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6. Financial  
context –
how are SMEs  
funding  
themselves? 
(Part 2) 

 

 
 
 
 
 
 
 
 
 

 

This chapter provides 
an overview of other aspects of external finance – trade credit, Permanent 
non-Borrowers and attitudes to using finance.  
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Key findings 
Fewer SMEs in the first half of 2017 were happy to use finance to help the 
business grow. 

• Since this question was first asked, 41-45% of SMEs each half year have 
agreed they would use finance to help the business grow. In the first half 
of 2017, 33% agreed 

• This lower appetite for finance in 2017 was seen most markedly amongst 
0 employee SMEs (41% in 2016 to 30% in H1 2017) but all size bands 
were less willing to use finance with the exception of those with 50-249 
employees where willingness to use finance increased slightly (51%  
to 54%). 

Attitudinally, SMEs continued to prefer self-reliance, even if this meant  
slower growth. 

• 81% agreed that their plans for the business were based on what they 
can afford and this has remained consistent over time 

• 70% would accept a slower rate of growth rather than borrowing to 
grow and this has also remained consistent over time. 

65% of all SMEs were using business funding, any combination of external 
finance, trade credit or injections of personal funds, and this has remained fairly 
stable over time. 

• The ‘uplift’ between users of external finance and users of business 
funding was most marked for those with 0 employees (35% to 62%). 
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At the other end of the finance spectrum, 46% of SMEs met the definition of a 
Permanent non-borrower, an SME that seems firmly disinclined to borrow, 
based on their current and future finance plans. 

• Whilst 0 employee SMEs remained more likely to be a PNB (49%), a quarter 
of those with 50-249 employees (23%) met the definition (YEQ2 2017) 

• The proportion of PNBs increased from 34% of all SMEs in 2012 to 47% in 
2015 and has been stable since 

• The likelihood of being a PNB is affected by the size of the business, being 
less likely to plan, to innovate or to plan to grow and being more likely to 
see access to finance as a barrier. 

 

 

  



 

 79 

www.bdrc-continental.com 

Use of trade credit  

Data has been gathered on the extent to which SMEs use trade credit from their suppliers and the 
impact it has on their use of, or need for, external finance.  

35% of SMEs regularly purchased products or services from other businesses on credit (YEQ2 2017). As 
previously seen, use of trade credit increased by size of SME:

• 30% of those with 0 employees regularly purchased on credit 

• 47% of those with 1-9 employees 

• 63% of those with 10-49 employees 

• 66% of those with 50-249 employees. 

Those using external finance (loans, overdrafts etc) remained more likely to be using trade credit (52%) 
than those who were not using any external finance (25%). 

As the table below shows, overall use of trade credit has increased very slightly over time (31 to 35%). 
In H1 2017, larger SMEs were more likely to report using trade credit, with around 7 in 10 of those with 
10-49 or 50-249 employees now using trade credit, compared to 6 in 10 previously: 

  
Currently use trade credit 

OOvveerr  ttiimmee  ––  aallll  SSMMEEss  
BByy  ddaattee  ooff  iinntteerrvviieeww  ––  rrooww  ppeerrcceennttaaggeess  22001144  22001155  22001166  

HH11  
22001177  

All 31% 33% 33% 35% 

0 emp 26% 28% 28% 30% 

1-9 emps 45% 47% 45% 48% 

10-49 emps 58% 61% 59% 66% 

50-249 emps 58% 60% 59% 71% 
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SMEs that received trade credit were asked whether having this trade credit meant that they had  
a reduced need for other forms of external finance. 7 in 10 of them did (with little variation by size  
of SME) and this is the equivalent of 25% of all SMEs needing less external finance, as the table  
below shows: 

  

Impact of receiving trade credit 

YYEEQQ22  1177  ––  aallll  SSMMEEss  TToottaall  
00    

eemmpp  
11--99    

eemmppss  
1100--4499    
eemmppss  

5500--224499    
eemmppss  

UUnnwweeiigghhtteedd  bbaassee::  1188,,000077  33660044  55880022  55880011  22880000  

RReecceeiivvee  ttrraaddee  ccrreeddiitt 3355%%  3300%%  4477%%  6633%%  6666%%  

Have less of a need for external finance 25% 21% 33% 46% 47% 

Do not have less of a need for external finance 9% 8% 12% 14% 13% 

Not sure 2% 1% 2% 3% 6% 

Do not receive trade credit 65% 70% 53% 37% 34% 

% of those with TC where it reduces need 71% 70% 70% 73% 71% 

Q14y/y4 All SMEs  

The proportion of Trade Credit users reporting 
that it reduces their need for external finance 
has increased from 65% in H2 2014 when the 
question was first asked, to 71% for YEQ2 
2017. This is due to more smaller SMEs saying 
that Trade Credit reduces their need for 
external finance and there is little variation in 
this percentage by size of SME. 

YEQ2 2017, SMEs currently using external 
finance (who were more likely to be using trade 
credit) remained more likely to say that they 
had less of a need for external finance as a 
result (38%) than those not using external 
finance (17%) or SMEs overall (25%).
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SMEs with a minimal or low external risk rating remained more likely to receive trade credit. Around 7 in 10 
of those receiving trade credit in each risk rating band said that it reduced their need for external finance: 

  

Impact of receiving trade credit 

YYEEQQ22  1177  ––  aallll  SSMMEEss  TToottaall  MMiinn  LLooww  AAvvggee  
WWoorrssee//

AAvvggee  

UUnnwweeiigghhtteedd  bbaassee::  1188,,000077  33110022  55551133  44111188  33777733  

RReecceeiivvee  ttrraaddee  ccrreeddiitt  3355%%  4466%%  4466%%  3377%%  3311%%  

Have less of a need for external finance 25% 31% 32% 26% 22% 

Do not have less of a need for external finance 9% 12% 12% 10% 7% 

Not sure 2% 2% 2% 2% 1% 

Do not receive trade credit 65% 54% 54% 63% 69% 

% of those with TC where it reduces need 71% 67% 70% 70% 71% 

Q14y/y4 All SMEs from Q3 2014 

 

Older SMEs remained more likely to be receiving trade credit but the proportion of trade credit users 
saying it reduced their need for finance did not vary much by age of business: 

  

Impact of receiving trade credit 

YYEEQQ22  1177  ––  aallll  SSMMEEss  SSttaarrttss  
22--55    
yyrrss  

66--99    
yyrrss  

1100--1155    
yyrrss  

1155    
yyrrss++  

UUnnwweeiigghhtteedd  bbaassee::  11880055  11885500  22009944  22999933  99226655  

RReecceeiivvee  ttrraaddee  ccrreeddiitt  2277%%  3311%%  3311%%  3377%%  4433%%  

Have less of a need for external finance 20% 21% 21% 27% 30% 

Do not have less of a need for external finance 6% 8% 9% 9% 11% 

Not sure 1% 2% 1% 1% 2% 

Do not receive trade credit 73% 69% 69% 63% 57% 

% of those with TC where it reduces need 74% 68% 68% 73% 70% 

Q14y/y4 All SMEs from Q3 2014 
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SMEs in the Wholesale Retail sector were the most likely to receive trade credit (51%). Amongst those 
receiving trade credit, those in Construction were the most likely to say that it reduced their need for 
finance (76%): 

  
Trade credit in last 12 months 

YYEEQQ22  1177  ––  aallll  SSMMEEss  AAggrriicc  MMffgg  CCoonnssttrr  
WWhhllee  
RReettaaiill  

HHootteell  
RReesstt  TTrraannss  

PPrroopp//  
BBuuss  

HHlltthh  
SSWWrrkk  

OOtthheerr  
CCoommmm  

UUnnwweeiigghhtteedd  bbaassee::  11220022  11550022  33220000  11880033  11220033  22000011  33559999  11449977  22000000  

RReecceeiivvee  TTCC 3388%%  4488%%  4466%%  5511%%  3366%%  2277%%  2299%%  2222%%  2288%%  

Have less of a need for 
external finance 

23% 34% 35% 36% 24% 19% 19% 15% 18% 

Do not have less of a 
need for external finance 

13% 10% 10% 14% 11% 7% 8% 5% 7%

Not sure  2% 3% 1% 2% 1% 1% 1% 2% 2% 

Do not receive TC 62% 52% 54% 49% 64% 73% 71% 78% 72% 

% where TC reduces 
need 

61% 71% 76% 71% 67% 70% 66% 68% 64% 

Q14y/y4 All SMEs from Q3 2014 
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A wider definition of ‘Total business funding’ 
The questions on trade credit and injections of personal funds allow for an analysis of the use of ‘total 
business funding’ by SMEs in a wider sense, i.e. including both trade credit received and injections of 
personal funds as well as external finance. Note that the amount of trade credit received is not recorded, 
and that when last asked, the typical injection of personal funds was for a relatively small amount (often 
less than £5,000).  

For YEQ2 2017: 

• 39% of SMEs were using eexxtteerrnnaall  ffiinnaannccee as defined in the previous chapter (i.e. loans, overdrafts, 
invoice finance etc).  

• An additional 15% of SMEs were not using external finance but were receiving ttrraaddee  ccrreeddiitt. 

• And finally, a further 11% of SMEs were using neither external finance, nor trade credit, but had 
seen an iinnjjeeccttiioonn  ooff  ppeerrssoonnaall  ffuunnddss into the business (also defined in the previous chapter). 

Widening the definition of external funding to include not only finance but also trade credit and 
personal funds thus increases the proportion of SMEs using business funding from 39% to 65%.  

Analysis by year shows that this has changed very little over the period for which this data is available, 
albeit the H1 2017 figure of 66% is the highest seen to date: 

  
Use of business funding 

OOvveerr  ttiimmee  ––  aallll  SSMMEEss  22001144  22001155  22001166  
HH11  

22001177  

UUnnwweeiigghhtteedd  bbaassee:: 2200,,005555  2200,,004466  1188,,000000  99000077  

Use external finance 37% 37% 37% 38% 

Do not use finance but do use trade credit 15% 16% 15% 16% 

Do not use the above but injected personal funds 12% 11% 11% 12% 

TToottaall  bbuussiinneessss  ffuunnddiinngg  6633%%  6644%%  6633%%  6666%%  

All SMEs from 2014 
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Looking specifically at YEQ2 2017 in more detail, there remained a bigger ‘uplift’ amongst smaller SMEs 
when this wider business funding definition was applied: 

  

Wider definition of business funding 

YYEEQQ22  1177  ––  aallll  SSMMEEss  TToottaall  
00    

eemmpp  
11--99  

eemmppss  
1100--4499  
eemmppss  

5500--224499  
eemmppss  

UUnnwweeiigghhtteedd  bbaassee::  1188000077  33660044  55880022  55880011  22880000  

Use external finance 39% 35% 48% 60% 69% 

Do not use finance but do use trade credit 15% 14% 19% 21% 16% 

Do not use the above but injected personal funds 11% 13% 6% 1% 1% 

TToottaall  bbuussiinneessss  ffuunnddiinngg  6655%%  6622%%  7733%%  8822%%  8866%%  

Q14y/y4 All SMEs from Q3 2014 

Analysis by other demographics showed that: 

• SMEs with a minimal or low risk rating were somewhat more likely to be using business funding 
(68% and 67%) than those with an average or worse than average risk rating (both 65%).  

• Starts were as likely to be using external finance (38% v 35-42%) as their older peers but 
somewhat more likely to be using business funding (71% v 60-65%). 

• The proportion using business funding varied from 55% of those in the Health sector to 76% of 
those in Wholesale/Retail, with the rest in the range 61-70%. 
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The non-borrowing SME    

As the previous chapter reported, 4 in 10 SMEs (39% YEQ2 2017) currently use external finance. Other 
data from this report allows for identification of those SMEs who seem firmly disinclined to borrow, 
defined as those that meet aallll of the following conditions:  

• Are not currently using external finance  

• Have not used external finance in the past 5 years  

• Have had no loan or overdraft borrowing events in the past 12 months 

• Have not applied for any other forms of finance in the last 12 months 

• Said that they had had no desire to borrow in the past 12 months 

• Reported no inclination to borrow in the next 3 months. 

 

These PPeerrmmaanneenntt  nnoonn--bboorrrroowweerrss made up 46% of SMEs (YEQ2 2017), and remained more likely to be 
found amongst the smaller SMEs, although not exclusively so (amongst SMEs with employees, 36% 
met the definition of a Permanent non-borrower): 

• 49% of 0 employee SMEs met this non-borrowing definition 

• 37% of 1-9 employee SMEs 

• 30% of 10-49 employee SMEs 

• 23% of 50-249 employee SMEs. 

 

Half of SMEs in the Health (53%) or Property/Business Services (49%) sectors met the definition of a 
Permanent non-borrower, compared to 37% of those in Agriculture. Those using a personal account for 
their business banking (54%) were also somewhat more likely to meet the definition. This means that the 
equivalent of 9% of all SMEs are Permanent non-borrowers who use a personal bank account. 

 



 

 86 

www.bdrc-continental.com 

Over recent quarters the proportion of PNBs has changed relatively little, as the table below shows. The 
exception was Q4 2016, where the proportion of PNBS fell to 41%, due to more SMEs reporting use of 
external finance. However, the proportion of PNBs increased again in 2017 and was 46% for Q2 2017: 

  
Permanent non-borrowers 

OOvveerr  ttiimmee  ––  aallll  SSMMEEss  
RRooww  ppeerrcceennttaaggeess  

QQ22  
22001155  

QQ33  
22001155  

QQ44  
22001155  

QQ11  
22001166  

QQ22  
22001166  

QQ33  
22001166  

QQ44  
22001166  

QQ11  
22001177  

QQ22  
22001177  

AAllll  SSMMEEss  4499%%  4466%%  4433%%  4499%%  4477%%  5500%%  4411%%  4477%%  4466%%  

0 employee 53% 50% 47% 52% 52% 52% 43% 51% 50% 

1-9 employees 38% 36% 33% 42% 34% 42% 36% 37% 35% 

10-49 employees 28% 30% 29% 28% 28% 36% 28% 27% 28% 

50-249 employees 26% 29% 28% 27% 24% 28% 25% 22% 17% 

 

If these PNBs are excluded from the ‘use of external finance’ table reported in the previous chapter, the 
proportion using external finance increases to three quarters of the remaining SMEs in Q2 2017. Typically 
around 7 in 10 SMEs (excluding the PNBs) have been using external finance over recent quarters:

  

Use of external finance in last 5 years 
OOvveerr  ttiimmee  ––  aallll  SSMMEEss  
eexxccll  PPNNBBss  
BByy  ddaattee  ooff  iinntteerrvviieeww  

QQ22  
22001155  

QQ33  
22001155  

QQ44  
22001155  

QQ11  
22001166  

QQ22  
22001166  

QQ33  
22001166  

QQ44  
22001166  

QQ11  
22001177  

QQ22  
22001177  

UUnnwweeiigghhtteedd  bbaassee::  33119955  33225588  33333388  22885544  33000088  22775555  33001177  33001111  33003388  

Use now 71% 66% 71% 64% 69% 68% 78% 67% 74% 

Used in past but 
not now 6% 7% 4% 5% 5% 6% 3% 7% 6% 

Not used at all  23% 27% 24% 31% 26% 26% 19% 25% 20% 

Q14/15 All SMEs  

  



 

 87 

www.bdrc-continental.com 

The table below looks at the long term changes in the proportion of SMEs meeting the definition of a PNB 
by key business demographics. Between 2012 and 2015 the proportion of PNBs increased from a third to 
almost a half of all SMEs and has been stable since: 

  
Permanent non-borrowers 

OOvveerr  ttiimmee  ––  aallll  SSMMEEss  
RRooww  ppeerrcceennttaaggeess  22001122  22001133  22001144  22001155  

  
22001166  

HH11  
22001177  

All 34% 40% 43% 47% 47% 46% 

0 emp 37% 44% 48% 51% 50% 51% 

1-9 emps 25% 28% 33% 36% 38% 36% 

10-49 emps 18% 22% 26% 29% 30% 27% 

50-249 emps 15% 17% 26% 28% 26% 20% 

Minimal external risk rating 31% 37% 41% 41% 42% 38% 

Low 29% 35% 44% 38% 43% 41% 

Average 36% 40% 45% 45% 46% 50%

Worse than average 34% 40% 43% 51% 48% 47% 

Agriculture 26% 37% 40% 41% 40% 37% 

Manufacturing 32% 41% 42% 43% 45% 39% 

Construction 33% 41% 45% 52% 45% 47% 

Wholesale/Retail 26% 32% 34% 38% 40% 39% 

Hotels & Restaurants 28% 33% 39% 40% 43% 42% 

Transport 29% 33% 40% 44% 45% 43% 

Property/ Business Services 38% 43% 46% 48% 51% 51% 

Health 47% 52% 54% 51% 56% 53% 

Other 37% 38% 46% 47% 45% 49%

All SMEs  
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As already  reported, since 2012, the proportion of all SMEs using external finance initially decreased 
and then stabilised, while the proportion that met the definition of a PNB increased and then stabilised. 
The table below shows that the relationship between these two elements is different over time for 
those with employees to those without: 

  

Use of external finance and PNBs 

OOvveerr  ttiimmee  
RRooww  ppeerrcceennttaaggeess  22001122  22001133  22001144  22001155  

  
22001166  

HH11  
22001177  

0 employees:       

• Use external finance 38% 35% 32% 32% 33% 33% 

• Permanent non-borrower 37% 44% 48% 51% 50% 51% 

All with employees       

• Use external finance 59% 57% 51% 51% 49% 52% 

• Permanent non-borrower 24% 27% 32% 35% 37% 34% 

All SMEs from 2012 

Amongst 0 employee SMEs, the proportion 
using external finance and the proportion that 
met the definition of a PNB were the same in 
2012. Between 2012 and 2015, use of external 
finance decreased and the proportion 
qualifying as PNBs increased, until there was a 
19 percentage point difference between them 
in 2015 (32% v 51%), with little change since 
(18 points for the first half of 2017). 

In 2012 twice as many SMEs with employees 
were using external finance (59%) as met the 
definition of a PNB (24%), a gap of 35 
percentage points. Between 2012 and 2016 

there was a decline in the proportion using 
external finance, and an increase in those 
meeting the definition of a PNB. As a result, the 
gap narrowed from 35 to 12 percentage points 
by the end of 2016. However, with use of finance 
increasing slightly in H1 2017 for this group, and 
the proportion of PNBs declining slightly, the gap 
has widened slightly to 18 points.  

PNBs are a major influence on the overall 
position of SMEs regarding access to, and 
appetite for, external finance. Additional analysis 
has therefore been conducted, to understand 
the types of SME that fit the PNB definition.
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The table below summarises the differences between PNBs and other SMEs on a range of key measures 
over time: 

  

PNBs 

OOvveerr  ttiimmee  
RRooww  ppeerrcceennttaaggeess  22001122  22001133  22001144  22001155  

  
22001166  

HH11  
22001177  

Made a profit:       

• PNBs 74% 73% 80% 82% 80% 83% 

• Other SMEs 66% 69% 74% 78% 80% 82% 

Hold £10k+ of credit balances:       

• PNBs 17% 14% 19% 23% 19% 22% 

• Other SMEs 16% 18% 21% 25% 24% 30% 

Minimal/Low risk rating:       

• PNBs 14% 15% 22% 21% 20% 18%

• Other SMEs 17% 17% 23% 28% 23% 23% 

International       

• PNBs 7% 10% 12% 13% 11% 15% 

• Other SMEs 12% 15% 19% 20% 16% 17% 

Innovative       

• PNBs 33% 32% 31% 31% 32% 31% 

• Other SMEs 43% 42% 42% 42% 41% 37% 

Plan to grow       

• PNBs - 43% 40% 38% 36% 36% 

• Other SMEs - 52% 52% 51% 50% 51% 

All SMEs from 2012 
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As the table above shows, there are some instances where differences between PNBs and non-PNBs 
have narrowed over time and others where they have widened: 

• In 2012, PNBs were more likely than non PNBs to have been profitable (74% v 66%). Over time, 
profitability has improved for both groups, but to a greater degree for the non-PNBs and so the 
‘gap’ is now closed (83% v 82% in H1 2017). 

• There is now less to choose between the two groups in terms of being international. In 2012, 
7% of PNBs were international compared to 12% of non-PNBs. By H1 2017 the proportion of 
PNBs that were international had doubled (to 15%), while for non-PNBs the proportion had 
initially increased to 20% but then reduced slightly to 17% for H1 2017. 

• PNBs have always been less likely to be innovative and this proportion has been stable over 
time (33% in 2012 to 31% in H1 2017). Amongst non-PNBs, the proportion that have innovated 
was stable 2012 to 2016 (41-43%) but somewhat lower in H1 2017 (37%), narrowing the gap 
to PNBs. 

• In 2012, PNBs were as likely to be holding £10,000 or more in credit balances as non-PNBs
(17% v 16%). Since then, the proportion of non-PNBs holding this sum has increased more 
rapidly (to 30% for H1 2017) compared to PNBs (to 22% for H1 2017), widening the gap 
between them. 

• Growth plans amongst the non-PNBs have been very stable over time, with half planning to 
grow. Amongst PNBs on the other hand, the proportion planning to grow has declined from 
43% to 36%, widening the gap between them and the non-PNBs.  
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To explore this further, and to understand 
which factors in combination predict a PNB, 
further detailed (CHAID) analysis was 
undertaken for the Q2 2017 report. All the 
usual business demographic variables (size, 
sector, region, growth, profitability etc) were 
included. The latest analysis is reported below, 
based on interviews in the year to Q2 2017 and 

shows the highest and lower groupings in each 
size band in terms of the proportion of PNBs.  

The key determinant, as it was last time, was 
size of business. Common issues across size 
bands included not seeing access to finance as 
a barrier, not planning to grow, lower levels of 
planning or innovation and agreeing that their 
plans were based on what they could afford:

 
  
YYEEQQ22  1177  FFaaccttoorrss  iinnccrreeaassiinngg  lliikkeelliihhoooodd  ooff  bbeeiinngg  aa  PPeerrmmaanneenntt  nnoonn  BBoorrrroowweerr    

0 employees 49% of 0 employee SMEs met the definition of a PNB. 

If they said that access to finance was not a barrier, that they plan to stay 
the same size, or get smaller, agreed that their current plans were based on 
what they can afford AND they were in the Property/Business Services or 
Health sector, then this proportion increased to 66%. 

If on the other hand they did see access to finance as a barrier and they 
had improved an aspect of the business, this proportion dropped to 5%. 

1-9 employees 37% of 1-9 employee SMEs met the definition of a PNB. 

If they had no 8-10 barriers identified for the business, no business plan, 
had not improved as aspect of the business and agreed that their plans 
were based on what they can afford, this proportion increased to 53%. 

On the other hand, if they identified barriers for the business and saw 
access to finance as a barrier, then 9% were PNBs 

10-49 employees 30% of 10-49 employee SMEs met the definition of a PNB. 

If they had no 8-10 issues identified for the business, no management 
accounts, they didn’t import and they were not a family business, this 
proportion increased to 54%. 

On the other hand if they identified access to finance as an issue and held 
some credit balances, but less than £10,000, the proportion decreased to 2% 

50-249 employees 23% of 10-49 employee SMEs met the definition of a PNB. 

If they had no 8-10 barriers identified for the business, broke even for the 
previous 12 months, agreed their current plans were based on what they 
can afford themselves and did not have a business plan, then this 
proportion increased to 80% (albeit of a small group) 

If they had any 8-10 barriers, planned to grow in the next year and had an 
average risk rating, then 2% were PNBs 
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PNBs by their very definition are not currently 
using external finance. Adding use of trade 
credit and injections of personal funds results in 
40% of PNBs using any ‘business funding’. If 
those who had injected personal funds and/or 
used trade credit were to be excluded from the 
PNB definition, the proportion of PNBs would 
reduce from 46% to 28% of all SMEs. 

These PNBs have indicated that they are 
unlikely to be interested in borrowing, based on 
their current views. At various stages in this 
report, therefore, we have provided an 
alternative to the ‘All SME’ figure, which 
excludes these Permanent non-borrowers and 
provided an alternative figure that might be 
described as ‘All SMEs with a potential interest 
in external finance’.
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Attitudes to finance  
Since Q3 2014 an increasing number of attitudinal statements have been included in the SME Finance 
Monitor to explore different aspects of demand for finance amongst SMEs. These are reported below 
for YEQ2 2017, with changes in levels of agreement over time reported later in this chapter. 

The first statement below has been asked consistently since Q3 2014. It assesses the extent to which 
SMEs are happy to use external finance to help the business grow. 0 employee SMEs were less likely to 
agree overall (35%) compared to around half of those with employees: 

  

“As a business we are happy to use external finance to help the business grow and develop” 

YYEEQQ22  1177––  aallll  SSMMEEss  TToottaall  
00    

eemmpp  
11--99  

eemmppss  
1100--4499  
eemmppss  

5500--224499  
eemmppss  

UUnnwweeiigghhtteedd  bbaassee::  1188,,000077  33660044  55880022  55880011  22880000  

Strongly agree 7% 6% 9% 10% 13% 

Agree 31% 29% 36% 40% 39% 

Neither/nor 23% 23% 22% 25% 29% 

Disagree 28% 29% 24% 20% 15% 

Strongly disagree 11% 12% 9% 6% 3% 

TToottaall  ‘‘AAggrreeee’’  3388%%  3355%%  4466%%  4499%%  5522%%  

Q238a5 All SMEs from Q3 2014 

Amongst those with employees, 46% agreed with this statement.  

Analysis by other demographics showed that: 

• There was little difference in levels of agreement by external risk rating (36-41%)  

• Younger SMEs were more likely to agree (42% of Starts and 45% of those trading for 2-5 years) 
than older ones (34% of those trading for 10-15 or 15+ years)  

• By sector, those in the Health (32%) and Other Community (33%) sectors were less likely to 
agree, but otherwise there was relatively little difference (37-43%).  

• Previous analysis revealed that a key predictor of being prepared to use finance to grow was to 
be already using external finance. Amongst those using finance, 49% agreed with this 
statement, compared to 31% of those not currently using external finance. 
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Those planning to grow were more likely to agree with this statement (45%) than those not planning 
to grow (32%). 

To understand this willingness to use external finance in more detail, additional analysis has been 
undertaken on this question. 

The table below allocates all SMEs to one of four categories, depending on whether they are currently 
using external finance and whether they agreed that they would be willing to use external finance in 
the future to help the business develop and grow:  

  

Combined analysis: Use of external finance and willingness to use in future 

YYEEQQ22  1177  ––  aallll  SSMMEEss  TToottaall  
00    

eemmpp  
11--99  

eemmppss  
1100--4499  
eemmppss  

5500--224499  
eemmppss  

UUnnwweeiigghhtteedd  bbaassee::  1188,,000077  33660044  55880022  55880011  22880000  

Use external finance and willing to use in future 19% 16% 27% 35% 39% 

Use external finance but not willing to use in future 20% 19% 21% 26% 28% 

Do not use it but willing to 19% 19% 19% 15% 13% 

Do not use it and not willing to 42% 45% 34% 26% 21% 

Q15/Q238a5 All SMEs  

The analysis shows that: 

• 1 in 5 SMEs (19%) were using external finance and agreed that they would be willing to use it in 
future, increasing by size of SME to 39% of those with 50-249 employees.  

• The remaining users of finance (20% of all SMEs) would not be willing to use finance in future (the 
equivalent of 51% of all users of finance).  

• A further fifth of all SMEs (19%) were not using external finance but agreed that they would be 
willing to use it to help the business develop and grow. This proportion declined slightly by size of 
SME to 13% of those with 50-249 employees. 

• The remainder, 4 in 10 SMEs (42%), were non-users of finance who would not be willing to use it in 
future and this was more common amongst 0 employee SMEs (45% compared to 21% of those 
with 50-249 employees). 8 in 10 of this group (79%) met the definition of a PNB. 

The other attitudinal statement introduced in Q3 2014 sought to understand the extent to which SMEs 
agreed that “their aim was to pay down debt and then remain debt free if possible”. In 2016, 7 in 10 SMEs 
(68%) agreed with this statement, with little variation by size, and this question has been rested in 2017.
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From Q3 2015 another statement was added to explore demand for finance further: “Our current plans 
for the business are based entirely on what we can afford to fund ourselves”. As the table below 
shows, 8 in 10 SMEs agreed with this statement, decreasing by size:  

  
“Our current plans for the business are based entirely on what we can afford to fund ourselves” 

YYEEQQ22  1177  ––  aallll  SSMMEEss  TToottaall  
00    

eemmpp  
11--99  

eemmppss  
1100--4499  
eemmppss  

5500--224499  
eemmppss  

UUnnwweeiigghhtteedd  bbaassee::  1188,,000077  33660044  55880022  55880011  22880000  

Strongly agree 39% 41% 34% 30% 26% 

Agree 42% 41% 45% 43% 40% 

Neither/nor 13% 13% 12% 15% 19% 

Disagree 6% 5% 7% 11% 13% 

Strongly disagree 1% 1% 1% 2% 2% 

TToottaall  ‘‘AAggrreeee’’  8811%%  8811%%  8800%%  7733%%  6666%%  

Q238a5 All SMEs from Q3 2015 

Amongst those with employees, 78% agreed with this statement.  

Analysis by other demographics showed that: 

• Agreement with this statement was slightly lower amongst those currently using external 
finance (77% v 83%).  

• There was little variation by age of business (80-82%) or sector (79-82%) or risk rating (79-
82%).  
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Two further demand related statements were added from Q1 2016. Both show levels of agreement 
declining by size. 

Half of SMEs said they never thought about using (more) external finance:  

  
“We never think about whether we could/should use more external finance” 

YYEEQQ22  1177  ––  aallll  SSMMEEss  TToottaall  
00    

eemmpp  
11--99  

eemmppss  
1100--4499  
eemmppss  

5500--224499  
eemmppss  

UUnnwweeiigghhtteedd  bbaassee::  1188,,000077  33660044  55880022  55880011  22880000  

Strongly agree 13% 13% 12% 10% 6% 

Agree 33% 34% 31% 29% 26% 

Neither/nor 23% 23% 24% 26% 29% 

Disagree 25% 24% 27% 29% 31% 

Strongly disagree 6% 6% 6% 6% 8% 

TToottaall  ‘‘AAggrreeee’’  4466%%  4477%%  4433%%  3399%%  3322%%  

Q238a5 All SMEs from Q1 2016 

 

Amongst those with employees, 42% agreed with this statement. 

Analysis by other demographics showed that: 

• Agreement was lower amongst SMEs currently using external finance (41% v 49%).  

• There was little variation in levels of agreement by risk rating (45-47%) or by age (44-48%) or 
by sector (43-48%).  
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7 in 10 SMEs were prepared to accept slower growth that was self-funded, again decreasing by size  
of SME: 

  

“We will accept a slower growth rate rather than borrowing to grow faster” 

YYEEQQ22  1177  ––  aallll  SSMMEEss  TToottaall  
00    

eemmpp  
11--99  

eemmppss  
1100--4499  
eemmppss  

5500--224499  
eemmppss  

UUnnwweeiigghhtteedd  bbaassee::  1188,,000077  33660044  55880022  55880011  22880000  

Strongly agree 25% 26% 24% 20% 18% 

Agree 45% 45% 45% 43% 37% 

Neither/nor 19% 19% 19% 23% 27% 

Disagree 9% 9% 10% 12% 16% 

Strongly disagree 2% 2% 2% 2% 2% 

TToottaall  ‘‘AAggrreeee’’  7700%%  7711%%  6699%%  6633%%  5555%%  

Q238a5 All SMEs from Q1 2016 

 

Amongst those with employees, 68% agreed that they would accept a slower self-funded growth rate.  

Analysis by other demographics showed that: 

• Those using external finance were only slightly less likely to agree that they preferred self-
funded growth (67% v 72%)  

• There was little variation by age of business (69-71%) or sector (67-73%) 

• There was a slight increase in levels of agreement by external risk rating (from 65% of those 
with a minimal risk rating to 72% of those with a worse than average rating) 
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In Q4 2016 a new statement was added “A fall in the cost of credit would not make us any more likely 
to consider applying for new external finance”. Combined results for Q4 2016 to Q2 2017 are shown 
below, with half of SMEs agreeing with the statement and little variation by size. 

  
“A fall in the cost of credit would not make us any more likely to consider applying for new 
external finance” 

QQ44  1166--QQ22  1177  ––  aallll  SSMMEEss  TToottaall  
00    

eemmpp  
11--99  

eemmppss  
1100--4499  
eemmppss  

5500--224499  
eemmppss  

UUnnwweeiigghhtteedd  bbaassee::  1133,,550077  22770044  44335522  44335511  22110000  

Strongly agree 16% 17% 16% 15% 13% 

Agree 34% 34% 36% 36% 34% 

Neither/nor 27% 27% 26% 26% 29% 

Disagree 17% 17% 18% 19% 20% 

Strongly disagree 5% 5% 4% 4% 3% 

TToottaall  ‘‘AAggrreeee’’  5511%%  5500%%  5522%%  5511%%  4477%%  

Q238a5 All SMEs from Q4 2016 

 

Amongst those with employees, 52% agreed that a fall in the cost of credit would not make them 
more likely to apply for finance.  

Analysis by other demographics showed that: 

• There was no difference in levels of agreement by whether the SME was already using finance 
(51% v 51%)  

• There was little variation by external risk rating (50-53%) and only limited variation by age of 
business (48-54%)  

• There was more variation in levels of agreement by sector, from 46% of those in Construction 
and Transport to 55% of those in Health or Property/Business services  
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With the changes and additions made to these statements, analysis over time is somewhat limited, 
but is shown here for half year periods from H2 2014 where available for each statement: 

  

Attitudes to finance 

OOvveerr  ttiimmee  ––  aallll  SSMMEEss  
AAllll  aaggrreeeeiinngg  ––  rrooww  ppeerrcceennttaaggeess  

HH22  
22001144  

HH11  
22001155  

HH22  
22001155  

HH11    
22001166  

HH22    
22001166  

HH11  
22001177  

Happy to use finance to help business grow 42% 45% 45% 43% 43% 33% 

Plans based on what can afford ourselves - - 80% 80% 80% 82% 

Accept slower growth rather than borrow - - - 71% 70% 70% 

Never think about using more external finance - - - 47% 40% 52% 

Fall in cost of credit would not encourage 
application 

- - - - - 52% 

Q238a5 All SMEs from H214 

As the table above shows, the proportion of SMEs willing to use finance to help the business grow was 
lower in H1 2017 (33%) than in previous periods (42-45%). As this statement can be seen as a key 
indicator of SME sentiment towards finance, further detail has been provided in this report. 

The table below shows the proportion of SMEs agreeing with this statement annually (the statement 
was first asked in Q3 2014 so H2 2014 is the initial data period reported). This shows that: 

• Larger SMEs have always been more willing to use finance to help the business grow than 
smaller SMEs. However, willingness to use finance amongst larger SMEs began to decline in 
2016, whereas for smaller SMEs it was stable in 2016 but declined in the first half of 2017. Note 
though that willingness to borrow amongst the largest SMEs with 50-249 employees recovered 
slightly in H1 2017 (to 54% for 51% in 2016) 

• There is relatively little difference in willingness to borrow by risk rating and all four groups 
have seen a decline over time 

• By sector, Agriculture and Wholesale/Retail were the most willing to borrow in H2 2014 and 
they were also the most willing to borrow in H1 2017, albeit at a lower level of agreement  

• PNBs were, as might be expected, always less likely to be willing to borrow, with 1 in 3 
expressing a willingness to borrow across H2 2014 to 2016. This then declined to 21% for the 
first half of 2017. For non-PNBs the pattern was similar at a higher level (half were willing to 
borrow across H2 2014 to 2016, then 44% in 2017). 

• Those already using external finance were amongst the most likely to be willing to use it in future 
(54-56% across H2 2014 to 2016) but again willingness to borrow was lower in H1 2017 (46%). 
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Happy to use finance to help business grow – % agree 

OOvveerr  ttiimmee  ––  aallll  SSMMEEss  
RRooww  ppeerrcceennttaaggeess  

HH22    
22001144  22001155  

  
22001166  

HH11  
22001177  

All 42% 45% 43% 33% 

0 emp 39% 43% 41% 30% 

1-9 emps 49% 51% 49% 42% 

10-49 emps 56% 57% 52% 47% 

50-249 emps 57% 58% 51% 54% 

Minimal external risk rating 38% 48% 45% 33% 

Low 41% 45% 42% 36% 

Average 39% 45% 41% 32% 

Worse than average 43% 47% 45% 35% 

Agriculture 49% 51% 44% 42% 

Manufacturing 47% 48% 42% 38% 

Construction 41% 44% 46% 30% 

Wholesale/Retail 51% 51% 44% 41% 

Hotels & Restaurants 48% 47% 46% 38% 

Transport 39% 47% 43% 38% 

Property/ Business Services 42% 45% 42% 32% 

Health 32% 39% 43% 20% 

Other 35% 39% 39% 30% 

PNB 31% 36% 34% 21% 

Not a PNB 50% 53% 51% 44% 

Use external finance 54% 56% 54% 46% 

Q238a54 All SMEs  
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Finally, a statement amended in Q3 2015 concerning interest rates. Previously, 3 in 10 SMEs agreed 
that they would struggle if interest rates were to rise by 2% or more. The revised statement asked 
SMEs whether they would struggle if their cost of borrowing were to increase by this amount. To reflect 
this, the table below is based just on those SMEs that are currently using external finance: 

  

“If our cost of borrowing were to increase by 2% or more, the business would be struggling” 

YYEEQQ22  1177  ––  aallll  SSMMEEss  uussiinngg  eexxtteerrnnaall  ffiinnaannccee  TToottaall  
00    

eemmpp  
11--99  

eemmppss  
1100--4499  
eemmppss  

5500--224499  
eemmppss  

UUnnwweeiigghhtteedd  bbaassee::  99668811  11331100  22883366  33556666  11996699  

Strongly agree 5% 5% 6% 4% 4% 

Agree 20% 20% 21% 17% 14% 

Neither/nor 27% 28% 24% 25% 29% 

Disagree 37% 36% 38% 43% 40% 

Strongly disagree 11% 11% 12% 11% 14% 

TToottaall  ‘‘AAggrreeee’’  2255%%  2255%%  2277%%  2211%%  1177%%  

Q238a5 All SMEs from Q3 2015 using external finance 

Amongst those using external finance a quarter (25%) felt they would struggle if the cost of borrowing 
were to rise by 2% or more, declining slightly by size of SME to 17% of those with 50-249 employees.  

Amongst those with employees 26% agreed that they might struggle.  

Analysis by other demographics showed that: 

• Those with a worse than average risk rating were more likely to agree they would struggle 
(29% v 20-23% for the other risk ratings) 

• This was also the case for younger SMEs (30% of Starts agreed and 28% of those trading 2-5 
years compared to 22-26% of older SMEs)  

• By sector, 32% of those in the Transport sector and 30% in Hotels and restaurants felt they 
would struggle compared to 21% in Property/Business Services and 23-28% of other sectors  
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A further statement looked at willingness to be 
referred to an alternative lender. When the 
question was last reported for YEQ4 2016, 4 in 
10 SMEs (38%) agreed that “If our bank were 
unable to help us with the finance we needed, 
we would be happy for them to pass on our 
request to an alternative lender”, with 

relatively little variation by size. This question 
was added ahead of the launch of the referral 
system and the new lending platforms. From 
Q1 2017 awareness and use of these new 
platforms has been monitored and so this 
question is no longer asked. 

 

 

 




