhee  pprroocceessss  wwiitthh  aa  
ffaacciilliittyy  

Those applying for a loan or overdraft for the first time have always been 
somewhat less likely to end the process with a facility. The proportion 
who did increased from 41% for the 18 months to Q4 2012 to 60% for 
the 18 months to Q4 2015 but has declined somewhat since to 53% for 
the current period, due primarily to changes in success rates for first 
time overdraft applicants (success rates for first time loan applicants 
remained lower and relatively unchanged over time). 

88  iinn  1100  oovveerrddrraafftt  
aapppplliiccaattiioonnss  wweerree  
ssuucccceessssffuull  

For the 18 months to Q2 2017, 82% of all overdraft applicants ended the 
process with a facility: 76% were offered what they wanted and took it, 
while 6% took the overdraft after issues. 6% took another form of 
funding and 12% ended the process with no facility. 

77  iinn  1100  llooaann  aapppplliiccaattiioonnss  
wweerree  ssuucccceessssffuull  

For the 18 months to Q2 2017, 68% of all loan applicants ended the 
process with a facility: 53% were offered what they wanted and took it, 
while 15% took the overdraft after issues. 6% took another form of 
funding and 25% ended the process with no facility. 
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LLooookkiinngg  ffoorrwwaarrdd,,  llaarrggeerr  SSMMEEss  aanndd  tthhoossee  wwhhoo  ttrraaddee  iinntteerrnnaattiioonnaallllyy  rreemmaaiinneedd  mmoorree  ccoonncceerrnneedd  aabboouutt  tthhee  
eeccoonnoommiicc  cclliimmaattee  aanndd  ppoolliittiiccaall  uunncceerrttaaiinnttyy..  TThheerree  aarree  ssiiggnnss  ooff  ppllaannnneedd  ggrroowwtthh  aammoonnggsstt  tthhoossee  wwiitthh  
eemmppllooyyeeeess  aanndd  aappppeettiittee  ffoorr  ffiinnaannccee  rreemmaaiinneedd  ssttaabbllee::  

 

SSMMEEss  wweerree  ssoommeewwhhaatt  
mmoorree  lliikkeellyy  ttoo  iiddeennttiiffyy  
bbaarrrriieerrss  ttoo  rruunnnniinngg  tthhee  
bbuussiinneessss,,  nnoottaabbllyy  tthhoossee  
ttrraaddiinngg  iinntteerrnnaattiioonnaallllyy  

36% of SMEs identified at least one major barrier to running their 
business. The top 3 were ‘legislation, regulation and red tape’ (14%), ‘the 
current economic climate’ (13%) and ‘political uncertainty and future 
government policy’ (13%). 

Larger SMEs are more concerned about the economic climate and 
political uncertainty than smaller SMEs and also more concerned than 
they were in 2015. 

International SMEs have shown the highest levels of concern about 
these two barriers. Amongst those who import and export, 19% rated 
the economic climate as an 8-10 barrier in Q2 2017 (from a peak of 35% 
in Q4 2016) and 29% rated political uncertainty as a barrier (from a peak 
of 32% in Q4 2016). A new factor ‘changes in the value of sterling’ was 
rated as a major barrier by 26% of international SMEs (compared to 10% 
of SMEs overall). 

SSMMEEss  wwiitthh  eemmppllooyyeeeess  
aarree  mmoorree  lliikkeellyy  ttoo  bbee  
ppllaannnniinngg  ffuuttuurree  ggrroowwtthh,,  
tthhoossee  wwiitthhoouutt  lleessss  ssoo  

45% of SMEs were planning to grow in the year after Q2 2017. The larger 
the SME the more likely they were to expect to grow (72% for those with 
50-249 employees). 

The proportion of all SMEs planning to grow has declined somewhat over 
time from 49% in 2013 to 44% in H1 2017 but this is due to the 0 
employee SMEs (46% to 40% over this period). Amongst those with 
employees there are signs of increased growth ambitions in H1 2017 
(57% from 53% in 2016). 

FFuuttuurree  aappppeettiittee  ffoorr  
ffiinnaannccee  rreemmaaiinnss  bbrrooaaddllyy  
ssttaabbllee  

12% of SMEs in Q2 2017 planned to apply for finance in the next 3 
months. For H1 2017 as a whole, 11% planned to apply, continuing a 
slight downward trend from 2012-13 when 14% planned to apply. 8 in 
10 of those planning to apply were already using external finance. 

In Q2 2017, half of applicants (55%) were confident the bank would say 
yes, maintaining the increase seen since 2013 when 39% of potential 
applicants were confident. Confidence remains lower than the 
hypothetical confidence amongst Future happy non-seekers if they were 
to apply (65%) and also lower than current success rates. 

11  iinn  1100  SSMMEEss  wwoouulldd  lliikkee  
ttoo  aappppllyy  ffoorr  ffiinnaannccee  bbuutt  
tthhiinnkk  ssoommeetthhiinngg  wwiillll  
ssttoopp  tthheemm  

10% of SMEs in Q2 2017 met the definition of a Future would-be seeker 
of finance. This has changed little since 2015 but remains lower than 
23% meeting the definition in 2012. The key barriers to application 
remained the current economic climate and discouragement, but this 
group were also the least confident of success with a hypothetical 
application (37%). 

 




