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         Foreword

         SMEs and entrepreneurs constitute the backbone of national economies in OECD countries and beyond. In the OECD area, they represent almost the totality of the business population and account for 60% of total employment and between 50% and 60% of value added on average. They are key to strengthening productivity, delivering more inclusive growth and adapting to megatrends such as the new industrial revolution, the changing nature of work and demographic changes.

         Financing for SMEs is important at all stages of the business life cycle, in order to enable these firms to start up, develop and grow. Governments around the world have been stepping up efforts to foster a diversified financial offer for SMEs. The OECD’s annual report Financing SMEs and Entrepreneurs: An OECD Scoreboard is an important tool to help governments get their SME finance policies right. By monitoring SME access to debt, asset-based finance and external sources of equity, along with framework conditions and information on policy initiatives, it provides a solid framework and evidence base in this area.
         

         The seventh edition of this annual publication covers 43 countries worldwide and includes data covering the 2007-2016 period. It builds on previous editions with important improvements in methodology and analysis. The study shows that the economic environment has generally improved for SMEs. In 2016, fewer SMEs went bankrupt, continuing the trend which began in 2014. In addition, B2B payment delays and non-performing loans remain low by recent standards. Nonetheless, lending is now down in a majority of countries for which data are available, in some instances due to weak demand for credit and low levels of corporate investment.

         This has coincided with an emerging trend of rising volumes of financing instruments used by SMEs as alternatives to bank loans. This is the case for asset-based financing such as leasing and factoring, venture capital investments, and crowdfunding and related online marketplace activities. While these developments are welcome, many SMEs remain over-reliant on straight debt for their external financing needs. The financial crisis underscored the vulnerability of these businesses to changing conditions in the credit market. It also highlighted the limitations of bank debt, especially for innovative fast-growing firms for which equity sources of finance are often more appropriate. In addition, micro-enterprises and start-ups continue to face more financing constraints and would benefit in particular from having access to a diversified set of financing options.

         The G20/OECD High-Level Principles on SME Financing call for a two-pronged approach to enhance access to traditional debt finance and enable SMEs to access a broad variety of financing sources to complement bank finance. In this respect, the OECD is supporting countries through the identification of effective approaches for implementation of the Principles.

         In recent years, many new initiatives to support financial instruments, other than straight debt, have surfaced. These include the establishment or expansion of venture capital funds, the removal of regulatory barriers and the creation of tax incentives for investors in SMEs. Such measures often seek to target young firms with high growth potential, since these SMEs often encounter particular difficulties in accessing external finance. Financial support is also increasingly complemented with non-financial support.

         The latest Scoreboard data suggests that these policies are starting to bear fruit. It will remain crucial to monitor these developments, the risks that they might pose, and, more generally, to better understand SME finance trends in order to underpin the development of appropriate policy responses. The Scoreboard will continue to be a vital tool and to assist policymakers in these areas.
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         OECD Secretary-General

         Acknowledgements
         

         This report was produced by the OECD Centre for Entrepreneurship, SMEs, Regions and Cities (CFE), led by Lamia Kamal-Chaoui, Director, as part of the programme of work of the Working Party on SMEs and Entrepreneurship. 

         The development of Financing SMEs and Entrepreneurs 2018: An OECD Scoreboard is possible thanks to the country experts from participating OECD member and non-member countries, which provided information for the country profiles. 
         

         
            
               
                  
                     	
                        Country expert team
                        

                     
                  

               
               
                  
                     	
                        Australia

                     
                     	
                        Andrew Fragomelli

                     
                     	
                        Small Business Policy Division of the Treasury

                     
                  

                  
                     	
                         

                     
                     	
                        Evan Holley

                     
                     	
                        Small Business Policy Division of the Treasury

                     
                  

                  
                     	
                        Austria 

                     
                     	
                        Thomas Saghi

                     
                     	
                        Federal Ministry of Science, Research and Economy

                     
                  

                  
                     	
                        Belgium

                     
                     	
                        Johan Westra

                     
                     	
                        Federal Ministry of Economy, SMEs, Self-employed and Energy

                     
                  

                  
                     	
                         

                     
                     	
                        Christophe Herinckx

                     
                     	
                        Federal Ministry of Economy, SMEs, Self-employed and Energy

                     
                  

                  
                     	
                        Brazil

                     
                     	
                        Eduardo Andre de Brito Celino

                     
                     	
                        Special Secretary for Micro and Small Enterprises (SEMPE)

                     
                  

                  
                     	
                         

                     
                     	
                        Carlos Veloso

                     
                     	
                        Special Secretary for Micro and Small Enterprises (SEMPE)

                     
                  

                  
                     	
                         

                     
                     	
                        Alexandre Monteiro

                     
                     	
                        Special Secretary for Micro and Small Enterprises (SEMPE)

                     
                  

                  
                     	
                        Canada

                     
                     	
                        Richard Archambault

                     
                     	
                        Industry Canada

                     
                  

                  
                     	
                        Chile

                     
                     	
                        Jose Joaquin Fernandez Chicharro

                     
                     	
                        Ministry for the Economy, Development, and Tourism

                     
                  

                  
                     	
                        China

                     
                     	
                        Wu Bao

                     
                     	
                        China Institute for Small and Medium-sized Enterprises 

                     
                  

                  
                     	
                         

                     
                     	
                        Renyong Chi

                     
                     	
                        China Institute for Small and Medium-sized Enterprises 

                     
                  

                  
                     	
                         

                     
                     	
                        Yantai Chen

                     
                     	
                        China Institute for Small and Medium-sized Enterprises 

                     
                  

                  
                     	
                        Colombia

                     
                     	
                        Jorge Enrique Motta Llanos

                     
                     	
                        Ministry of Commerce, Industry and Tourism 

                     
                  

                  
                     	
                        Czech Republic

                     
                     	
                        Veronika Reek

                     
                     	
                        Ministry of Industry and Trade

                     
                  

                  
                     	
                        Denmark

                     
                     	
                        Ole Jørgensen

                     
                     	
                        Ministry of Business and Growth

                     
                  

                  
                     	
                        

                     
                     	
                        William Gram

                     
                     	
                        Ministry of Business and Growth

                     
                  

                  
                     	
                        Estonia

                     
                     	
                        Karel Lember

                     
                     	
                        Ministry of Economic Affairs and Communications

                     
                  

                  
                     	
                        Finland

                     
                     	
                        Jari Huovinen

                     
                     	
                        Confederation of Finnish Industries

                     
                  

                  
                     	
                        France

                     
                     	
                        Jean-Pierre Villetelle

                     
                     	
                        Banque de France

                     
                  

                  
                     	
                         

                     
                     	
                        Marie-Laure Wyss

                     
                     	
                        General Directorate for Competitiveness, Industry and Services 

                     
                  

                  
                     	
                        Georgia

                     
                     	
                        David Shiolashvili

                     
                     	
                        Enterprise Georgia

                     
                  

                  
                     	
                        Greece

                     
                     	
                        Timotheos Rekkas

                     
                     	
                        Hellenic Ministry for Development and Competitiveness

                     
                  

                  
                     	
                        Hungary

                     
                     	
                        Zsuzsanna Lakatosné Lukács

                     
                     	
                        Ministry for National Economy

                     
                  

                  
                     	
                        

                     
                     	
                        Árpád Ferenc Nagy

                     
                     	
                        Ministry for National Economy

                     
                  

                  
                     	
                        Ireland

                     
                     	
                        Marja-Kristina Akinsha 

                     
                     	
                        Department of Finance, Banking Policy Division

                     
                  

                  
                     	
                         

                     
                     	
                        Eric Gargan

                     
                     	
                        Department of Finance, Banking Policy Division

                     
                  

                  
                     	
                        Israel

                     
                     	
                        Nir Ben-Aharon

                     
                     	
                        Small and Medium Business Agency, Ministry of Economy 

                     
                  

                  
                     	
                        Italy

                     
                     	
                        Sabrina Pastorelli

                     
                     	
                        Bank of Italy

                     
                  

                  
                     	
                        Japan

                     
                     	
                        Daiji Hotihama

                     
                     	
                        Small and Medium Enterprise Agency, Ministry of Economy, Trade and Industry

                     
                  

                  
                     	
                        Kazakhstan

                     
                     	
                        Yermek Abdebekov

                     
                     	
                        Damu Entrepreneurship Fund

                     
                  

                  
                     	
                         

                     
                     	
                        Dinara Tazhenova

                     
                     	
                        Department for Entrepreneurship, Ministry of National Economy

                     
                  

                  
                     	
                         

                     
                     	
                        Assel Yebemgediyeva

                     
                     	
                        Center for Trade Policy Development

                     
                  

                  
                     	
                        Korea

                     
                     	
                        Changwoo Nam

                     
                     	
                        Korea Development Institute

                     
                  

                  
                     	
                        Latvia

                     
                     	
                        Agita Nicmane

                     
                     	
                        Ministry of Economics 

                     
                  

                  
                     	
                        Luxembourg

                     
                     	
                        Cesare Riilio

                     
                     	
                        National Institute for Statistics and Economic Studies

                     
                  

                  
                     	
                        Mexico 

                     
                     	
                        Ivan Ornelas Diaz

                     
                     	
                        INADEM

                     
                  

                  
                     	
                         

                     
                     	
                        Liliana Reyes Castrejon

                     
                     	
                        INADEM

                     
                  

                  
                     	
                        Malaysia

                     
                     	
                        Karunajothi Kandasamy

                     
                     	
                        SME Corporation Malaysia

                     
                  

                  
                     	
                         

                     
                     	
                        Rafiza Bt. Abdul Rajab

                     
                     	
                        SME Corporation Malaysia

                     
                  

                  
                     	
                         

                     
                     	
                        Suhailes Shamsuddin 

                     
                     	
                        SME Corporation Malaysia

                     
                  

                  
                     	
                         Netherlands

                     
                     	
                        Liselotte Van Thiel

                     
                     	
                        Ministry of Economic Affairs

                     
                  

                  
                     	
                        New Zealand

                     
                     	
                        Miriam Mathews

                     
                     	
                        Ministry of Business, Innovation and Employment

                     
                  

                  
                     	
                        Norway

                     
                     	
                        Eirik Knutsen

                     
                     	
                        Statistics Norway

                     
                  

                  
                     	
                         

                     
                     	
                        Øystein Jørgensen

                     
                     	
                        Ministry of Trade, Industry and Fisheries

                     
                  

                  
                     	
                        Poland

                     
                     	
                        Pawel Maryniak

                     
                     	
                        Ministry of Economic Development

                     
                  

                  
                     	
                        Portugal

                     
                     	
                        Nuno Goncalves

                     
                     	
                        Office of the Secretary of State of Economy and Regional Development

                     
                  

                  
                     	
                        Russia

                     
                     	
                        Evgeny Tcherbakov

                     
                     	
                        Vnesheconombank

                     
                  

                  
                     	
                        Serbia

                     
                     	
                        Maja Gavrilovic

                     
                     	
                        National Bank of Serbia

                     
                  

                  
                     	
                         

                     
                     	
                        Ana Ivkovic

                     
                     	
                        National Bank of Serbia

                     
                  

                  
                     	
                        Slovak Republic

                     
                     	
                        Tatiana Smoroňová

                     
                     	
                        National Agency for SME Development

                     
                  

                  
                     	
                        Slovenia

                     
                     	
                        Tine Janžek

                     
                     	
                        Bank of Slovenia

                     
                  

                  
                     	
                        South Africa

                     
                     	
                        Peter Makgetsi

                     
                     	
                        National Treasury, Financial Sector Policy Unit

                     
                  

                  
                     	
                        Spain

                     
                     	
                        Víctor García-Vaquero

                     
                     	
                        Bank of Spain

                     
                  

                  
                     	
                        Sweden

                     
                     	
                        Andreas Kroksgård

                     
                     	
                        Swedish Agency for Growth Policy Analysis

                     
                  

                  
                     	
                        Switzerland

                     
                     	
                        Samuel Turcati

                     
                     	
                        State Secretariat for Economic Affairs

                     
                  

                  
                     	
                        Thailand

                     
                     	
                        Davina Kunvipusilkul 

                     
                     	
                        Bank of Thailand

                     
                  

                  
                     	
                        Turkey

                     
                     	
                        Ufuk Acar

                     
                     	
                        KOSGEB

                     
                  

                  
                     	
                         

                     
                     	
                        Utku Macit

                     
                     	
                        Ministry of Science, Industry and Technology

                     
                  

                  
                     	
                        United Kingdom

                     
                     	
                        Asad Ghani

                     
                     	
                        British Business Bank

                     
                  

                  
                     	
                         

                     
                     	
                        Matt Adey

                     
                     	
                        British Business Bank

                     
                  

                  
                     	
                        United States

                     
                     	
                        Giuseppe Gramigna

                     
                     	
                        Small Business Administration

                     
                  

               
            

         

         The development of the Scoreboard benefits from the inputs of Delegates of the OECD Working Party on SMEs and Entrepreneurship, chaired by Alejandro Gonzalez Hernandez, and members of its Informal Steering Group on SME and Entrepreneurship Financing, chaired by Professor Salvatore Zecchini. Richard Archambault (Industry Canada), Martin Brassell (Consultant), Asad Ghani (British Business Bank), Luis Ángel Maza Lasierra (European Committee of Central Balance Sheet Data Offices), Jean-Louis Leloir (European Association of Mutual Guarantee Societies) and Valentina Nigro (Central Bank of Italy) provided input for boxes on timely issues. Helmut Kraemer-Eis (European Investment Fund) and Andrew McDonald (European Bank for Reconstruction and Development) prepared annexes to the country profiles. Data provided by Tania Ziegler (Cambridge Centre for Alternative Finance), and comments from Gianluca Riccio (OECD Business and Industry Advisory Committee) are gratefully acknowledged. 

         This report was prepared by Kris Boschmans and Lora Pissareva, Policy Analysts, OECD Centre for Entrepreneurship, SMEs, Regions and Cities, SME and Entrepreneurship Division (CFE/SMEE), under the supervision of Miriam Koreen (Deputy Director and Head of Division, CFE/SMEE). Sebastian Schich, Economist, OECD Directorate for Financial and Enterprise Affairs, Financial Markets, Insurance and Pensions Division prepared the thematic chapter. The report benefited from substantive inputs from Naima Smaini (CFE/SMEE). Masaaki Komatsu, Rhea Subramanya and Bénjamin Vargha (Trainees, CFE) made statistical contributions to the report. Heather Mortimer-Charoy provided technical support.

      

   
      
         Reader’s Guide

         Financing SMEs and Entrepreneurs 2018: An OECD Scoreboard monitors SMEs’ and entrepreneurs’ access to finance over the period 2007-16. Based on data collected for the country profiles and information from demand-side surveys, this report includes indicators on debt, equity and asset-based finance, as well as on financing framework conditions, complemented by information on recent public and private initiatives to support SME access to finance. Taken together, these indicators form a comprehensive framework for policy makers and other stakeholders to evaluate the financing needs of SMEs and entrepreneurs and to determine whether they are being met. This report also constitutes a valuable tool to support the design and evaluation of policy measures, and to monitor the implications of financial reforms on access to finance and financing conditions for SMEs more generally. 
         

         This sixth edition presents detailed profiles for 43 countries: Australia, Austria, Belgium, Brazil, Canada, Chile, the People’s Republic of China, Colombia, the Czech Republic, Denmark, Estonia, Finland, France, Georgia, Greece, Hungary, Ireland, Israel, Italy, Japan, Kazakhstan, Korea, Latvia, Luxembourg, Malaysia, Mexico, the Netherlands, New Zealand, Norway, Poland, Portugal, the Russian Federation, Serbia, the Slovak Republic, Slovenia, South Africa, Spain, Sweden, Switzerland, Thailand, Turkey, the United Kingdom and the United States.

         
            Indicators 
            

            SME and entrepreneurship financing trends are monitored through core indicators, listed in Table 1, selected on the criteria of usefulness, availability, feasibility and timeliness (see Annex A for a detailed description). In detail, the core indicators describe and monitor the following key dimensions.
            

            
               
                  
                     
                        	
                           Table 1. Core indicators in financing SMEs and entrepreneurs, 2018
                           

                        
                     

                  
                  
                     
                        	
                           Core indicators

                        
                        	
                           Unit

                        
                        	
                           What they show

                        
                     

                     
                        	
                           The allocation and structure of bank credit to SMEs

                        
                     

                  
                  
                     
                        	
                           Outstanding business loans, SMEs 

                        
                        	
                           Volumes in national currency

                        
                        	
                           SME demand for and access to bank credit. 

                           A stock indicator measuring the value of an asset at a given point in time, and thus reflecting both new lending, as well as bank loans that have accumulated over time along with loan repayments. 

                        
                     

                     
                        	
                           Outstanding business loans, total 

                        
                        	
                           Volumes in national currency

                        
                     

                     
                        	
                           Share of SME outstanding loans

                        
                        	
                           % of total outstanding loans

                        
                     

                     
                        	
                           New business lending, total

                        
                        	
                           Volumes in national currency

                        
                        	
                           SME demand for and access to bank credit. 

                           It is a flow indicator, measured over one year, which tends to respond faster to short-term developments and is therefore more volatile than stocks. 

                        
                     

                     
                        	
                           New business lending, SMEs

                        
                        	
                           Volumes in national currency

                        
                     

                     
                        	
                           Share of new SME lending 

                        
                        	
                           % of total new lending

                        
                     

                     
                        	
                           Short-term loans, SMEs 

                        
                        	
                           Volumes in national currency

                        
                        	
                           The structure of SME debt, i.e. the share of outstanding credit with an initial maturity of less than one year and more than one year, respectively. This could be considered as a proxy to gauge the purpose of SME bank loans, i.e. for operational and investment needs.

                        
                     

                     
                        	
                           Long-term loans, SMEs 

                        
                        	
                           Volumes in national currency

                        
                        	
                           

                        
                     

                  
                  
                     
                        	
                           Extent of public support for SME finance

                        
                     

                  
                  
                     
                        	
                           Government loan guarantees, SMEs

                        
                        	
                           Volumes in national currency

                        
                        	
                           These indicators illustrate the extent and uptake of government programmes and instruments supporting SMEs' access to finance. 

                        
                     

                     
                        	
                           Government guaranteed loans, SMEs

                        
                        	
                           Volumes in national currency

                        
                     

                     
                        	
                           Direct government loans, SMEs

                        
                        	
                           Volumes in national currency

                        
                        	
                           

                        
                     

                  
                  
                     
                        	
                           Credit costs and conditions 

                        
                     

                  
                  
                     
                        	
                           Interest rate, SMEs

                        
                        	
                           %

                        
                        	
                           The cost of SME loans and how it compares to large firms.

                        
                     

                     
                        	
                           Interest rate, large firms

                        
                        	
                           %

                        
                     

                     
                        	
                           Interest rate spread

                        
                        	
                           Percentage points

                        
                     

                     
                        	
                           Collateral, SMEs

                        
                        	
                           % of SMEs needing collateral to obtain bank lending

                        
                        	
                           Proxies the conditions SMEs face when applying for bank credit.

                        
                     

                     
                        	
                           Percentage of SME loan applications

                        
                        	
                           SME loan applications/ total number of SMEs, in %

                        
                        	
                           The (unmet) demand for and utilisation of credit by SMEs, and willingness of banks to lend.

                        
                     

                     
                        	
                           Rejection rate

                        
                        	
                           1-(SME loans authorised/ requested), in %

                        
                     

                     
                        	
                           Utilisation rate

                        
                        	
                           SME loans used/ authorised, in %

                        
                     

                  
                  
                     
                        	
                           Non-bank sources of finance

                        
                     

                  
                  
                     
                        	
                           Venture and growth capital investments

                        
                        	
                           Volumes in national currency and year-on-year growth rate in %

                        
                        	
                           The take-up and ability to access non-bank finance instruments, including external equity for start-up, early development and expansion stages, as well as asset-based finance, such as leasing, hire purchases, factoring and invoice discounting. 

                        
                     

                     
                        	
                           Leasing and hire purchases

                        
                        	
                           Volumes in national currency

                        
                     

                     
                        	
                           Factoring and invoice discounting 

                        
                        	
                           Volumes in national currency

                        
                     

                  
                  
                     
                        	
                           Financial health

                        
                     

                  
                  
                     
                        	
                           Non-performing loans, total

                        
                        	
                           % of total business loans

                        
                        	
                           The incidence of late or non-payments for SME loans, compared to the overall corporate sector. This proxies the (relative) riskiness of lending to SMEs. 

                        
                     

                     
                        	
                           Non-performing loans, SMEs

                        
                        	
                           % of total SME loans

                        
                     

                     
                        	
                           Payment delays, B2B

                        
                        	
                           Number of days

                        
                        	
                           The occurrence of payment delays in the B2B sector, i.e. the difficulty in paying and being paid, to capture the extent of cash flow problems.

                        
                     

                     
                        	
                           Bankruptcies, SMEs

                        
                        	
                           Number and year-on-year growth rate in %

                        
                        	
                           A proxy for the overall business environment in which SMEs operate and the ability of small firms to survive economic downturns and credit crunches.

                        
                     

                  
               

            

         

         
            Data collection
            

            The scoreboard data are provided by experts designated by participating countries. Most of the indicators are derived from supply-side data provided by financial institutions, statistical offices and other government agencies. This is supplemented by national and regional demand-side surveys in order to provide a more comprehensive view of the evolution in financing trends and needs. Indicators cover access to finance for employer firms, that is, for SMEs which have at least one employee, and are operating a non-financial business. The data in the present edition cover the period 2007 to 2016, assessing trends over the medium term, both in the pre-crisis period (2007), the financial crisis (2008 and 2009) and the period afterwards. Specific attention is placed on developments occurring in 2015, 2016 and the first half of 2017. In addition, information on government policies to ease SMEs’ access to finance is also collected on a systematic basis.
            

            The published print version includes a chapter on emerging trends in SME and entrepreneurship finance, drawing on information provided by participating countries, a thematic chapter, focusing for this edition on fostering markets of alternative finance instruments for SMEs, annexes, and a two-page snapshot for every participating country. This snapshot summarises the state of play regarding SME access to finance in each country, while the full country profiles will be available on the OECD website only. 

         

         
            Cross-country comparability
            

            At the individual country level, the scoreboard provides a coherent picture of SMEs' access to finance over time and monitors changing conditions for SME financing, as well as the impact of policies. There are limits to possible cross country comparisons, however. Firstly, the statistical definition of an SME differs among participating countries; while the European Union definition is the most commonly used, participating countries outside of the Union usually define an SME differently, which complicates cross country comparisons (see Annex A for detailed definitions of SMEs across participating countries). 

            In addition, differences in definition and coverage for indicators hamper comparability, with a number of countries, in which it is not possible to adhere to the “preferred definition” of the core indicators. A proxy has been adopted in these instances. For this reason, all country profiles include a table, which provides the definition adopted for each indicator and a reference to the data source. Despite these limitations, it is still possible to compare general trends across countries, though, as the differences in the exact composition of the single indicator are muted when evaluating rates of change. 

         

         
            Methodological advances and recommendations for data improvements
            

            There are important methodological and structural improvements in recent editions of this report. More detailed information regarding the source and definition of core indicators have been provided for participating countries. Since June 2016, the Scoreboard data are available on the OECD.Stat website. Data on core indicators can be consulted, downloaded and put to further use, thereby addressing a longstanding demand to improve access to the data, and exposure of the publication to a wider audience. In addition, more information is provided on the uptake of financial instruments other than straight debt, and further endeavours will be undertaken in this area for future editions of the publication. Country profiles in the printed edition of this publication are abbreviated to two pages with key facts and the table with core indicators, while the full profiles remain available online. Finally, efforts are ongoing to increase the coverage of participating countries and to harmonise the data from already participating countries.

            A summary of recommendations to further improve data collection and reporting of core indicators are outlined in Box 1 (see Annex A for a more detailed discussion), as well as in Chapter 1 of this publication. These are deemed necessary for countries to progress in the harmonisation of definitions and facilitate inter-temporal and cross-country analysis of trends in SME and entrepreneurship finance. 
            

            
               Box 1. Recommendations for improving the reporting of core indicators
               

               1. Improve reporting of SME loan variables by:

               
                  	
                     Systematically separating reporting of financial information for non-employer and employer-firms; 

                  

                  	
                     Providing both stock and flow data for SME loans;

                  

                  	
                     Detailing the loans' composition, with indication of the different underlying products (e.g. overdrafts / lines of credit / leases / business mortgages or credit cards / securitised loans), and disclose such elements in the loan definition.

                  

               

               2. Fill gaps in available data and work towards more comprehensive information for other core indicators in the Scoreboard, including 

               
                  	
                     Offer more comprehensive information on government programmes that ease SMEs’ access to finance.

                  

                  	
                     Provide data on non-performing loans for SMEs and for large firms, the latter to be used as a benchmark. 

                  

                  	
                     Provide more comprehensive data on alternative sources of financing, including crowdfunding and business angel investments

                  

                  	
                     Collect information on SME loan fees, in addition to interest applied on the loans.

                  

                  	
                     Compile more complete information on the uptake and use of non-bank financing instruments, asset-based finance in particular. 

                  

                  	
                     Detail the definition of collateral and improve reporting, using demand-side surveys to compensate for lack of supply-side data.

                  

               

            

         

      

   
      
         Acronyms and abbreviations 

         
            
               ADB

               
                  	Asian Development Bank

               

            

            
               AECM

               
                  	European Association of Mutual Guarantee Societies

               

            

            
               AUD

               
                  	Australian Dollar

               

            

            
               B2B

               
                  		Business-to-Business

               

            

            
               B2C

               
                  		Business-to-Customer

               

            

            
               B2G

               
                  	Business-to-Government

               

            

            
               BIS

               
                  		Bank for International Settlements

               

            

            
               BLS

               
                  		Bank Lending Survey

               

            

            
               BRL

               
                  	Brazilian Real

               

            

            
               CAD

               
                  	Canadian Dollar

               

            

            
               CDS

               
                  	Credit Default Swap

               

            

            
               CGS

               
                  	Credit Guarantee Scheme

               

            

            
               CHF

               
                  	Swiss Franc

               

            

            
               CLO

               
                  	Collateralised debt obligation

               

            

            
               CLP

               
                  		Chilean Peso

               

            

            
               COP

               
                  	Colombian Peso

               

            

            
               CZK

               
                  	Czech Koruna

               

            

            
               DKK

               
                  	Danish Krone

               

            

            
               EBRD

               
                  	European Bank for Reconstruction and Development

               

            

            
               EC

               
                  		European Commission 

               

            

            
               ECB

               
                  	European Central Bank

               

            

            
               EIB

               
                  		European Investment Bank

               

            

            
               EIF

               
                  		European Investment Fund

               

            

            
               EU

               
                  		European Union

               

            

            
               EUR

               
                  	Euro

               

            

            
               EURIBOR

               
                  Euro Interbank Offered Rate

               

            

            
               EVCA

               
                  	European Venture Capital Association

               

            

            
               FCI

               
                  		Factors Chain International

               

            

            
               G20

               
                  		Group of 20

               

            

            
               GBP

               
                  	British Pound

               

            

            
               GEL

               
                  	Georgian Lari

               

            

            
               GDP

               
                  	Gross Domestic Product

               

            

            
               GPFI

               
                  	Global Partnership for Financial Inclusion

               

            

            
               HUF

               
                  	Hungarian Forint
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         Executive Summary

         New lending to SMEs declined in a majority of countries in 2016, while alternative sources of finance became more widely used. This trend coincided with improvements in the operating environment for SMEs, as evidenced by a drop in bankruptcies and payment delays, and a brighter outlook for macro-economic indicators.

         New lending to SMEs was down in 2016 in 15 out of 25 countries for which comparable data were available, despite more favourable credit conditions and low interest rates. The median interest rate charged to SMEs fell by 0.82 percentage points, in a context of loose monetary conditions, thereby continuing a downward trend which began in 2011. Survey data show that credit became more accessible in 2016, with notable exceptions including Brazil and the Russian Federation.

         The use of financing instruments other than bank debt was generally on the increase in 2016. Leasing and hire purchases rose in a majority of countries in 2016, often by more than 10 percent compared to 2015. Factoring and invoice discounting volumes show a similar pattern. Venture capital investments, although well below pre-crisis levels in 2016 in many economies, increased in two-thirds of participating countries. The global private debt market grew by almost 15% between 2015 and 2016. Innovative sources of finance such as p2p lending, equity crowdfunding and invoice trading continued to grow very rapidly in 2016. While volumes remain modest in most participating countries, these financial instruments are becoming widely used in a few countries, most notably in China, the United Kingdom and the United States.

         Demand-side issues, which are often related to weak investment dynamics, appear to explain the fall in new lending in some countries. In Italy, for example, the decline in new loans can be attributed to weak demand for credit, which reached a low in 2016. This picture is not uniform, however, and in other countries, factors such as weak macro-economic performance, risk aversion in the financial sector and tightening credit standards can contribute to explaining the fall in new lending. In Greece, for example, the 2016 decrease in new lending can be attributed to continued weaknesses in the financial sector and a slow recovery of the economy, rather than to falling demand for credit by SMEs. 

         Stock data on loan volumes show a different trend, with a median growth rate of 2.5% in 2016. The different trends in stock and flow data on SME credit may reflect recourse to long-term credits rather than short-term loans. This preference may be due to the desire to lock in low interest rates for a longer period, and/or the improved ability of SMEs to self-finance day-to-day operations.

         These developments took place against the backdrop of improvements in the business environment. The median value for bankruptcies, for example, declined for the fourth consecutive year in 2016, by more than 7% year-on-year. Payment delays and non-performing loans generally remained at low levels compared to the period immediately after the financial crisis. In addition, economic growth prospects are relatively favourable, with the uptick in economic activity, trade and investment in 2017 expected to strengthen.

         Governments are undertaking a range of initiatives to foster SME access to finance. Policies to support bank financing are widespread in many participating countries. Credit guarantee schemes in particular are central to governments’ ambitions to ease access to credit for SMEs. A rigorous evaluation is crucial to optimise these schemes and tailor them to evolving circumstances and needs of SMEs. Monitoring and evaluation practices vary widely, however, as the thematic chapter of this publication illustrates. In addition, bank loans are being support by a variety of initiatives aiming to mitigate risks, enable SMEs to collateralise a broader set of assets and improve credit information.

         In response to a continued over-reliance by SMEs on bank credit, policy makers are increasingly designing complementary policies to support access to a wider range of finance instruments, especially equity. This two-pronged approach, which seeks to complement policies to ease SMEs’ access to credit with initiatives to support a more diversified financial offer for small businesses, is in line with the G20/OECD High-Level Principles on SME Financing. Crowdfunding activities in particular are the focus of specific measures in many countries, which seek to put in place an appropriate regulatory and supervisory framework.

         Other emerging policy trends include the introduction of comprehensive policy reforms to address the needs of innovative start-ups, combining financial and non-financial support. Moreover, in several countries policies seek to address intra-national disparities in SMEs access to finance. Such initiatives include the introduction of local subsidiaries of national SME development funds or local development centres, and programmes to stimulate digitalisation and entrepreneurship in lagging regions.

         Data gaps in SME access to finance persist, especially in regard to the availability of disaggregated data which capture the heterogeneity of the SME population. In addition, documentation of the use and availability of financial instruments other than bank debt by SMEs is often limited, and survey data not always internationally comparable. The OECD will continue efforts to improve the evidence base in these and other areas in order to support governments in monitoring trends in SME access to finance.

      

   
      
         
Chapter 1. Recent Trends in SME and Entrepreneurship Finance
         

         
            This chapter analyses trends in SME and entrepreneurship finance over 2007-16, based on data collected for the country scoreboards and information from demand-side surveys. A short overview of the global business environment sets the framework for the analysis of SME financing trends and conditions, focusing in particular on the changes which occurred in participating countries between 2015 and 2016, and the first half of 2017. The chapter concludes with an overview of government policy responses put in place to improve SMEs’ access to finance in light of recent developments.

         

         The statistical data for Israel are supplied by and under the responsibility of the relevant Israeli authorities. The use of such data by the OECD is without prejudice to the status of the Golan Heights, East Jerusalem and Israeli settlements in the West Bank under the terms of international law.

         
            Business environment and the macroeconomic context
            

            Following an uneven recovery from the 2007-08 financial crisis, global GDP growth in 2016, the period covered in this report, stood at 3.1%, its weakest level since the post-crisis period. 2016 growth in global investments and international trade was also well below the historical average (OECD, 2017a).

            Global GDP growth recovered to 3.6% in 2017 however, with 2018 and 2019 forecasts more upbeat with manufacturing growth picking up. In the OECD area, real GDP growth stood at 1.8% in 2016, was set to reach 2.4% in 2017 and is forecast to rise to 2.3% in 2018 and 2.1% in 2019. In non-OECD countries, growth is also expected to accelerate from 4.1% in 2016 to 4.6% in 2017 and then to 4.9% in 2018 in real terms (OECD, 2017a).

            In particular, there are signals that corporate investments, which recovered slowly and unevenly after the financial crisis, may have turned the corner in 2017, spurred by an ageing of the capital stock. If it gathers pace, this trend could be expected to increase SME demand for finance over the next few years. Global trade, which grew at an exceptionally weak rate in 2016, is also experiencing an uptick.

            Downward risks may compromise the recovery, however. Financial vulnerabilities persist in particular, with equity prices reaching historic highs in some OECD countries, paired with the fragile state of segments of the financial system, and a high indebtedness of households and non-financial corporations in many advanced economies. This may lead to sharp corrections of asset prices which would weigh on economic growth and on SME access to finance.

            Financial conditions
            

            Since 2011, financial conditions have been loosening in the Euro area, Japan and the United States, and this trend continued in 2016 (Figure 1.1).1 Inflation is expected to remain low by historical standards in much of the developed world, a recent increase in commodity prices notwithstanding. Monetary policy are expected to remain loose in the coming years as long as underlying inflationary pressures continue to be subdued, which is in turn largely dependent on the evolution of commodity prices (OECD, 2017a)
            

            
               
Figure 1.1. Financial conditions indices in the Euro area, Japan and the United States
               

               Year-on-year growth rate, as a percentage

[image: graphic]Note: A unit increase (decline) in the index implies an easing (tightening) in financial conditions sufficient to produce an average increase (reduction) in the level of GDP of 0.5% to 1% after four to six quarters. Based on information available up to 30 May 2016
               

               Source: OECD (2016a) and OECD calculations.
               

               StatLink  http://dx.doi.org/10.1787/888933665162

            

         

         
            Lending to SMEs
            

            Data on new lending shows a mixed picture, with growth rates turning negative in 2016 in 15 out of 25 countries. On the other hand, the outstanding stock of SME loans continued to increase in a majority of participating countries in 2016, following a trend observed since 2014. The fact that favourable credit conditions were paired with weak growth in new lending may reflect a decline in demand for credit (see section on credit conditions for SMEs).

            New SME loans
            

            The data on new lending to SMEs depicts a more negative picture than in previous years. Of the 25 countries that provided data for 2016, growth in new SME loans was negative in 15 of them, sometimes substantially. In 7 countries (Australia, Canada, Chile, Colombia, the Czech Republic, Denmark and the United Kingdom), SME loan growth turned negative in 2016 following positive growth in the previous year. Austria, Brazil, Luxembourg, Portugal and Slovenia witnessed a bigger decline in 2016 than in 2015. In only a minority of instances, growth rates turned positive or strengthened. The median value growth rate in new SME lending fell from 2.6% in 2015 to -5.6% in 2016 (see Figure 1.2)
            

            
               
Figure 1.2. Trends in new SME lending
               

               Year-on-year growth rate, as a percentage

[image: graphic]1. Definitions differ across countries. Refer to the table of sources and definitions in the full country profiles available online.
               

               2. Countries with stock data only are not included. 
               

               3. All represented data are adjusted for inflation using the OECD GDP deflator. Data for non-OECD countries was extracted from the World Development Indicators, World Bank.
               

               4. Countries not providing 2016 data were excluded.
               

               Source: Data compiled from the individual country profiles of Financing SMEs and Entrepreneurs 2018.
               

               StatLink  http://dx.doi.org/10.1787/888933665371

            

            It is important to note that the data from Figure 1.2 and following are in real terms, i.e. inflation-adjusted, as was already the case in previous editions of this publication, to provide a more accurate picture of the evolution of SME lending, undistorted by general price evolutions.
            

            The decline in new lending can be attributed to several factors, often depending on national circumstances. In Australia, Austria, the Czech Republic, the Netherlands and the United Kingdom, survey data point to lower demand for credit as (partially) driving this development. Lower demand can be linked to weak investment dynamics (see Credit to SMEs: links with key economic variables for more information). In other countries, such as Greece, Slovenia and Portugal, financial institutions appeared to have become more risk-averse when lending to SMEs. In these countries, relatively high non-performing loans still weigh on the supply of credit, especially for segments within the SME population that are deemed risky. In Brazil and the Russian Federation, the decline appears mainly due to unfavourable macro-economic conditions. 
            

            Outstanding SME loans 
            

            34 countries provide data on the outstanding stock of SME loans and in 2016, the stock of outstanding loans grew in 24 out of 34 countries. The median value of the year-on-year growth in outstanding loans stood at 2.5% in 2016, slightly up from the median growth of 2.19% in 2015. This acceleration in growth happened despite a slowing down in credit growth in mid-income countries such as Chile, Colombia, Kazakhstan, Georgia and Malaysia. The median value for OECD countries only more than doubled between 2015 and 2016 from 1.25% to 2.58%, reflecting relatively strong growth in the outstanding stock in most OECD countries.

            In 2016, loan growth turned positive in Estonia, Greece, Latvia and Slovenia, while the outstanding stock of SME loans continued to fall in Portugal and Spain in 2016, albeit much less so than in previous years. By contrast, in 2016 the growth rate turned negative in Hungary, Israel and Norway after strong growth in 2014-15, and continued to decline by more than 10% in Brazil, Ireland and the Russian Federation (see Figure 1.3).
            

            
               
Figure 1.3. Growth of outstanding SME business loans
               

               Year-on-year growth rate, as a percentage

[image: graphic]1. Definitions differ across countries. Refer to the table of sources and definitions in the full country profiles available online.
               

               2. Countries not providing 2016 data are not included.
               

               3. Georgia’s 2015 growth rate of 41.19 is not depicted. Kazakhstan's 2016 growth rate of 36.06 is not depicted.
               

               4. All represented data are adjusted for inflation using the OECD GDP deflator. Data for non-OECD countries was extracted from the World Development Indicators, World Bank.
               

               Source: Data compiled from the individual country profiles of Financing SMEs and Entrepreneurs 2018. 
               

               StatLink  http://dx.doi.org/10.1787/888933665466

            

            The data on outstanding SME loans is influenced by a greater number of factors than data on new lending, which explains the divergence that can be observed between these two indicators, even though both of them provide information about developments in credit markets. In particular, the pace of loan repayments, changes to the maturity of loans and fluctuations in non-performing loans may lie behind different developments in stock and flow data in SME loans. In Ireland, for example, the outstanding stock of loans fell in 2016, even though new lending was up in the same year, because of increased repayments of existing loans. In Greece, the opposite happened in 2016 with the outstanding stock of loans increasing while new lending declined...
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