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The “Ethnic Minority Businesses and Access to Finance” report was published in July 2013 by the 
Department for Communities and Local Government. It found that there was no evidence of racial 
discrimination by banks, however, ethnic minority businesses disproportionately faced challenges which 
make access to finance more difficult, including: collateral shortages, poor credit worthiness (as assessed 
through credit-scoring), lack of formal savings, poor financial track record and language barriers.  

One of the actions resulting from this review was “to fund the independent research group BVA BDRC 
to extend the Small and Medium sized Enterprise Finance Monitor to conduct research on ethnic 
minority businesses’ experience of accessing finance and, through funding from Barclays, HSBC, Lloyds 
and RBS” 

This is the fourth such report, providing analysis of SME Finance Monitor data by the ethnicity of the 
owner, senior partner or majority shareholder and covering data for the period Q1 2019 to Q2 2020. 
Ethnicity has been asked on the Monitor since Q2 2012 and this report is an update on the first report 
which covered the period Q2 2012 to Q2 2013, the second which covered Q1 2013 to Q2 2014 and the 
third which covered Q1 2015 to Q2 2016. It is anticipated that further reports will be published. 

This report includes an extra introduction from an external, academic, perspective. Professor Richard 
Roberts and Professor Monder Ram have reviewed this report and provide their thoughts based on their 
extensive experience of this area of SME Finance. 

The report and dataset and the extra introduction have all been produced independently of 
government, finance providers and business organisations. In producing this report, and also the half-
yearly reports covering UK-wide results, BVA BDRC is advised by a steering group whose membership is 
listed below, but BVA BDRC retains full and complete editorial control of the dataset and reports. 

More details of the full report can be found at www.sme-finance-monitor.co.uk. 

Shiona Davies 
Editor , The SME Finance Monitor 
March 2021 
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The Survey Steering Group comprises representatives of the following: 

Association of Chartered Certified Accountants 

Barclays Bank 

UK Finance 

Dept. for Business, Energy and Industrial Strategy 

Federation of Small Businesses 

Forum of Private Business 

HM Treasury 

HSBC 

Lloyds Banking Group 

Royal Bank of Scotland 

Santander 
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FUNDING ETHNIC MINORITY SMES IN THE UK – AN EXTERNAL 
PERSPECTIVE 
Over the last three decades, the research evidence base concerning the UK’s ethnic minority business 
population has expanded but still has considerable scope for improvement. The impact of COVID-19 on 
the fragile economic and business conditions faced by many ethnic minority entrepreneurs has 
provided a further wake-up call on this issue. A number of studies have illustrated that the industrial 
mix of many ethnic minority business communities – with an emphasis on low value-added services 
especially –has led to a disproportionately harsh economic impact for some. Nevertheless, the diversity 
of the UK’s ethnic minority business population is very marked. Not all sectors face such a harsh 
economic impact from a COVID-19 led recession; many others are innovative, fast growing, 
entrepreneurial and play a strong role in UK exporting. Overall, in 2018/19 the ethnic minority-led 
business community alone reported a GVA of over £25 billion – similar to major cities such as 
Birmingham, or twice that of Liverpool, equal in size to the pharmaceutical and chemical sector and 
twice that of agriculture.1 

As we move away from a COVID-19 led recession, it is probably more critical than ever that we fully 
understand the diversity of the UK’s business population. This way, we can help all communities to 
maximise their business potential, as well as offer appropriate short to medium term aid to overcome 
economic and social distress. 

The issue of access to finance has long been recognised as an important part of the debate 
surrounding the business environment for support ethnic minority entrepreneurs in the UK. Many 
entrepreneurs and business advisers, of course, would argue the same would apply to all small firms 
regardless of ethnicity. Rather, since the late 1990s in the UK, a series of research studies have 
examined the widely –held anecdotal opinion of ethnic minority business owners and advisers that this 
community faces additional issues in this regard.2  This could range from problems with language and 
access to support services to, in extreme cases, suggestions of outright discrimination – which would 
be illegal – by individuals or corporate bodies.  These allegations have obviously been directed towards 
the larger high street banks, although in recent years this has widened out to newer forms of debt 
providers and financial products.  

Reflecting on the experience of early research on access to finance for ethnic minority firms in the 
1990s, the Bank of England’s special report on this issue in 1999 highlighted the particular problems in 
researching this problem, particularly highlighting the need to establish clear differences between 
ethnic minority firms and the rest of the business population.3 Two issues in particular were seen as 
critical (and remain so still).  First, the need to provide a large enough sample of firms to study with 
enough information to control for key variables in the business profile or personal circumstances of the 
individual entrepreneurs to rule out non-ethnic explanations in the variation of results. Second, the 
need to cope with the huge range of diversity within the ethnic minority population (that is itself 

 
1 FSB, Unlocking Opportunity, 2020; British Business Bank, 2020 
2 For example, FPB, Private Businesses and Their Banks, 1998 
3 Bank of England, The Financing of Ethnic Minority Firms in the UK – A Special Report, 1999 
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evolving over time). These problems are obviously linked and compounded by the lack of an official 
definition of ethnic minority firms for statistical and research purposes.  

Without a comprehensive solution to these issues, all quantitative research in this area will be subject 
to producing potentially misleading results, particularly these relying on bivariate analysis without 
comprehensive sample mix adjustment. For example, if you compare a group of firms with the same 
age, industrial activity and sales growth this will not fully reflect the information held on the applicant 
by a bank. To its credit, the UK finance sector has been at the forefront of trying to address these 
problems. Notably in response to the Bank of England’s report in 1999 the British Bankers Association 
(BBA) sponsored a three year independent review of access to finance for ethnic minority firms.  The 
innovative nature of this research was the first attempt to collect some bank specific data split 
between an ethnic customer and a white control group.  At the same time, data quality was still an 
issue so the researchers also undertook extensive interviews amongst business owners, advisers and 
bank staff. 

The final report from 2002 provided some comfort for the banking industry in that any suggestion of 
illegal discrimination was largely ruled out. However, the conclusions did point to a large information 
and understanding gap between ethnic minority communities and the finance sector that needed 
addressing. In part, the strength of the report came from the qualitative information to supplement 
the gaps in the evidence base and it was recognised that more quantitative data would be needed 
going forward to monitor developments.4 

The following years saw the pilot version of UK SME Finance Monitor. As part of the response to the 
Global Financial Recession, the survey became an ongoing part of the evidence base. The Monitor 
offered the opportunity to develop a more comprehensive survey of SME finance, including a split by 
ethnic minority group.  The results in this BDRC report essentially update previous special reports into 
finance for ethnic minority SMEs drawn from the previous waves of the UK SME Finance Monitor.5 

This ongoing interest in ethnic minority business finance through the UK SME Finance Monitor is 
welcome and the results presented here continue to support key findings of previous research, notably: 

• Overall, ethnic minority SMEs on average are very ambitious, report high growth rates and innovate 
more than non-ethnic minority SMEs. Also, while ethnic minority SMEs report greater interest in 
funding growth through debt, they appear to apply only in similar proportions to non-ethnic firms, 
and still actually use external finance only in line with the SME average; 

• Nevertheless, the variation in business characteristics, ambition and performance vary more 
between ethnic minority sub groups than between ethnic minority and non-ethnic minority SMEs as 
a whole 

• As in previous BDRC surveys, although analysis remains hindered by small sample sizes, ethnic 
minority SMEs overall have a lower success rate for finance applications, even when adjusting for 
some key demographic variables (although some ethnic minority sub groups had higher success 
rates than non-ethnic minority firms). 

 
4 BBA, Ethnic Minority Businesses in the UK: access to finance and business support, 2002 
5 For example, BDRC, SME Finance Monitor: Ethnic Minority Firms, 2017 – covering 4 waves to Q1 2016 
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For many, this final conclusion remains of the most concern both in terms of legal and moral duty as 
well as maximising economic and social potential. Nevertheless, as recognised by the authors of this 
report, the conclusions are still severely constrained by their ability to highlight the specific role – if any 
– played by ethnic minority background in access to finance issues by data quality and sample size 
problems despite attempts to mix adjust the sample base.  

The same constraint was evident with the publication of the initial SME Finance Survey undertaken by 
Warwick Business School6. At the time, the Ethnic Minority Business Taskforce supported by its 
sponsoring department (the DTI/Small Business Service) commissioned an additional independent 
research project using econometric analysis specifically looking at issues such as credit denial and 
discouragement. This follow on project provided reassurance that the variation in credit application 
success rates had nothing to do with the ethnic minority background of the applicant. Rather, 
outcomes were determined more by straightforward risk factors (such as credit history and collateral) 
regardless of ethnic minority group. However, the results highlighted the real damage to the ethnic 
minority business community caused by the perception of discrimination and the knock on effect of 
high levels of application discouragement, ensuring many viable projects never went forward.7 While 
still controversial for some, these conclusions were integrated into a number of policy reviews after 
2009/2010 and formed the basis of a useful consensus between finance providers, policy makers and 
the ethnic business community for much of the last decade.8 

Hence, while the updated results from this BDRC study are useful they are still incomplete. A more 
complete analysis on a par with 2009/10 is required, not least because of the heightened interest the 
role entrepreneurship might play in tackling racial inequality9. This requirement is even more necessary 
because of the significant changes in the supply side environment the finance sector over the last 
decade. As is the case in other countries already, such as the USA and Canada, this is also something 
that should repeated, perhaps every five years. 

Finally, it is worth remembering the thoughts of the respected Bank of England Governor Lord Eddie 
George who said he did not think the finance sector was discriminating deliberately against anyone, 
but he still highlighted the perception of discrimination was even more damaging and needed 
addressing. Two decades on, we should applaud his foresight and encourage everyone to act more 
forcefully than ever on his sage advice.’ 

 

Professor Richard Roberts MBE,     Professor Monder Ram OBE 
Professorial Research Fellow     Director 

Centre for Research in Ethnic Minority Entrepreneurship, Aston University 

 

 
6 Finance for Small and Medium Sized Enterprises - A report on the 2004 UK Survey of SME Finances by Warwick Business School.  
7 Fraser, Is their Ethnic Discrimination in the UK Market for SME Credit, ISBJ, 2009 
8 DCLG, Ethnic Minority Firms and Access to Finance, 2013 (Stunnell Report) 
9 Ethnic minority entrepreneurship features in the work of the No 10  Commission on Race and Ethnic Disparities 
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This report provides key headline findings for SMEs based on the ethnic background of the owner, 
major shareholder or leading partner, split into four groups: Mixed, Asian, Black, and Chinese/Other 
(this latter group is very small and has been included in the tables but not the commentary). The 
categories that make up each of these groupings are detailed at the end of the report. 5% of all SMEs 
were in one of these groups. Results are drawn from the 27,016 interviews conducted for the SME 
Finance Monitor between Q1 2019 and Q2 2020. The majority of responses are shown on this 
combined basis, to provide as robust a base size as possible. In some instances, questions have 
changed, or been added more recently, or rested in Q2 2020 to allow for more Covid related 
questioning, and in these instances the base sizes will be smaller. 

It should be noted that the sample design for the SME Finance Monitor focuses on size, sector and 
region and the data is weighted to be representative of all SMEs in England and the devolved nations. 
From this, ethnic minority SMEs can be identified from the responses they provide (see full question 
text at the start of the data table section) but there are no specific quotas for ethnic minority SMEs and 
all interviews are conducted in English.  

Each chapter provides information on the views and behaviours of SMEs, split into an overall ethnic 
minority SME metric and the individual ethnic groups listed above, as previous work shows that there 
are differences between ethnicities that need to be considered, rather than treating them as one 
homogenous group. Analysis for this report has shown that, across a range of key data, results for one 
or more ethnicities are statistically significantly different from the overall. Where such differences 
cannot be explained by a difference in the profile of SMEs concerned, this is stated, but it should not be 
assumed that ethnicity is the cause of such differences – a more detailed description of the analysis 
process, and the ‘health warning’ that comes with it, is provided below. 

This report focuses on the period Q1 2019 to Q2 2020. Where key questions have been asked 
consistently over time, the data from the previous reports is included to show how, if at all, behaviour 
and perceptions have changed since the last report. This is shown as a series of time periods (eg Q1 
2013 to Q2 2014) and on occasions this has meant a slight overlap in these time periods (namely Q1 
and Q2 of each year). 

How to use this report 

Information on each region / devolved nation is provided in three formats, so that it can be accessed in 
the way most useful to users: 

1. A summary section which provides data on 8 key metrics for each ethnic minority group, plus a 
pen portrait of where that group is significantly different from its peers once the profile of SMEs 
has been taken into account. Where such differences cannot be explained by a difference in the 
profile of SMEs in that group, this is stated, but it should not be assumed that ethnicity is the 
cause of such differences – a more detailed description of the analysis process, and the ‘health 
warning’ that comes with it, is provided below. 
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2. Following the structure of the main report, there are four chapters, one for each topic. For each 
question, analysis is provided of which ethnic minority SMEs are most or least likely to report a 
particular action or view and the extent to which there is commonality of view across 
ethnicities (which is often the case). A final fifth chapter looks at the immediate impact of Covid 
19 across Q1 and Q2. Due to smaller base sizes, this is reported for ethnic minority SMEs as a 
whole. At the start of each chapter there is a summary of the significant differences for ethnic 
minority SMEs as a whole, once the profile of SMEs has been taken into consideration 

3. At the back of the report, an Appendix contains the full data tables on which the report is 
based (numbered to reflect the section in which the data is reported) providing detailed 
comparative data across all regions and devolved nations. 

A number of summary terms and definitions are used. They are included at the back of the report, with 
the relevant tables of results. 
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UNDERSTANDING THE ETHNIC CONTEXT – A HEALTH WARNING 
This report provides information on each of the four ethnic groups specified and for SMEs overall. 
Analysis for this report has shown that, across a range of key data, results for one or more ethnicities 
are statistically significantly different from the UK overall.  

It is important though to view these ethnic differences in context, firstly by accounting for any 
differences between the demographic profile of SMEs led by those from these ethnic backgrounds 
(such as the business age, size, or risk rating) and the national profile, which might explain why SMEs 
led by a given ethnicity have different results from the overall. The full list of demographics taken into 
account is provided at the end of this section, and some of the data analysed passed this 
‘demographics’ test.  

More detailed analysis was therefore done for the most important variables including past financial 
behaviour, current use of external finance, likely future financial behaviour and growth prospects, to 
identify which ethnicities were statistically significantly different from the overall picture. Where an 
ethnicity is statistically significantly different to the overall picture for one of these key variables, once 
demographics are taken into account, this is reported in the management summary section.  

The existence of such statistically significant ethnic differences, even once the profile of SMEs has been 
taken into account, should not however be taken to mean that ethnicity is the cause of the difference 
per se: business demographics in themselves only explain a proportion of the variance in results, and 
there are other factors which will impact on, for example, success rates when a facility is applied for. 
These include those that cannot be fully covered within the questionnaire, such as how well the 
application is presented to the bank and that bank’s perception of, and willingness to lend to, that 
business or sector. 

Other, broader, issues may be affecting results: for example, whilst quotas are set and controlled at a 
broad sector level, the mix of different business types within a broad sector may vary eg the mix of 
small sub-contract builders and Civil Engineers within the Construction sector. Similar issues may exist 
across other matched variables. 

The fortunes of most SMEs are also linked to the local economies in which they operate and regional 
economic performance/prospects vary. ONS data show, for example, that economic deprivation at a 
very local level is spread widely across all regions and none of this can be reflected in the survey. So, if 
a large local employer opens up/contracts this will impact upon the sales and business environment of 
all local firms in a number of ways. This report can therefore only highlight the existence of such 
differences, not fully explain them. 
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The questions used as part of the demographics ‘test’ are: number of employees, external risk rating, 
sector, age of business, growth plans, profit/loss, credit balances held, growth in past 3 years, and 
business owner demographics (gender, age, and years running a business), whether the financial 
decision maker has had training, business formality (business plans etc.), and self-reported credit 
problems. Note that when one of these factors is the one being tested for significance it is removed 
from the ‘test’ before that analysis is run and then returned afterwards. 

 

It should also be noted that in some instances the base size for an individual ethnic group allows only a 
qualitative assessment to be made. This is usually where the base size is below 100, and again this has 
been highlighted in the text. 
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This section provides an overview of the way in which ethnic minority SMEs are significantly different, 
as a group, from their peers, which is also shown at the beginning of each chapter. This is then 
followed by a snapshot of each ethnic group, showing performance against 8 key metrics and a pen 
portrait of each group. This provides a summary of those areas where SMES of that ethnic background 
are significantly different to their peers, once the profile of SMEs in the group has been taken into 
consideration. Finally in this section we review some additional analysis on success rates for 
applications for external finance, which highlight some of the complexities in this area. 

The key to the colour coding in the tables is as follows: 

Significantly higher than the market   

Higher but not significantly so    

In line with the market    

Lower but not significantly so    

Significantly lower than the market   

 

This provides a quick visual summary for each ethnic group and whether it is more or less likely to 
report key behaviours and attitudes. The pen portrait then provides a wider assessment of statistically 
significant differences for that ethnic group against its peers, once the profile of its SMEs has been 
taken into account. 

 

All ethnic minority SMEs 

Have grown 40%  Differences for ethnic minority SMEs overall are explained at the 
start of each chapter and summarised in the key metrics here 

Profitable 68%  

Innovate 42%  

International 17%  

Ambitious risk taker 39%  

Happy to borrow to grow 42%  

Use finance 41%  

Plan to apply 20%  
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Mixed SMEs 

Have grown 40%  Mixed (race) SMEs were less likely to be a Start-up, to have a 
minimal or low external risk rating or to have made a profit, but 
more likely to have an owner aged under 50. They were less 
likely to plan or to innovate, but more likely to be international. 

They were less likely to use external finance, or trade credit, or 
business funding, or to say that £10k of credit balances/trade 
credit reduced their need for finance. They were more likely to 
meet the definition of an “Ambitious risk taker” 

They are more likely to be planning a growth related activity but 
to see political uncertainty and access to finance as future 
barriers and to expect to be a Future would-be seeker of 
finance. They were less likely to be aware of the support 
initiatives available. 

Profitable 65%  

Innovate 42%  

International 27%  

Ambitious risk taker 42%  

Happy to borrow to grow 41%  

Use finance 28%  

Plan to apply 13%  

  

 

Asian SMEs 

Have grown 42%  Asian SMEs were more likely to have employees, be a Start-up 
and to have an owner under 50 but were less likely to be led by 
a woman.  They were less likely to have made a profit, or to 
have a business plan, or to trade internationally, but more likely 
to have innovated. They were also more likely to have a high 
level of trust in their bank and in the banking industry. 

They were more likely to have £10,000 or more in credit 
balances and to use Trade credit and also more likely to say 
that say that £10k of credit balances/trade credit reduced their 
need for finance. They were more likely to be happy to borrow 
to grow, less likely to be a Permanent non-borrower, and more 
likely to be an Ambitious Risk Taker, albeit they are also more 
likely to be feeling cautious due to the future being uncertain. 

Looking forward they were more likely to be planning a growth 
related activity but also to see the current economic climate, 
changes in the value of sterling and recruiting/retaining staff as 
barriers, and were less likely to be aware of support initiatives 
or crowd funding, but had a higher future appetite for finance. 

Profitable 70%  

Innovate 44%  

International 16%  

Ambitious risk taker 37%  

Happy to borrow to grow 44%  

Use finance 49%  

Plan to apply 23%  
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Black SMEs 

Have grown 38%  Black SMEs were less likely to be a Start-up, to have a minimal 
or low external risk rating, to have made a profit or to trade 
internationally. They were more likely to have an owner under 
50, staff from overseas and a business plan. They were also 
more likely to have a high level of trust in their bank and in the 
banking industry and more likely to use a personal account for 
their business banking. 

They were less likely to be using external finance and more 
likely to have seen an injection of personal funds, but they are 
more likely to be happy to borrow to grow and to be an 
Ambitious Risk Taker, albeit they are also more likely to be 
feeling cautious due to the future being uncertain. 

Looking forward, they were more likely to be planning growth 
related activities, but also more likely to see political 
uncertainty, changes in the value of sterling, issues recruiting 
or retaining staff and access to finance as barriers, but less 
concerned about legislation/regulation and cash flow as 
barriers. They are more likely to have a future appetite for 
finance, both planning to apply or as a Future would-be seeker. 

Profitable 61%  

Innovate 40%  

International 12%  

Ambitious risk taker 50%  

Happy to borrow to grow 40%  

Use finance 38%  

Plan to apply 18%  

  

 

APPLICATIONS FOR FINANCE 
On very limited base sizes (meaning that results can only be reported for ethinic minority SMEs as a 
whole) analysis showed that ethnic minority SMEs were less likely to end the process with a facility 
(46% v 74% of all applications), primarily because they were less likely to be offered the facility they 
wanted (35% v 67% overall). Meanwhile 52% were declined for a facility compared to 22% overall. 

Statistical analysis showed that these differences existed once basic demographics were controlled for 
and further analysis suggested that ethnic minority SMEs that were young and growing and developing 
rapidly might be less likely to be successful with an application for finance, while those exporting, 
holding Intellectual Property, with £10,000 or more of credit balances or a female owner, might be 
more likely to be successful. The SME Finance Monitor cannot provide data on every aspect of a 
business that might help to inform this analysis and understanding of what is a complex issue, 
something that would be better explored qualitatively, as has happened in the past. 
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CHAPTER SUMMARY 

Significant differences for ethnic minority SMEs overall, once key variables were 
controlled for:  

• Ethnic minority SMEs were more likely to have employees, to have staff from 
overseas (EU and non-EU), an owner aged under 50 and a person in charge of 
the finances who has been trained. 

• They were also more likely to hold £10,000 or more of credit balances, to have 
a high level of trust in both their bank and the banking industry and to use a 
personal account for their business banking. 

• They were less likely to have been trading for 10 years or more, to have a 
minimal or low external risk rating, to have a female owner or to have made a 
profit, although they were more likely to say that improving their profit margins 
is a key priority. 
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1. CONTEXT (TABLES 1A-1N) 
 
Q1 2019-Q2 2020 Context  

Size of business While most ethnic minority SMEs had 0 employees (71%) this was slightly less 
than for SMEs overall (75%). 26% had 1-9 employees (v 20% overall) and this 
was slightly more likely to be the case for Asian SMEs (29%). 

Sector Ethnic minority SMEs were found across all sectors but more markedly in 
Wholesale/ Retail (20% v 10% overall) and were less likely to be in 
Construction (7% v 19% overall). 

Region Most ethnic minority SMEs were based in England (96% v 88% overall) and 
this was more likely to be the case for all groups with the exception of 
Chinese SMEs (81% with 10% in Scotland v 2% of ethnic minority SMEs). 

Within England, half of ethnic minority SMEs were based in London (50%). 

Age of business  Ethnic minority SMEs were typically younger: 27% were Starts (v 20% overall) 
and 24% had been trading for 2-5 years (v 13% overall), with little variation 
by group. 

External risk rating 16% of ethnic minority SMEs had a minimal or low external risk rating, lower 
than for SMEs overall (23%). Asian SMEs were the most likely to have such a 
rating (20%) while Mixed SMEs were the least likely (11%). Ethnic minority 
SMEs were somewhat more likely to have a worse than average risk rating 
(53% v 44% of SMEs overall) with little variation by group. 

The proportion of all SMEs with a minimal/low rating increased from 16% for 
Q2 12-Q2 13 to 24% for Q1 15-Q2 16 and has remained broadly stable since 
(22-23%). Amongst ethnic minority SMEs, the proportion with such a rating 
increased only slightly over time, and remained lower than for SMEs overall 
(from 12% for Q2 12-Q2 13 to 16% for Q1 15-Q2 16 and stable since). 

Profitability  
(excl DK) 

Ethnic minority SMEs were less likely to have made a profit (68% v 82% of all 
SMEs) and more likely to have made a loss (15% v 8% overall), notably Mixed 
SMEs (26%). 

The proportion of all SMEs making a profit increased from 69% Q2 12-Q2 13 
to 82% Q1 19-Q2 20. Ethnic minority SMEs also saw an increase in the 
proportion reporting a profit (56% to 68% over the same time period) but 
profitability remained at lower levels than for SMEs overall. 

Ethnic minority SMEs were slightly more likely to say that improving their profit 
margins was a key priority (49% v 42% overall) and this was more likely to be 
the case for Mixed SMEs (57%) who were less likely to have been profitable. 

Continued 
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Continued 

Past growth 
(excluding Starts) 

40% of ethnic minority SMEs had grown in the last 12 months (v 36% of all 
SMEs) with little difference by group. They were as likely as SMEs generally to 
have declined (20% v 20% overall), notably Black SMEs (27%).  

1 in 5 ethnic minority SMEs (19%) had achieved scale up growth of 20%+ for 
3 consecutive years, and this was also in line with SMEs overall (21%). 

Over time, since 2012, a stable 4 in 10 of all SMEs had grown (40-42%) albeit 
the proportion in the latest period was somewhat lower (36% for Q1 19-Q2 
20). Amongst ethnic minority SMEs, the proportion that had grown was 
initially slightly lower (36% for Q1 14-Q2 15) but has been stable at 40-41% 
since then. 

How business has 
developed over 
time (excluding 
Starts) 

Overall, 25% of SMEs said that their business had developed significantly over 
the previous 3 years and this was slightly more likely to be the case for ethnic 
minority SMEs (29%), notably Mixed SMEs (34%). 

Most of the rest, 64% of all SMEs, said that their business was recognisably 
the same, and this was also the case for ethnic minority SMEs (60%). 

1 in 10 SMEs (11%) said that they had retrenched to their core business and 
this was also the case for ethnic minority SMEs (11%). 

NB This question was rested for Q2 2020, so the results reported here are 
based on Q1 19 to Q1 20. 

Credit balances 
(excl Dk and 
refused) 

Most SMEs have some credit balances (4% have none) and this is also the case 
for ethnic minority SMEs (5% have none). 

Around half of SMEs hold less than £5,000 of credit balances (54%) and this 
was slightly more likely to be the case for ethnic minority SMEs (60%), notably 
Mixed SMEs (71%). 

A quarter of SMEs hold more than £10,000 of credit balances (24%) and this 
was slightly less likely to be the case for ethnic minority SMEs (20%), although 
Asian SMEs were in line with the market (24%). 

The equivalent of 11% of all SMEs said that they had £10,000 or more of credit 
balances and it reduced their need for external finance. Amongst ethnic 
minority SMEs the proportion was 9%. 

 

The proportion of all SMEs holding £10,000 or more of credit balances 
increased from 15% in Q2 12-Q2 13 to 25% in Q1 17-Q2 18 and was then 
stable in the current period (24%). A similar pattern was initially seen for ethnic 
minority SMEs (14% in Q2 12-Q2 13 to 20% in Q1 14-Q2 15) but with no 
subsequent increases (20% in the current period). Asian SMEs did though  
see a steadier increase over time (from 17% Q2 12-Q2 13 to 24% in the  
current period). 

Continued 
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Business owners 
and financial 
experience 

Ethnic minority SME owners / managing partners were more likely to be aged 
under 50 (61% v 47% overall) and this was more likely to be the case for 
those running Black or Mixed SMEs (both 64%). 

They were as likely to be run by a woman (20% v 22% of all SMEs) although 
this was less likely to be the case in Asian SMEs (14%). 

Ethnic minority SMEs were more likely to have someone in charge of the 
finances with a financial qualification (40% v 28% of all SMEs). 

Planning Ethnic minority SMEs were more likely to have a business plan (33% v 28% 
overall) and to produce management accounts (46% v 41% overall) and thus 
more likely to undertake any “planning” (61% v 56% of all SMEs) with Asian 
(63%) and Black (64%) SMEs slightly more likely to plan. 

Over time the proportion of all SMEs that planned was stable (53-56%) and this 
was also the case for ethnic minority SMEs, and at a higher level (60-62%). 

International Ethnic minority SMEs were as likely to be exporting (8% v 9% overall) but 
slightly more likely to be importing (15% v 11% overall). They were as likely to 
be “international”, ie importing and/or exporting (17% v 15% overall), with 
Mixed SMEs more likely to do so (27%). 

The proportion of SMEs trading internationally increased from 11% Q2 12-Q2 
13 to 15% Q1 14-Q2 15 and has been stable since. Ethnic minority SMEs saw 
an initial increase in international activity from 14% Q2 12-Q2 13 to 22% Q1 
13-Q2 14, but the proportion has declined slightly since (17% in the current 
period) due to fewer Asian SMEs trading internationally. 

Ethnic minority SME employers were more likely to have staff from overseas 
(29% v 16% of all SME employers) and for these to be from the EU (23% v 
15%) or elsewhere in the world (16% v 6%). Black SME employers were the 
most likely to have staff from overseas (40%). 

Innovation Ethnic minority SMEs were more likely to have improved an aspect of the 
business in the previous 3 years (37% v 32% overall) and slightly more likely 
to have launched a new product or service (19% v 15% overall). Overall they 
were more likely to have been “innovative” (42% v 37% overall).  

The proportion of all SMEs being innovative declined from 39% Q2 12-Q2 13 
to 33% Q1 17-Q2 18 but then increased to 37% in the current period. Ethnic 
minority SMEs have typically been more likely to be innovative but followed 
the same pattern of decline and recovery (from 42% Q2 12-Q2 13 to 34% Q1 
17-Q2 18 and then 42% in the current period). 

Mentor Ethnic minority SMEs were as likely to have a mentor to advise their business 
(13% v 12% overall), with Mixed SMEs slightly more likely to have one (18%) 
and Black SMEs somewhat less likely (9%). 

Trust in bank and 
banking 

Ethnic Minority SMEs had similar levels of trust in their main bank (58% had a 
high level of trust v 55% overall) and a slightly higher level of trust than their 
peers in the banking industry overall (32% v 26% overall). 
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CHAPTER SUMMARY 

Significant differences for ethnic minority SMEs overall, once key variables were 
controlled for:  

• Ethnic minority SMEs were less likely to be using finance and more likely to have 
seen an injection of personal funds, or to say that having £10,000 of credit 
balances/ trade credit reduced their need for finance. 

• They were less likely to meet the definition of a Permanent non-borrower, more 
likely to be happy to borrow to grow and to meet the definition of an 
“Ambitious risk taker”, but also more likely to be being cautious as the future 
feels uncertain and to feel that it would be difficult for businesses like them to 
get finance. 
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2. FINANCIAL MATTERS (TABLES 2A-2J) 
 
Q1 2019- Q2 2020 Financial matters  

Use of external 
finance 

Ethnic Minority SMEs were as likely to be using external finance as their peers 
(43% v 41% overall), with Asian SMEs more likely to be using finance (49%) 
and Mixed SMEs somewhat less likely (28%). 

Over the time periods reported, use of finance amongst all SMEs declined 
somewhat from 41% in Q2 12–Q2 13 to 36% Q1 15-Q2 16 but then increased in 
the most recent period to 41%. Amongst ethnic minority SMEs use of finance 
was initially somewhat higher (46% v 41% overall in Q2 12–Q2 13) but then 
declined over time to 36% for Q1 15-Q2 16, in line with SMEs overall. There was 
also a similar increase in the use of finance in the current period, to 43%. 

Core forms of 
finance 

34% of ethnic minority SMEs were using one or more of the core forms of 
finance (17% a bank overdraft, 9% a bank loan or commercial mortgage and 
17% a credit card) and this was in line with SMEs overall where 35% were 
using core finance (20% a bank overdraft, 8% a bank loan or commercial 
mortgage and 16% a credit card). 

Over time, use of core finance amongst all SMEs declined from 34% in Q2 12-Q2 
13 to 29% Q1 14-Q2 15 and then remained stable until increasing again in the 
current period to 35%. Amongst ethnic minority SMEs, use of core finance was 
initially slightly higher (37% in Q2 12-Q2 13), but then declined in line with SMEs 
overall (to 26% Q1 15-Q2 16) before increasing in the current period. 

Other forms of 
finance 

16% of ethnic minority SMEs were using one or more of the other forms of 
finance recorded, including 10% using leasing/HP/vehicle finance, and this was 
in line with SMEs overall where 15% were using other forms of finance (and 
10% were using leasing/HP/vehicle finance). 

Use of other forms of finance amongst all SMEs has been broadly stable (15-
17% except for Q1 17-Q2 18 when 13% were using such finance). Amongst 
ethnic minority SMEs, use of other forms of finance was stable and slightly 
higher than for SMEs overall  (19-20% to Q1 15-Q2 16) then declined slightly 
(16% Q1 17-Q2 18 and for the current period). 

Injections of 
personal funds 

33% of ethnic minority SMEs reported an injection of personal funds – 19% 
chose to do so to help the business grow while 15% felt that they had to. This 
was somewhat higher than for SMEs overall, where 25% reported an injection 
of personal funds, with 13% choosing to and 12% feeling they had no choice. 
Black SMEs were most likely to report an injection of funds (47%, with 30% 
choosing to). 

Amongst all SMEs, injections of personal funds declined from 42% Q2 12-Q2 
13 to 28% Q1 14-Q2 15, then remained stable until a further decline to 25% in 
the current period. Injections of personal funds amongst ethnic minority SMEs 
have always been higher than for SMEs overall, but also declined (from 50% 
Q2 12-Q2 13 to 37% Q1 14-Q2 15), then stabilised, before declining again to 
33% in the current period. 

Continued  



2. FINANCIAL MATTERS 

www.bva-bdrc.com 

28 

Continued 

Main business 
account 

Most SMEs used a business bank account (87%) and this was also true for 
ethnic minority SMEs (86%), albeit it was less likely to be the case for Black 
SMEs (76%). 

Trade credit 39% of ethnic minority SMEs used trade credit, slightly higher than for SMEs 
overall (36%) due to 45% of Asian SMEs using trade credit. Ethnic minority 
SMEs were also somewhat more likely to say this trade credit reduced their 
need for finance (29% v 26% of SMEs overall) and again this was more likely 
to be the case for Asian SMEs (34%). 

Credit balances 
and/or trade credit 
reducing need for 
external finance 

A quarter of SMEs held more than £10,000 of credit balances (24%) and this 
was slightly less likely to be the case for ethnic minority SMEs (20%), but they 
were slightly more likely to be using trade credit (39% v 36% overall). 

The equivalent of 35% of all ethnic minority SMEs said that their need for finance 
was reduced either by £10k+ of credit balances or trade credit, in line with SMEs 
overall (33%). This was more likely to be the case for Asian SMEs (41%). 

Business funding The term “business funding” covers any use of external finance, or trade 
credit, or injections of personal funds. Under this metric, 71% of ethnic 
minority SMEs were using business funding, compared to 67% of SMEs overall, 
with higher use amongst Asian SMEs (76%). 

Permanent non-
borrowers 

By contrast, Permanent non-borrowers are those SMEs that seem disinclined 
to borrow – they are not using finance, have not applied for any and show no 
appetite to apply for any. Ethnic minority SMEs were less likely to meet the 
definition of a PNB (34%) than SMEs overall (43%), ranging from 30% of Asian 
SMEs to 42% of Mixed SMEs. 

The proportion of SMEs overall that met the definition of a PNB increased from 
36% Q2 12-Q2 13 to 47% in both Q1 15-Q2 16 and Q1 17-Q2 18, before 
declining slightly to 43% in the current period. Ethnic minority SMEs have 
always been less likely to meet the definition, but followed the same pattern, 
increasing from 28% Q2 12-Q2 13 to 42% in Q1 15-Q2 16 and then declining 
to 34% in the current period. 

Attitudes to 
finance 

A range of attitude statements around risk and use of finance showed  
some similarities but also key differences between SMEs overall and ethnic 
minority SMEs. 

Like SMEs overall, ethnic minority SMEs agreed that their plans were based on 
what they could afford (82% v 82% overall), that they would accept a slower 
rate of growth rather than borrow to grow more quickly (73% v 75% overall) 
and that if the cost of credit increased they would be less likely to apply (53% 
v 52% overall). 

Ethnic minority SMEs showed a greater appetite for finance: 42% agreed that 
they were happy to use finance to grow (v 29% overall), while 43% agreed 
that they never think about using more finance (v 51% overall). However, they 
were somewhat more likely to agree that it felt difficult to get finance (47% v 
40% overall).  

Continued  
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 Ethnic minority SMEs were also more likely to be feeling cautious in the face of 
an uncertain future (72% v 58% overall and 76% amongst Black SMEs). 

Over time, statements have been added and amended, so comparisons are 
limited. The proportion of all SMEs that were happy to borrow to grow declined 
from 43% in Q1 14-Q2 15 to 29% in the current period. Ethnic minority SMEs 
also saw a decline , but at agreement remained at a higher level (57% in Q1 
14-Q2 15 to 42% in the current period). 

Ambitious risk 
takers 

Two further attitude statements allow for the identification of “Ambitious  
risk takers”.  

• Ethnic minority SMEs were more likely to say that they were prepared to 
take risks to succeed (54% v 42% of SMEs overall)  

• They were much more likely to say that they had ambitions to be a 
significantly bigger business (57% v 37% overall). 

39% of ethnic minority SMEs agreed with both of these statements and thus 
met the definition of an ART, compared to 24% of SMEs overall. While Mixed 
SMEs were the most likely to agree with each statement (60% and 67%), 
Black SMEs were the most likely to agree with both and thus meet the 
definition of an ART (50% v 42% of Mixed SMEs). 

Current and future 
use of finance 

Based on their current use of finance and their willingness to borrow to grow, 
SMEs can be placed in one of four categories: 

• 16% were using finance and happy to borrow to grow. This was more 
likely to be the case for ethnic minority SMEs (22%) and notably Asian 
SMEs (26%) 

• 13% were not using finance but would be happy to do so in future. Again 
this was more likely to be the case for ethnic minority SMEs (20%) and 
notably Mixed SMEs (27%) 

• 24% of all SMEs were using finance but would not be willing to borrow to 
grow. Ethnic minority SMEs were somewhat less likely to be in this 
category (21%) 

• Finally, 47% of all SMEs were neither using finance nor happy to borrow to 
grow. Ethnic minority SMEs were less likely to be in this category (37%), 
ranging from 33% of Asian SMEs to 44% of Mixed SMEs. 
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CHAPTER SUMMARY 

Significant differences for ethnic minority SMEs overall, once key variables were 
controlled for: 

• Ethnic minority SMEs were less likely to have been offered what they wanted 
when they applied and less likely to have ended the process with a facility. 

• Further modelling analysis showed that success rates for ethnic minority SMEs 
were lower than would be predicted based on the known characteristics. This 
does not mean that ethnicity is the cause of this variance, just that it cannot be 
explained by the other available demographics. 

 

  



3. NEED FOR FINANCE AND APPLICATION OUTCOME 

www.bva-bdrc.com 

32 

3. NEED FOR FINANCE AND APPLICATIONS MADE (TABLES 3A-3E) 
 
Q1 2019-Q2 2020 Need for finance  

Need for finance A minority of SMEs reported having had a need for finance in the previous 12 
months and this was also the case for ethnic minority SMEs (5% v 4% overall), 
with 3% going on to apply for finance as a result of that need (v 2% overall). 

Borrowing events Ethnic minority SMEs were as likely to report any type of borrowing event (15% 
v 13% overall), with Black SMEs the most likely to report an event (23%). 

Ethnic minority SMEs were as likely as their peers to have reported a Type 1 
borrowing event for new or renewed finance (5% v 3% overall), or the 
automatic renewal of an overdraft facility (8% v 8% overall) or the 
repayment/cancellation of a facility (3% v 3% overall). 

Financial behaviour 
in past 12 months 

As mentioned above, ethnic minority SMEs were as likely as others to report a 
borrowing event (15% v 13% overall). They were also as likely to have been a 
Would-be seeker of finance, ie an SME that had wanted to apply for finance 
but something had stopped them (2% v 1% overall). Most had been a Happy 
non-seeker of finance (82% v 85% overall). 

The proportion of SMEs reporting a borrowing event declined from 21% Q2 
12-Q2 13 to 16% Q1 14-Q2 15 and then remained stable until a further slight 
decline in the current period (to 13%). Ethnic minority SMEs saw a longer 
decline in borrowing events, from 23% Q2 12-Q2 13 to 12% Q1 17-Q2 18 but 
a slight increase in borrowing events in the latest period (to 15%). 

The proportion of Would-be seekers declined over time, from 8% Q2 12-Q2 13 
to 1% in the current period. Ethnic minority SMEs have typically been slightly 
more likely to have been a Would-be seeker (12% in Q2 12-Q2 13) but this 
proportion has declined over time and is now in line with SMEs overall (2%). 
Black SMEs saw the most marked decline over time, from 20% Q2 12-Q2 13 
to 1% currently. 

Meanwhile the proportion of Happy non-seekers, who had not applied for 
finance and said nothing had stopped them from doing so, increased from 
71% Q2 12-Q2 13 to 85% currently. Initially ethnic minority SMEs were 
somewhat less likely to have been a Happy non-seeker (64% Q2 12-Q2 13) 
but, as overall, the proportion has increased over time, and they are now in 
line with their peers (82% currently). 

Nature of 
applications made 

On very limited base sizes, applications from ethnic minority SMEs were as 
likely to have come from a first time applicant (47% v 50% of all applications) 
and to have been made in the name of the business (88% v 83% of all 
applications). They were slightly more likely to have been made online (61% v 
47% of all applications). 

Continued 
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Outcome of 
applications made 

Base sizes for this analysis are very limited and can only be reported for 
ethnic minority SMEs as a whole. The analysis period has also been extended 
to cover applications made from Q1 2017 to Q2 2020 and reported between 
Q1 2018 and Q2 2020. 

This showed that ethnic minority SMEs were less likely to end the process with 
a facility (46% v 74% of all applications), primarily because they were less 
likely to be offered the facility they wanted (35% v 67% overall). Meanwhile 
52% were declined for a facility compared to 22% overall. 

Analysis showed that these differences existed once basic demographics 
were controlled for, however, base sizes are limited and the SME Finance 
Monitor survey cannot include questions on every aspect of an SME that 
might be pertinent to an application for finance. Further analysis suggested 
that ethnic minority SMEs that were young, growing and developing rapidly 
might be less likely to be successful with an application, while those 
exporting, holding Intellectual Property, with £10,000 or more of credit 
balances or a female owner, might be more likely to be successful. 
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CHAPTER SUMMARY 

Significant differences for ethnic minority SMEs overall, once key variables were 
controlled for:  

• Ethnic minority SMEs were more likely to be planning growth related activities 
but also to see barriers to running the business, including political uncertainty, 
the current economic climate, changes in the value of sterling, recruiting and 
retaining staff and access to finance. 

• They were more likely to have an appetite for finance, either planning to apply 
or as a Future would-be seeker but less likely to be aware of the support 
initiatives available or of crowd funding. 
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4. THE FUTURE (TABLES 4A-4J) 
Unlike other SMEFM reports, this section is based on the same 18 month periods as used in the other 
chapters in order to maximise the base sizes available. 

 
Q1 2019-Q2 2020 The future  

Growth activities Ethnic minority SMEs were much more likely to be planning growth related 
activities (53%) than SMEs overall (36%), with the key differences for taking 
on more staff (30% v 17%) and developing a new product or service (25% v 
14%). Mixed (65%) and Black (63%) SMEs were the most likely to be planning 
such activities. 

NB This question was rested for Q2 2020, so the results reported here are 
based on Q1 19 to Q1 20. 

Growth plans 54% of ethnic minority SMEs planned to grow in the coming year, somewhat 
higher than the 46% of SMEs overall due to the higher growth aspirations of 
Mixed (59%) and Black (58%) SMEs. 

Over time, just under half of all SMEs have planned to grow (44-49%). Growth 
aspirations amongst ethnic minority SMEs have always been higher at 54-
55% with the exception of Q1 14-Q2 15 and Q1 15-Q2 16 when more of these 
SMEs planned to grow (60-61%). 

Key obstacles to 
running the 
business 

The top 3 barriers to running the business for all SMEs were the current 
economic climate, political uncertainty and legislation/regulation, with 38% of 
SMEs mentioning one or more of these as a major barrier. Ethnic minority SMEs 
were slightly more likely to mention any of these top 3 barriers (42%), due to 
more of them perceiving the economic climate as a barrier (31% v 25% 
overall), and also political uncertainty (29% v 24% overall). Mentions of 
legislation/regulation on the other hand were in line (18% v 19% overall). 

58% of ethnic minority SMEs rated one or more of all the factors tested as a 
major barrier, compared to 49% of SMEs overall, and this was more likely to be 
the case for Mixed SMEs (63%). As well as more mentions for the top 3 barriers, 
ethnic minority SMEs were also more likely to see changes in the value of 
sterling (18% v 12% overall), recruiting and retaining staff (14% v 8% overall) 
and access to finance (12% v 7% overall) as barriers. 

Key obstacles over 
time  

The economic climate has always been a key barrier but the proportion of 
SMEs citing it as a major barrier declined from 32% Q2 12-Q2 13 to 13% Q1 
15-Q2 16, before increasing again to 25% in the current period. Ethnic 
minority SMEs followed a similar pattern but have always been more likely to 
cite the economic climate as a barrier, declining from 40% Q2 12-Q2 13 to 
18% Q1 15-Q2 16, before increasing again to 31% in the current period. 

Political uncertainty has increased in importance since its more recent 
introduction as a barrier, from 10% Q1 15-Q2 16 to 24% in the current period. 
Again, ethnic minority SMEs followed a similar pattern but have always been 
more likely to cite political uncertainty as a barrier, increasing from 14% Q1 
15-Q2 16 to 29% in the current period. 

Continued  
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 Legislation and regulation saw a more gradual increase over time, amongst 
SMEs generally, from 13% Q2 12-Q2 13 to 19% in the current period. 
Amongst ethnic minority SMEs the proportion seeing this as a major barrier 
declined from 15% Q2 12-Q2 13 to 11% Q1 15-Q2 16 but has increased again 
since to 18% in the current period. 

Ethnic minority SMEs have been more likely than SMEs generally to see access 
to finance as a major barrier. For Q2 12-Q2 13, 20% of ethnic minority SMEs 
saw access to finance as a barrier compared to 11% of SMEs overall. This then 
declined for both groups to 13% and 5% respectively for Q1 15-Q2 16 and 
has been stable since. 

Future plans for 
finance 

Ethnic Minority SMEs were more likely to be planning to apply for 
new/renewed facilities (20% v 12% overall) and also slightly more likely to 
meet the definition of a Future would-be seeker (17% v 14% overall). As a 
result they were less likely to meet the definition of a Future happy non-
seeker of finance (63% v 74% overall). 

Future plans for 
finance over time  

The proportion of all SMEs planning to apply for finance declined slightly over 
time, from 14% Q2 12-Q2 13 to 11% Q1 17-Q2 18 and 12% for the current 
period. Ethnic minority SMEs were more likely to have had plans to apply, with 
a stable 22-23% planning to do so until Q1 17-Q2 18 when 18% were 
planning to apply, then 20% in the current period. 

The proportion of SMEs overall that were Future would-be seekers declined 
from 21% Q2 12-Q2 13 to 12% Q1 15-Q2 16 and has been stable since (14% 
in the current period). Ethnic minority SMEs were initially more likely to be a 
Future would-be seeker of finance (27% Q2 12-Q2 13) but that proportion 
then declined to be back in line with SMEs overall (13% Q1 14-Q2 15) before 
increasing slightly to 17% for each of the last 2 periods, slightly higher than 
for SMEs overall. 

As a result of this higher appetite for finance, ethnic minority businesses have 
been less likely to meet the definition of a Future happy non-seeker of finance 
than their peers, although the size of this group has increased over time, from 
51% in Q2 12-Q2 13 to 63% currently for ethnic minority SMEs and from 65% 
to 74% for SMEs overall. 

Use and future use 
of finance  

Based on their current use of finance and their plans to apply, SMEs can be 
placed in one of four categories: 

• 8% were using finance and planned to apply. This was more likely to be 
the case for ethnic minority SMEs (11%)  

• 3% were not using finance but had plans to apply, again this was more 
likely to be the case for ethnic minority SMEs (9%)  

• 32% of all SMEs were using finance but had no plans to apply. Ethnic 
minority SMEs were as likely to be in this category (32%) 

• Finally, 56% of all SMEs were neither using finance nor planning to apply 
for any. Ethnic minority SMEs were less likely to be in this category (48%), 
ranging from 40% of Asian SMEs to 66% of Mixed SMEs. 
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Future would-be 
seekers - barriers 

The key barrier to application amongst Future would-be seekers was a 
reluctance to borrow in the current climate, albeit mentioned slightly less by 
ethnic minority SMEs (55% v 69% overall), who were more likely to cite 
discouragement (19% v 11% overall). In almost all cases this was indirect 
discouragement where the SME assumes the bank will not lend and so does 
not ask.  

Ethnic minority SMEs were as likely to cite issues with the process of 
borrowing (10% v 10% overall) or the principle of borrowing (5% v 4% overall) 
as their peers. 

Confidence bank 
would lend  

Ethnic minority SMEs were slightly less confident that their bank would say yes 
if/when they applied for finance (52% v 57% overall), ranging from 55% of 
Asian SMEs to 45% of Mixed SMEs. 

Confidence amongst ethnic minority SMEs planning to apply was lower than 
for such SMEs overall (39% v 51% overall) and this was also the case for 
Future would-be seekers (29% v 39% overall) who were the least confident of 
success. The highest level of confidence was displayed by Future happy non-
seekers where there was no difference between ethnic minority SMEs and 
SMEs overall (62% v 61%). 

Support initiatives Ethnic minority SMEs were as likely to be aware of any of the initiatives tested 
(71% v 70% overall) ranging from 81% of Black SMEs to 60% of Mixed SMEs. 
They were though slightly less likely to be aware of 4 or more of the initiatives 
tested (20% v 25% overall and 13% for Mixed SMEs). 

Awareness of individual initiatives was in line with SMEs overall, with the 
exception of the British Business Bank (12% v 18% overall) and EFGS (10% v 
18% overall). 

NB This question was rested for Q2 2020, so the results reported here are based 
on Q1 19 to Q1 20. 

Crowd funding 
(excl PNBs) 

Ethnic minority SMEs were somewhat less likely to be aware of crowd funding 
(44% v 50% overall), with Asian SMEs less likely to be aware (39%). Current 
usage was low, as it was overall (2% v 3% of all SMEs), but amongst those 
aware, a higher proportion of ethnic minority SMEs would consider using this 
form of funding (41% v 34% overall). 

NB This question was rested for Q2 2020, so the results reported here are 
based on Q1 19 to Q1 20. 

Equity finance 
(Companies only) 

Awareness of equity finance amongst ethnic minority SMEs (36%) was in line 
with SMEs overall (37%) and they gave very similar answers in terms of using 
/planning to use (4% v 3% overall), not thinking it was a suitable form of 
finance for them (20% v 19%), not being willing to give up control (11% v 
12%) and not knowing where to start with this form of finance (2% v 3%) 

NB This question was rested for Q2 2020, so the results reported here are 
based on Q1 19 to Q1 20. 
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CHAPTER SUMMARY 

Smaller sample sizes for individual quarters make it harder to identify 
statistically significant changes, but the impact of Covid 19 on ethnic minority 
SMEs can be summarised as follows:  

• Like their peers, most ethnic minority SMEs said they had already been 
impacted by the pandemic, but they were slightly more likely to feel that the 
worst was to come and that future sales will be below 50% of normal, perhaps 
explaining why they were more likely to describe their mood as “poor” and to 
agree that they were being cautious because the future feels uncertain. 

• That said, they were more likely to report both innovation and growth than 
their peers, and whilst planned growth has been hit, they remained more likely 
to be planning to grow than their peers. 

• Ethnic minority SMEs were increasingly likely to have had an injection of 
personal funds and also to report increasing future appetite for finance, 
whether planning to apply or the increasing proportion expecting to be a Future 
would-be seeker of finance. 
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5. COVID-19 (TABLES 5A-5B) 
This new section takes an initial look at the impact of Covid 19, both from new questions introduced in 
Q2 2020 and also by tracking some existing market metrics across 2019 as a whole and then Q1 and 
Q2 2020 individually. 

 
Q2 2020 The impact of Covid 19  

Immediate impact 
of pandemic 

The majority of ethnic minority SMEs had been impacted by the pandemic 
(88% v 87% of all SMEs), but they were slightly less likely to say sales were 
down by more than 50% (60% v 67% overall). They were as likely to say that 
they had staff on furlough (38% of ethnic minority employers v 37% overall). 

Ethnic minority SMEs were slightly less likely to have taken, or to be planning to 
take, advice to help them through the current situation (32% v 36% overall). 

Future impact Ethnic minority SMEs were slightly more likely to think the worst was still to 
come (54% v 51%) and to expect their future sales to be less than 50% of 
normal trading (62% v 56%).  

They were though slightly less likely to report the double impact of current 
sales being 50% or more lower than normal and future sales predicted to be 
at this level, or indeed non-existent (43% v 46%). 

Current mood Ethnic minority SMEs were more likely to describe their mood as “poor” (58% 
v 49% overall) and less likely to score a positive 7+ out of 10 (20% v 25%). 

 

 
Over time The impact of Covid 19 on other metrics 

Growth 

The proportion of all SMEs reporting growth declined slightly from 37% for 
2019 to 34% in Q2 2020. The proportion of ethnic minority SMEs that had 
grown was 40% in 2019, then dropped to 32% in Q1 2020 but an increase to 
45% meant that in Q2 2020 ethnic minority SMEs were more likely to be 
reporting growth than their peers.  

Looking forward, the proportion of all SMEs planning to grow declined 
dramatically, from 52% in 2019 to 24% in Q2 2020. The same was true for 
ethnic minority SMEs. In 2019, 63% were planning to grow but by Q2 2020 
this had reduced to 28%, but remained somewhat ahead of the market. 

Funding The proportion of all SMEs using external finance declined from 45% in 2019 
to 30% in Q2 2020 and the same was true for ethnic minority SMEs (46%  
to 33%).  

Continued 
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Continued 

 Meanwhile the proportion meeting the definition of a Permanent non-
borrower initially increased from 42% in 2019 to 51% in Q1 2020 and then 
reduced again to 41% as more SMEs qualified as Future would-be seekers of 
finance. Amongst ethnic minority SMEs, the proportion of PNBs has declined 
steadily, from 36% in 2019 to 28% in Q2 2020, as more SMEs expressed 
future appetite for finance. 

There has been an increase in the proportion of SMEs reporting an injection of 
personal funds (24% in 2019 to 28% in Q2 2020). Ethnic minority SMEs 
remained more likely to have seen such an injection of funds (32% in 2019 to 
37% in Q2 2020) than their peers. 

Amongst SMEs overall there has been a slight increase in the proportion 
holding £10k+ of credit balances (23% in 2019 to 28% in Q2 2020) and the 
proportion of ethnic minority SMEs with such sums is also higher in Q2 2020 
(27%) than it was in 2019 (20%) but with a slight dip in Q1 2020 (15%). 

Business formality There has been an increase in innovation since 2019 amongst SMEs overall 
(35% to 42% in Q2 2020) and more markedly amongst ethnic minority SMEs 
(38% to 55%).  

Over the same period fewer SMEs have been planning (60% to 45%) but 
levels of planning amongst ethnic minority SMEs have held up better (63%  
to 56%). 

The proportion of SMEs trading internationally has remained stable (16% to 
14%) but in Q2 2020 more ethnic minority SMEs said that they were trading 
internationally (25% from 16% in 2019). 

Attitudes There has been a marked increase in the proportion of SMEs being cautious 
due to the future feeling uncertain (from 55% in 2019 to 77% in Q2 2020) 
and this is even more the case for ethnic minority SMEs (65% to 91%). 

The proportion of all SMEs happy to borrow to help the business grow has 
remained stable (29% in 2019 to 31% in Q2 2020), but has increased for 
ethnic minority SMEs (40% to 49%) and remains higher than for SMEs overall. 

Future finance 
plans 

The proportion of all SMEs planning to apply for finance increased to 16% in 
Q2 2020 from 11% in both 2019 and Q1 2020. Ethnic minority SMEs were 
more likely to say they are planning to apply and also saw an increase, from 
17% in 2019 to 27% in Q1 2020 and then 23% in Q2 2020. 

There was also a marked increase in Q2 2020 in the proportion of Future 
would-be seekers, from 11% in 2019 to 23%. Ethnic minority SMEs saw an 
even more marked increase, from 13% in 2019 to 32% in Q2 2020. 

Finally, the increase in any appetite for finance resulted in a reduction in the 
proportion of Future happy non-seekers, from 78% in 2019 to 60% in Q2 
2020. Ethnic minority SMEs, with a higher potential appetite for finance, saw a 
more marked reduction from 70% to 45%. 
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The following question (with appropriate permission sought beforehand) is asked to establish the 
ethnicity of the owner / partner(s) / majority shareholder. These are then grouped into 4 broader 
categories: Mixed, Asian, Black and Chinese/other: 

Q 144, ASK ALL: 
Please can you tell me which category best describes... 

IF SOLE PROPRIETOR (CODE 1) AT Q12, READ TEXT: your / the owner's ethnic background? 

IF PARTNERSHIP (CODE 2 OR 3) AT Q12, READ TEXT: the ethnic background of the partners or majority of 
the partners? 

IF LIMITED COMPANY (CODE 4) AT Q12, READ TEXT: the ethnic background of the majority shareholder? 

Reassure if necessary: This is being collected purely for analysis purposes, and will be kept confidential 
along with the other data you have provided. 

READ OUT IF NECESSARY, SINGLE CODE.   
 (67) 
White – British  ...................................................................................................................................................... 1  
White – Irish .......................................................................................................................................................... 2  
Any other white background ............................................................................................................................. 3  
Mixed – White and Black Caribbean ................................................................................................................. 4  
Mixed – White and Black African ...................................................................................................................... 5  
Mixed – White and Asian .................................................................................................................................... 6  
Mixed – Any other mixed background ............................................................................................................. 7  
Asian or Asian British – Indian ........................................................................................................................... 8  
Asian or Asian British – Pakistani ...................................................................................................................... 9  
 
 (68) 
Asian or Asian British – Bangladeshi ................................................................................................................ 0  
Asian or Asian British – Any other Asian background .................................................................................. 1  
Black or Black British – Caribbean ..................................................................................................................... 2  
Black or Black British – African .......................................................................................................................... 3  
Black or Black British – Any other Black background .................................................................................... 4  
Chinese or ethnic group – Chinese ................................................................................................................... 5  
Chinese or ethnic group – Other ethnic group ............................................................................................... 6  
(DO NOT READ OUT) Prefer not to say   ........................................................................................................... 7  
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1. CONTEXT (TABLES 1A-1N) 

TABLE 1A SECTOR 
 
Q1 2019-Q2 2020 – Sector  

% of all 
SMEs All EMB Mixed Asian Black Chinese 

Agriculture, Hunting and Forestry; 
Fishing 

3% * * 1% * - 

Manufacturing 5% 4% 2% 4% 4% 2% 

Construction 19% 7% 5% 7% 11% * 

Wholesale and Retail Trade; Repairs 10% 20% 10% 25% 13% 21% 

Hotels and Restaurants 4% 4% 5% 4% 2% 13% 

Transport, Storage and 
Communication 

12% 16% 14% 22% 7% 3% 

Real Estate, Renting and Business 
Activities 

27% 28% 29% 22% 39% 38% 

Health and Social work 7% 9% 8% 7% 17% 9% 

Other Community, Social and Personal 
Service Activities 

12% 12% 26% 9% 7% 14% 

 

 

TABLE 1B NUMBER OF EMPLOYEES 
 
Q1 2019-Q2 2020 – All SMEs  Total All EMB Mixed Asian Black Chinese 

Unweighted base: 27,016 989 173 603 150 63* 

0 employees 75% 71% 72% 68% 77% 73% 

1-9 employees 20% 26% 24% 29% 22% 21% 

10-49 employees 4% 3% 4% 3% 1% 6% 

50-249 employees 1% 1% * 1% * 1% 

Q7 All SMEs 
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TABLE 1C DEVOLVED NATIONS 
 
Q1 2019-Q2 2020 – All SMEs  Total All EMB Mixed Asian Black Chinese 

Unweighted base: 27,016 989 173 603 150 63* 

England 88% 96% 98% 96% 99% 81% 

Scotland 6% 2% 2% 1% * 10% 

Wales 4% 1% * 2% * 6% 

Northern Ireland 2% * * * * 3% 

All SMEs 

 

TABLE 1C ENGLISH REGIONS – DETAIL 
 
Q1 2019-Q2 2020 – All SMEs  Total All EMB Mixed Asian Black Chinese 

Unweighted base: 27,016 989 173 603 150 63* 

England 88% 96% 98% 96% 99% 81% 

• London 18% 50% 42% 50% 60% 39% 

• South East 16% 9% 10% 8% 11% 11% 

• South West 10% 3% 6% 3% 1% * 

• East 10% 8% 11% 8% 8% 1% 

• East Midlands 7% 4% 1% 6% 3% 1% 

• West Midlands 7% 9% 14% 9% 7% 9% 

• North East 3% 2% 3% 1% 2% * 

• North West 10% 6% 6% 5% 4% 15% 

• Yorkshire & Humber 7% 5% 5% 6% 3% 4% 

All SMEs 
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TABLE 1D AGE OF BUSINESS 
 
Q1 2019-Q2 2020 – All SMEs  Total All EMB Mixed Asian Black Chinese 

Unweighted base: 27,016 989 173 603 150 63* 

Starts (<2 yrs) 20% 27% 16% 32% 25% 18% 

2-5 yrs 13% 24% 30% 20% 26% 32% 

6-9 yrs 13% 11% 12% 12% 8% 4% 

10-15 yrs 16% 17% 19% 14% 20% 26% 

15 yrs + 38% 22% 23% 22% 21% 21% 

Q13 All SMEs 
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TABLE 1E EXTERNAL RISK RATING 
External risk ratings have been supplied for almost all completed interviews by D&B or Experian, the 
sample providers. Risk ratings are not available for around 15% of respondents, typically the smallest 
ones, but also around a quarter of those of Black or Chinese ethnicity. D&B and Experian use slightly 
different risk rating scales, and so the Experian scale has been matched to the D&B scale as follows: 

 

 
Q1 2019-Q2 2020 – All SMEs  Total All EMB Mixed Asian Black Chinese 

Unweighted base: 24,493 869 153 531 130 55* 

Minimal 7% 4% 2% 6% 3% 4% 

Low 16% 12% 9% 14% 11% 9% 

Average 33% 30% 36% 29% 30% 20% 

Worse than average 44% 53% 53% 52% 56% 68% 

All SMEs where risk rating provided 

 

 
All SMEs over time 
Minimal/Low Risk rating Total All EMB Mixed Asian Black Chinese 

Q2 2012 to Q2 2013 16% 12% 10% 14% 6% 14% 

Q1 2013 to Q2 2014 18% 11% 7% 13% 9% 27% 

Q1 2014 to Q2 2015 23% 15% 14% 17% 9% 16% 

Q1 2015 to Q2 2016 24% 16% 16% 18% 8% 26% 

Q1 2017 to Q2 2018 22% 14% 14% 16% 8% 16% 

Q1 2019 to Q2 2020 23% 16% 11% 20% 14% 13% 
  

 
D&B Experian 

1 Minimal Very low/Minimum 

2 Low Low 

3 Average Below average 

4 Worse than average Above Average/High/Maximum/Serious Adverse Information  
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TABLE 1F PROFITABILITY 
SMEs reported on whether they made a profit or loss in their last 12 month trading period and the 
extent to which improving their profit margin was a key priority (new in 2018): 

 
Q1 2019-Q2 2020 – All SMEs  Total All EMB Mixed Asian Black Chinese 

Unweighted base: 27,016 989 173 603 150 63* 

Made a profit 72% 62% 62% 63% 57% 75% 

Broke even 8% 14% 6% 14% 23% 4% 

Made a loss 8% 15% 26% 13% 14% 8% 

Dk/refused 13% 9% 6% 10% 7% 12% 

Profit excl DK 82% 68% 65% 70% 61% 85% 

Improving profit margins a key priority 42% 49% 57% 51% 43% 33% 

Q115 (Q241) and Q84 All SMEs  

 

 
All SMEs over time 
Profitability (excluding DK) Total All EMB Mixed Asian Black Chinese 

Q2 2012 to Q2 2013 69% 56% 53% 58% 48% 60% 

Q1 2013 to Q2 2014 72% 55% 62% 57% 32% 65% 

Q1 2014 to Q2 2015 78% 63% 64% 69% 44% 55% 

Q1 2015 to Q2 2016 80% 60% 60% 66% 47% 71% 

Q1 2017 to Q2 2018 81% 64% 65% 65% 62% 58% 

Q1 2019 to Q2 2020 82% 68% 65% 70% 61% 85% 
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TABLE 1G GROWTH (EXCLUDING STARTS) 
All SMEs, excluding those who were Starts, were asked about the extent to which they had grown in 
the previous 12 months:  

 
Q1 2019-Q2 2020 –  
All SMEs excluding Starts Total All EMB Mixed Asian Black Chinese 

Unweighted base: 23,601 785 149 470 115 51* 

Grown by 40% or more 2% 3% 3% 2% 3% 1% 

Grown by 20-40% 9% 8% 13% 7% 11% 1% 

Grown by less than 20% 25% 29% 24% 33% 24% 17% 

Grown (any) 36% 40% 40% 42% 38% 19% 

Stayed the same size 44% 40% 41% 39% 34% 69% 

Declined 20% 20% 19% 19% 27% 13% 

Scale up (20%+ for 3 years in last 10) 21% 19% 24% 23% 13% 14% 

Q81 (245a) All SMEs excl Starts and DK 

 

 
All SMEs over time –  
Grown (excluding Starts and DK) Total All EMB Mixed Asian Black Chinese 

Q1 2013 to Q2 2014 41% 39% 36% 42% 36% 27% 

Q1 2014 to Q2 2015 41% 36% 28% 38% 38% 32% 

Q1 2015 to Q2 2016 40% 41% 28% 40% 42% 60% 

Q1 2017 to Q2 2018 42% 40% 54% 36% 42% 39% 

Q1 2019 to Q2 2020 36% 40% 40% 42% 38% 19% 

Q81 (245a) All SMEs excl Starts and DK 
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All SMEs over time –  
Declined (excluding Starts and DK) Total All EMB Mixed Asian Black Chinese 

Q1 2013 to Q2 2014 17% 24% 20% 24% 30% 25% 

Q1 2014 to Q2 2015 13% 14% 13% 12% 21% 9% 

Q1 2015 to Q2 2016 12% 13% 8% 12% 21% 2% 

Q1 2017 to Q2 2018 13% 11% 10% 9% 18% 13% 

Q1 2019 to Q2 2020 20% 20% 19% 19% 27% 13% 

Q81 (245a) All SMEs excl Starts and DK 

 

 
TABLE 1H DESCRIPTION OF GROWTH IN PAST 3 YEARS (EXCLUDING STARTS) 
All SMEs, excluding those who were Starts, were asked about how they had grown in the previous  
3 years. This question was rested in Q2 2020, so the data here is for the period to Q1 2020:  

 
Q1 2019-Q1 2020 –  
All SMEs excluding Starts Total All EMB Mixed Asian Black Chinese 

Unweighted base: 20,215 652 129 387 98* 38* 

Developed significantly 25% 29% 34% 28% 27% 24% 

Still recognisably the same 64% 60% 60% 61% 56% 69% 

Retrenched to core business  11% 11% 5% 11% 17% 7% 

Q88 All SMEs excl Starts  
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TABLE 1I CREDIT BALANCES TYPICALLY HELD – SUMMARY 
 
Q1 2019-Q2 2020 – All SMEs  Total All EMB Mixed Asian Black Chinese 

Unweighted base: 13,745 578 111 343 87* 37* 

None 4% 5% 1% 6% 5% - 

Less than £5,000 54% 60% 71% 55% 62% 58% 

£5-9.9k 17% 16% 16% 15% 16% 27% 

£10,000 or more 24% 20% 13% 24% 16% 16% 

£10k+ reduces need for finance (all 
SMEs) 

11% 9% 6% 10% 7% 4% 

Q117 (Q244) All SMEs excluding DK/refused  

 

 
All SMEs over time 
£10k+ credit balances (excluding DK) Total All EMB Mixed Asian Black Chinese 

Q2 2012 to Q2 2013 15% 14% 9% 17% 11% 31% 

Q1 2013 to Q2 2014 17% 17% 16% 18% 9% 26% 

Q1 2014 to Q2 2015 21% 20% 27% 19% 11% 33% 

Q1 2015 to Q2 2016 23% 17% 18% 18% 15% 22% 

Q1 2017 to Q2 2018 25% 20% 21% 21% 14% 40% 

Q1 2019 to Q2 2020 24% 20% 13% 24% 16% 16% 
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TABLE 1J AGE OF OWNER / MANAGING PARTNER 
 
Q1 2019-Q2 2020 – All SMEs  Total All EMB Mixed Asian Black Chinese 

Unweighted base: 24,173 961 166 588 147 60* 

18-30 years old 4% 7% 10% 6% 8% 6% 

31-50 years old 43% 54% 54% 53% 56% 54% 

51-65 years old 41% 33% 31% 34% 33% 38% 

66+ years old 12% 5% 5% 7% 3% 2% 

Q127 (Q248) All SMEs excluding DK  

 

TABLE 1K GENDER OF OWNER / MANAGING PARTNER 
 
Q1 2019-Q2 2020 – All SMEs  Total All EMB Mixed Asian Black Chinese 

Unweighted base: 27,016 989 173 603 150 63* 

Male 77% 79% 75% 86% 72% 47% 

Female 22% 20% 24% 14% 27% 53% 

Joint 1% 1% 1% 1% * * 

Q126 All SMEs  

 

TABLE 1L FINANCIAL DECISION MAKER HAS FINANCIAL QUALIFICATION AND/OR 
TRAINING 

 
Q1 2019-Q2 2020 – All SMEs  Total All EMB Mixed Asian Black Chinese 

Unweighted base: 25,505 965 168 587 147 63* 

Yes 28% 40% 36% 38% 47% 48% 

No 72% 60% 64% 62% 53% 52% 

Q129 (Q251) All SMEs excluding DK  
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TABLE 1M BUSINESS FORMALITY 
 
Q1 2019-Q2 2020 – All SMEs Total All EMB Mixed Asian Black Chinese 

Unweighted base: 27,016 989 173 603 150 63* 

Planning (any) 56% 61% 50% 63% 64% 60% 

Produce regular management accounts 41% 46% 40% 49% 44% 37% 

Have a formal written business plan 28% 33% 27% 31% 43% 25% 

International (any) 15% 17% 27% 16% 12% 17% 

Export goods or services 9% 8% 15% 8% 4% 3% 

Import goods or services 11% 15% 24% 14% 10% 16% 

Innovate (any) 37% 42% 42% 44% 40% 35% 

Develop new product or service 15% 19% 23% 21% 15% 10% 

Significantly improve aspect of business 32% 37% 38% 38% 35% 35% 

Have a business mentor 12% 13% 18% 13% 9% 11% 

Q84 (Q223) All SMEs 

 

 
Q1 2019-Q2 2020 –  
All SMEs with employees Total All EMB Mixed Asian Black Chinese 

Unweighted base: 21,616 784 138 488 107 51* 

Overseas staff (any) 16% 29% 30% 25% 40% 35% 

Non-British EU staff 15% 23% 25% 20% 31% 28% 

Other overseas staff 6% 16% 12% 13% 26% 21% 

Q84 (Q223) All SMEs 
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All SMEs over time –  
Business formality Total All EMB Mixed Asian Black Chinese 

Planning       

Q2 2012 to Q2 2013 55% 62% 56% 62% 72% 68% 

Q1 2013 to Q2 2014 54% 62% 58% 63% 68% 57% 

Q1 2014 to Q2 2015 53% 62% 60% 65% 59% 56% 

Q1 2015 to Q2 2016 53% 62% 64% 64% 57% 56% 

Q1 2017 to Q2 2018 56% 60% 66% 55% 67% 73% 

Q1 2019 to Q2 2020 56% 61% 50% 63% 64% 60% 

International       

Q2 2012 to Q2 2013 11% 14% 15% 14% 10% 21% 

Q1 2013 to Q2 2014 14% 22% 25%      21% 16% 28% 

Q1 2014 to Q2 2015 15% 20% 18% 18% 19% 42% 

Q1 2015 to Q2 2016 16% 20% 15% 17% 24% 44% 

Q1 2017 to Q2 2018 15% 18% 28% 15% 20% 32% 

Q1 2019 to Q2 2020 15% 17% 27% 16% 12% 17% 

Innovation       

Q2 2012 to Q2 2013 39% 42% 37% 44% 44% 43% 

Q1 2013 to Q2 2014 38% 41% 34% 42% 44% 50% 

Q1 2014 to Q2 2015 37% 41% 47% 36% 43% 59% 

Q1 2015 to Q2 2016 37% 39% 48% 35% 39% 47% 

Q1 2017 to Q2 2018 33% 34% 43% 27% 46% 33% 

Q1 2019 to Q2 2020 37% 42% 42% 44% 40% 35% 
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TABLE 1N TRUST IN MAIN BANK AND BANKING INDUSTRY 
 
Q1 2019-Q2 2020 – All SMEs  Total All EMB Mixed Asian Black Chinese 

Unweighted base: 27,016 989 173 603 150 63* 

Trust in main bank:       

High (8-10) 55% 58% 56% 59% 63% 38% 

Medium (5-7) 36% 33% 29% 34% 29% 48% 

Low (1-4) 9% 9% 16% 7% 8% 14% 

Trust in banking industry:       

High (8-10) 26% 32% 23% 36% 28% 25% 

Medium (5-7) 53% 49% 49% 48% 47% 61% 

Low (1-4) 21% 20% 28% 17% 24% 14% 

Q24b/c All SMEs  

 

 
  



6. TABLES 1A-4J, QUOTAS AND WEIGHTING INTRODUCTION 

www.bva-bdrc.com 

57 

2. FINANCIAL MATTERS (TABLES 2A-2J) 

TABLE 2A USE OF EXTERNAL FINANCE IN LAST 5 YEARS 
SMEs are asked if they are using any of a series of forms of finance, including loans, overdrafts and 
credit cards as well as other forms such as invoice finance and asset finance. If they have not used any 
of the forms of finance listed, they are asked whether they have used any of the list of forms of finance 
in the previous 5 years. 

 
Q1 2019-Q2 2020 – All SMEs Total All EMB Mixed Asian Black Chinese 

Unweighted base: 27,016 989 173 603 150 63* 

Use now 41% 43% 28% 49% 38% 41% 

Used in past but not now 2% 3% 4% 3% 1% - 

Not used at all 57% 55% 67% 48% 62% 59% 

Q14/15 All SMEs  

 

TABLE 2B CURRENT USE OF ‘CORE’ AND OTHER FORMS OF FINANCE  
 
Q1 2019-Q2 2020 – All SMEs Total All EMB Mixed Asian Black Chinese 

Unweighted base: 27,016 989 173 603 150 63* 

Use any ‘core’ product: 35% 34% 25% 37% 33% 26% 

 Bank overdraft 20% 17% 11% 17% 20% 16% 

 Bank loan / mortgage 8% 9% 7% 11% 7% 3% 

 Credit cards 16% 17% 10% 21% 14% 9% 

Any other loans/overdraft 1% 1% 3% 1% 1% - 

Use non-core form of finance: 15% 16% 6% 20% 12% 21% 

Leasing, HP or vehicle finance 10% 10% 3% 12% 8% 17% 

Loans/equity from directors etc 4% 6% 2% 8% 3% 6% 

Other forms of funding 3% 2% 2% 3% 1% 3% 

Use any 41% 43% 28% 49% 38% 41% 

Q14/15 All SMEs  
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All SMEs over time –  
Use of external finance Total All EMB Mixed Asian Black Chinese 

Use any external finance:       

Q2 2012 to Q2 2013 41% 46% 49% 47% 40% 38% 

Q1 2013 to Q2 2014 39% 40% 39% 40% 40% 39% 

Q1 2014 to Q2 2015 37% 41% 38% 40% 49% 38% 

Q1 2015 to Q2 2016 36% 36% 39% 32% 40% 60% 

Q1 2017 to Q2 2018 37% 36% 33% 36% 37% 36% 

Q1 2019 to Q2 2020 41% 43% 28% 49% 38% 41% 

Core finance:       

Q2 2012 to Q2 2013 34% 37% 38% 37% 33% 34% 

Q1 2013 to Q2 2014 31% 29% 30% 29% 31% 17% 

Q1 2014 to Q2 2015 29% 31% 26% 34% 32% 22% 

Q1 2015 to Q2 2016 29% 26% 29% 25% 25% 40% 

Q1 2017 to Q2 2018 30% 28% 26% 29% 26% 26% 

Q1 2019 to Q2 2020 35% 34% 25% 37% 33% 26% 

Other forms of finance:       

Q2 2012 to Q2 2013 17% 19% 19% 20% 15% 18% 

Q1 2013 to Q2 2014 17% 19% 17% 20% 13% 30% 

Q1 2014 to Q2 2015 17% 19% 22% 15% 25% 26% 

Q1 2015 to Q2 2016 16% 20% 23% 15% 25% 32% 

Q1 2017 to Q2 2018 13% 16% 18% 15% 14% 23% 

Q1 2019 to Q2 2020 15% 16% 6% 20% 12% 21% 

Q14/15 All SMEs *definition change 
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TABLE 2C INJECTION OF PERSONAL FUNDS IN PREVIOUS 12 MONTHS 
From Q3 2012, SMEs were asked whether personal funds had been injected into the business in the 
previous 12 months, by the owner or any director, and whether this was something they had chosen to 
do or felt that they had to do. 

 
Q1 2019-Q2 2020 – All SMEs Total All EMB Mixed Asian Black Chinese 

Unweighted base: 27,016 989 173 603 150 63* 

Injected funds – chose to do 13% 19% 19% 15% 30% 10% 

Injected funds – had no choice 12% 15% 12% 15% 17% 2% 

Not something you have done 75% 67% 69% 70% 53% 88% 

Q15d All SMEs 

 

All SMEs over time Total All EMB Mixed Asian Black Chinese 

Any injection of personal funds:       

Q2 2012 to Q2 2013 42% 50% 51% 47% 63% 46% 

Q1 2013 to Q2 2014 35% 43% 38% 44% 53% 30% 

Q1 2014 to Q2 2015 28% 37% 36% 32% 55% 26% 

Q1 2015 to Q2 2016 28% 43% 43% 36% 61% 45% 

Q1 2017 to Q2 2018 29% 42% 51% 35% 56% 38% 

Q1 2019 to Q2 2020 25% 33% 31% 30% 47% 12% 
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TABLE 2D MAIN BUSINESS ACCOUNT – BUSINESS OR PERSONAL 
 
Q1 2019-Q2 2020 – All SMEs Total All EMB Mixed Asian Black Chinese 

Unweighted base: 26,936 987 173 603 149 62* 

Personal account 13% 14% 19% 9% 24% 12% 

Business account 87% 86% 81% 91% 76% 88% 

Q24 All SMEs excluding DK  

 

TABLE 2E IMPACT OF TRADE CREDIT  
SMEs were asked whether they received trade credit from their suppliers and, if so, whether this 
reduced their need for external finance 

 
Q1 2019-Q2 2020 – All SMEs Total All EMB Mixed Asian Black Chinese 

Unweighted base: 27,016 989 173 603 150 63* 

Receive Trade Credit 36% 39% 27% 45% 34% 20% 

Reduces need for finance 26% 29% 17% 34% 27% 17% 

No trade credit 64% 61% 73% 55% 66% 80% 

Q14y All SMEs 
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TABLE 2F IMPACT OF TRADE CREDIT AND CREDIT BALANCES 
The table below shows the proportion of all SMEs who reported that their need for external finance was 
reduced either by trade credit and/or by holding £10,000 or more in credit balances:  

 
Q1 2019-Q2 2020 – All SMEs Total All EMB Mixed Asian Black Chinese 

Unweighted base: 27,016 989 173 603 150 63* 

Yes 33% 35% 23% 41% 33% 18% 

No 67% 65% 77% 59% 67% 82% 

Q14y/Q117 All SMEs 

 

TABLE 2G BUSINESS FUNDING  
It is now possible to provide a broader definition of “business funding” which includes any SME that 
uses external finance, and/or has injected personal funds and/or receives trade credit from suppliers: 

 
Q1 2019-Q2 2020 – All SMEs Total All EMB Mixed Asian Black Chinese 

Unweighted base: 27,016 989 173 603 150 63* 

Use external finance 41% 43% 28% 49% 38% 41% 

No finance but use trade credit 18% 16% 15% 18% 15% 3% 

No finance/TC but injected funds 9% 12% 13% 9% 21% 2% 

Business Funding 67% 71% 56% 76% 74% 46% 

Q14y/15/15d2 All SMEs 
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TABLE 2H THE PERMANENT NON-BORROWER  
Data from the report allows for identification of those SMEs who seem firmly dis-inclined to borrow, 
because they meet all of the following conditions:  

• Are not currently using external finance  

• Have not used external finance in the past 5 years  

• Have had no borrowing events in the previous 12 months 

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

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

 
Q1 2019-Q2 2020 – All SMEs Total All EMB Mixed Asian Black Chinese 

Unweighted base: 27,016 989 173 603 150 63* 

Yes 43% 34% 42% 30% 39% 29% 

No 57% 66% 58% 70% 61% 71% 

All SMEs 

 

 
All SMEs over time Total All EMB Mixed Asian Black Chinese 

Permanent non-borrowers:       

Q2 2012 to Q2 2013 36% 28% 26% 39% 18% 53% 

Q1 2013 to Q2 2014 41% 33% 36% 33% 23% 48% 

Q1 2014 to Q2 2015 45% 39% 44% 41% 25% 43% 

Q1 2015 to Q2 2016 47% 42% 41% 48% 29% 29% 

Q1 2017 to Q2 2018 47% 38% 37% 40% 31% 56% 

Q1 2019 to Q2 2020 43% 34% 42% 30% 39% 29% 
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TABLE 2I ATTITUDES TO EXTERNAL FINANCE IN THE BUSINESS  
Since Q3 2014 a range of questions have been added to provide a better understanding of attitudes to 
external finance. SMEs were asked to what extent they agreed with each of a number of attitudinal 
statements (shown in full below) and the proportions agreeing (strongly or slightly) are shown below: 

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

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

• We never think about whether we could or should use more external finance in the business 

• We will accept a slower growth rate that we fund ourselves rather than borrowing to grow faster. 

• A further increase in the cost of credit would make us less likely to apply for new external 
finance 

• As a business we are prepared to take risks to become more successful 

• Because the future feels uncertain we are being very cautious with our plans for the business 

• My impression from what I see and hear is that it is quite difficult for businesses like ours to get 
external finance 

• We have a long term ambition to be a significantly bigger business. 

 

 
Q1 2019-Q2 2020 – All SMEs Total All EMB Mixed Asian Black Chinese 

Unweighted base: 27,016 989 173 603 150 63* 

Plans based on what can afford 82% 82% 80% 78% 90% 93% 

Accept slower rate of growth 75% 73% 75% 68% 81% 76% 

Future feels uncertain so cautious 58% 72% 66% 72% 76% 72% 

Less likely to apply if cost of credit 
increased 

52% 53% 53% 49% 62% 62% 

Never think about using (more) 
finance 

51% 43% 39% 40% 51% 60% 

Prepared to take risks to succeed 42% 54% 60% 53% 54% 37% 

Feel quite difficult to get finance 40% 47% 52% 44% 49% 51% 

Long term ambition to be bigger 37% 57% 67% 56% 62% 12% 

Happy to use finance to grow 29% 42% 41% 44% 40% 31% 

Q96 (Q238a5) All SMEs  
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Two of these attitude statements were added in H2 2017 to better understand attitudes to growth and 
risk. These were:  

• We have a long term ambition to be a significantly bigger business 

• As a business we are prepared to take risks to become more successful 

 

The long term ambition question was rested in H1 2018 but included again in H2 2018.  

The percentage agreeing with each statement in 2019 is shown below, along with the proportion who 
agree with both statements, the “ambitious risk takers”: 

 
Q1 2019-Q2 2020 – All SMEs Total All EMB Mixed Asian Black Chinese 

Unweighted base: 27,016 989 173 603 150 63* 

Long term ambition to be bigger 37% 57% 67% 56% 62% 12% 

Prepared to take risks to succeed 42% 54% 60% 53% 54% 37% 

Ambitious risk takers 24% 39% 42% 37% 50% 8% 

Q96 (Q238a5) All SMEs  

 

 
All SMEs over time  Total All EMB Mixed Asian Black Chinese 

Agree happy to use finance to grow:       

Q1 2014 to Q2 2015 43% 57% 59% 60% 57% 22% 

Q1 2015 to Q2 2016 44% 56% 52% 54% 63% 46% 

Q1 2017 to Q2 2018 33% 49% 38% 49% 60% 42% 

Q1 2019 to Q2 2020 29% 42% 41% 44% 40% 31% 
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TABLE 2J CURRENT AND POTENTIAL USE OF EXTERNAL FINANCE  
The table below shows the answers to the attitudinal statement “Happy to use external finance to help 
the business grow and develop”, analysed by whether the SME is currently using external finance: 

 
Q1 2019-Q2 2020 – All SMEs Total All EMB Mixed Asian Black Chinese 

Unweighted base: 27,016 989 173 603 150 63* 

Using finance and happy to use in 
future 

16% 22% 14% 26% 19% 13% 

Not using finance but happy to in 
future 

13% 20% 27% 18% 21% 18% 

Using finance but not happy to in 
future 

24% 21% 15% 23% 18% 27% 

Not using finance and not happy to 
in future 

47% 37% 44% 33% 42% 41% 

Fingrow (Q96/Q15) All SMEs 
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3. NEED FOR FINANCE AND APPLICATIONS MADE (TABLES 3A-3E) 

TABLE 3A A NEED FOR FUNDING  
The new questionnaire starts by asking all SMEs whether they have had a need for (more) external 
funding in the past 12 months, whether they went on to apply for it or not. Those who applied for 
finance as a result of that need for funding are shown as having a Type 1 borrowing event in later 
tables. 

 
Q1 2019-Q2 2020 – All SMEs Total All EMB Mixed Asian Black Chinese 

Unweighted base: 27,016 989 173 603 150 63* 

Yes, had need for funding 4% 5% 5% 5% 5% 2% 

Applied for that funding 2% 3% 3% 4% 2% 1% 

No need for funding 96% 95% 95% 95% 95% 98% 

Q25 All SMEs  
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TABLE 3B DETAIL OF BORROWING ‘EVENTS’ IN THE PAST 12 MONTHS 
As well as reporting any applications made as a result of a need for finance, SMEs reported on any 
other Type 1 (new application or renewal), as well as Type 2 (bank sought cancelation/renegotiation) 
and Type 3 (SME sought cancellation/reduction) borrowing events in the previous 12 months, or the 
automatic renewal of an overdraft.  

 
Q1 2019-Q2 2020 – All SMEs Total All EMB Mixed Asian Black Chinese 

Unweighted base: 27,016 989 173 603 150 63* 

Type 1: New application/renewal 3% 5% 4% 5% 7% 1% 

Applied re need for finance 2% 3% 3% 4% 2% 1% 

Other application/renewal 1% 2% 1% 1% 6% - 

Type 2/3: Cancel/renegotiate by bank or 
SME paying off early 

3% 3% 3% 3% 4% - 

Auto renewal of overdraft 8% 8% 10% 7% 11% 7% 

Any event 13% 15% 16% 13% 23% 7% 

Pastevt All SMEs  
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TABLE 3C FINANCIAL BEHAVIOUR IN 12 MONTHS PRIOR TO INTERVIEW  
The tables below allocate all SMEs to one of three groups: 

• Had an event: those SMEs reporting any Type 1 (new application or renewal), Type 2 (bank 
sought cancelation/renegotiation), Type 3 (SME sought cancellation/reduction) borrowing event 
in the previous 12 months, or the automatic renewal of an overdraft. More detail was provided 
in the previous table  

• Would-be seekers: those SMEs that had not had a borrowing event, but said that they would 
have ideally liked to apply for funding in the previous 12 months  

• Happy non-seekers: those SMEs that had not had a borrowing event, and also said that they 
had not wanted to apply for any (further) funding in the previous 12 months  

 
Q1 2019-Q2 2020 – All SMEs Total All EMB Mixed Asian Black Chinese 

Unweighted base: 27,016 989 173 603 150 63* 

Have had an event 13% 15% 16% 13% 23% 7% 

Would-be seekers 1% 2% 1% 3% 1% - 

Happy non-seekers 85% 82% 82% 84% 77% 93% 

Pastfin (Q115/209) All SMEs 
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All SMEs over time –  
Financial behaviour Total All EMB Mixed Asian Black Chinese 

Had an event:       

Q2 2012 to Q2 2013 21% 23% 27% 24% 20% 15% 

Q1 2013 to Q2 2014 17% 15% 13% 16% 20% 8% 

Q1 2014 to Q2 2015 16% 17% 12% 18% 19% 9% 

Q1 2015 to Q2 2016 16% 14% 15% 12% 17% 14% 

Q1 2017 to Q2 2018 15% 12% 6% 14% 9% 8% 

Q1 2019 to Q2 2020 13% 15% 16% 13% 23% 7% 

Would-be seeker:       

Q2 2012 to Q2 2013 8% 12% 10% 11% 20% 7% 

Q1 2013 to Q2 2014 6% 10% 13% 9% 13% 2% 

Q1 2014 to Q2 2015 4% 7% 9% 4% 15% 7% 

Q1 2015 to Q2 2016 3% 7% 8% 4% 14% 5% 

Q1 2017 to Q2 2018 2% 6% 15% 4% 5% 4% 

Q1 2019 to Q2 2020 1% 2% 1% 3% 1% - 

Happy non-seeker:       

Q2 2012 to Q2 2013 71% 64% 63% 65% 60% 78% 

Q1 2013 to Q2 2014 78% 75% 74% 76% 67% 90% 

Q1 2014 to Q2 2015 80% 76% 79% 78% 66% 84% 

Q1 2015 to Q2 2016 81% 79% 77% 84% 69% 80% 

Q1 2017 to Q2 2018 83% 82% 78% 81% 84% 88% 

Q1 2019 to Q2 2020 85% 82% 82% 84% 77% 93% 

Pastfin (Q115/209) All SMEs 
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TABLE 3D NATURE OF APPLICATIONS MADE  
This section has changed the most compared to previous reports and is no longer limited to just loan 
and overdraft applications. The data in this section is based on all Type 1 applications made rather 
than SMEs (as one SME may have made several applications, with different outcomes). The applications 
shown here were made and reported between Q1 2019 and Q2 2020: 

 
Q1 2019-Q2 2020 – All SMEs Total All EMB Mixed Asian Black Chinese 

Unweighted base: 1287 51     

First time applicant 50% 47%     

Applied online  47% 61%     

Applied in business name  83% 88%     

Q35b/Q53, Q37/55, Q38/56 Applications reported 2019-Q2 2020 

 

TABLE 3E THE FINAL OUTCOME – ALL APPLICATIONS 
 
Q1 2017-Q2 2020 – All SMEs Total All EMB Mixed Asian Black Chinese 

Unweighted base: 2974 115     

Offered what wanted and took it 67% 35%     

Took facility after issues 5% 2%     

Took other product from provider 2% 9%     

Have facility 74% 46%     

Declined offer made by provider 4% 2%     

No facility 22% 52%     

Q39/57 All applications that have received a response, made Q1 2017 to Q2 2020 and reported Q1 2018-Q2 2020 
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4. THE FUTURE (TABLES 4A-4J) 

TABLE 4A PLANS FOR GROWTH RELATED ACTIVITIES  
All SMEs were also asked whether they were planning any activities traditionally associated with 
growth, such as taking on staff. This question was rested in Q2 2020 so is shown to Q1 2020:  

 
Q1 2019-Q1 2020 

All SMEs  Total All EMB Mixed Asian Black Chinese 

Unweighted base: 22,505 803 143 488 125 47* 

Any activity 36% 53% 65% 48% 63% 14% 

Take on more staff 17% 30% 33% 28% 38% 2% 

Develop a new product or service 14% 25% 34% 21% 29% 12% 

Invest in plant, machinery or 
premises 14% 17% 22% 16% 17% 

1% 

Start to sell/sell more overseas 5% 7% 17% 5% 4% 1% 

Other major expenditure 6% 11% 14% 9% 14% 1% 

Q90 All SMEs  
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TABLE 4B GROWTH PLANS FOR NEXT 12 MONTHS 
 
Q1 2019-Q2 2020 

All SMEs  Total All EMB Mixed Asian Black Chinese 

Unweighted base: 27,016 989 173 603 150 63* 

Grow by 20% or more 14% 19% 31% 15% 21% 7% 

Grow by less than 20% 32% 35% 28% 37% 37% 31% 

All planning to grow 46% 54% 59% 52% 58% 38% 

Stay the same size 40% 34% 32% 34% 35% 45% 

Become smaller 9% 8% 9% 8% 6% 8% 

Plan to sell/pass on /close 5% 4% - 6% 1% 8% 

Q91 (Q225) All SMEs  

 

The growth question was initially amended in Q4 2012 so 2013 is the first year shown in the time  
series below: 

 
All SMEs over time 

Plan to grow Total All EMB Mixed Asian Black Chinese 

Q1 2013 to Q2 2014 49% 55% 51% 58% 61% 57% 

Q1 2014 to Q2 2015 45% 61% 56% 62% 65% 58% 

Q1 2015 to Q2 2016 44% 60% 57% 57% 71% 64% 

Q1 2017 to Q2 2018 46% 54% 64% 47% 66% 64% 

Q1 2019 to Q2 2020 46% 54% 59% 52% 58% 38% 

Q91 (Q225) All SMEs  
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TABLE 4C OBSTACLES TO RUNNING THE BUSINESS IN THE NEXT 12 MONTHS 
SMEs were asked to rate the extent to which each of 8 factors were perceived as obstacles to them 
running the business as they would wish in the next 12 months:  

 
Q1 2019-Q2 2020 

8-10 impact score Total All EMB Mixed Asian Black Chinese 

Unweighted base: 27,016 989 173 603 150 63* 

Any identified as ‘major obstacle’ 49% 58% 63% 59% 56% 54% 

Any of top 3 ‘major obstacle’ 38% 42% 42% 43% 40% 39% 

Political uncertainty / future govt policy 24% 29% 34% 27% 32% 27% 

The current economic climate  25% 31% 26% 33% 30% 35% 

Legislation, regulation and red tape  19% 18% 15% 21% 13% 15% 

Changes in value of sterling 12% 18% 14% 17% 22% 14% 

Cash flow/issues with late payment  14% 14% 15% 13% 17% 8% 

Availability of relevant advice  7% 8% 7% 9% 8% 3% 

Recruiting/retaining staff 8% 14% 7% 14% 18% 5% 

Access to external finance  7% 12% 14% 10% 18% 3% 

None of these a ‘major obstacle’ 51% 42% 37% 41% 44% 46% 

Q93 (Q227) All SMEs  
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All SMEs – over time 

8-10 obstacles  Total All EMB Mixed Asian Black Chinese 

The economic climate       

Q2 2012 to Q2 2013 32% 40% 36% 41% 40% 35% 

Q1 2013 to Q2 2014 24% 32% 31% 31% 35% 35% 

Q1 2014 to Q2 2015 16% 19% 24% 15% 21% 31% 

Q1 2015 to Q2 2016 13% 18% 19% 16% 23% 9% 

Q1 2017 to Q2 2018 14% 20% 24% 18% 21% 12% 

Q1 2019 to Q2 2020 25% 31% 26% 33% 30% 35% 

Legislation and regulation       

Q2 2012 to Q2 2013 13% 15% 16% 16% 16% 5% 

Q1 2013 to Q2 2014 13% 13% 13% 12% 11% 20% 

Q1 2014 to Q2 2015 12% 13% 9% 12% 16% 22% 

Q1 2015 to Q2 2016 11% 11% 7% 11% 16% 9% 

Q1 2017 to Q2 2018 16% 15% 20% 13% 17% 12% 

Q1 2019 to Q2 2020 19% 18% 15% 21% 13% 15% 

Political uncertainty/Govt policy       

Q1 2015 to Q2 2016 10% 14% 10% 13% 19% 9% 

Q1 2017 to Q2 2018 15% 19% 29% 18% 14% 13% 

Q1 2019 to Q2 2020 24% 29% 34% 27% 32% 27% 

Cash flow and late payment       

Q2 2012 to Q2 2013 12% 17% 22% 13% 27% 5% 

Q1 2013 to Q2 2014 10% 16% 15% 17% 17% 8% 

Q1 2014 to Q2 2015 9% 12% 8% 11% 15% 17% 

Q1 2015 to Q2 2016 8% 12% 9% 10% 20% 9% 

Q1 2017 to Q2 2018 10% 13% 13% 13% 16% 2% 

Q1 2019 to Q2 2020 14% 14% 15% 13% 17% 8% 

Continued 
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Continued 

Access to external finance       

Q2 2012 to Q2 2013 11% 20% 32% 17% 21% 4% 

Q1 2013 to Q2 2014 9% 16% 20% 15% 17% 6% 

Q1 2014 to Q2 2015 7% 16% 15% 12% 30% 15% 

Q1 2015 to Q2 2016 5% 13% 18% 8% 23% 9% 

Q1 2017 to Q2 2018 5% 10% 8% 9% 15% 7% 

Q1 2019 to Q2 2020 7% 12% 14% 10% 18% 3% 

Q93 (Q227) All SMEs  
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TABLE 4D FINANCIAL PLANS FOR NEXT 3 MONTHS 
When thinking about SMEs with no plans to apply/renew in the next 3 months, it is important to 
distinguish between two groups: 

• Those that were happy with the decision, because they did not need to borrow (more) or 
already had the facilities they needed – the Happy non-seekers 

• And those that felt that there were barriers that would stop them applying (such as 
discouragement, the economy or the principle or process of borrowing) – the Future would-be 
seekers. 

These Future would-be seekers can be split into 2 further groups: 

• Those that had identified that they were likely to need external finance in the coming three 
months 

• Those that thought it unlikely that they would have a need for external finance in the next 3 
months but who thought there would be barriers to them applying, were a need to emerge. 

 
Q1 2019-Q2 2020 

Future finance plans Total All EMB Mixed Asian Black Chinese 

Unweighted base: 27,016 989 173 603 150 63* 

Plan to apply/renew 12% 20% 13% 23% 18% 23% 

Future would-be seekers– with 
identified need 

1% 2% 4% 1% 4% - 

Future would-be seekers– no 
immediate identified need 

13% 15% 19% 12% 17% 18% 

Happy non-seekers 74% 63% 64% 64% 61% 62% 

Futfin All SMEs  
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All SMEs – over time 

Future finance plans  Total All EMB Mixed Asian Black Chinese 

Plan to apply:       

Q2 2012 to Q2 2013 14% 23% 20% 24% 28% 7% 

Q1 2013 to Q2 2014 13% 23% 25% 22% 29% 15% 

Q1 2014 to Q2 2015 13% 23% 17% 23% 32% 12% 

Q1 2015 to Q2 2016 13% 22% 25% 18% 31% 6% 

Q1 2017 to Q2 2018 11% 18% 24% 16% 23% 8% 

Q1 2019 to Q2 2020 12% 20% 13% 23% 18% 23% 

Future would-be seeker:       

Q2 2012 to Q2 2013 21% 27% 28% 24% 37% 17% 

Q1 2013 to Q2 2014 18% 21% 22% 21% 26% 8% 

Q1 2014 to Q2 2015 14% 13% 9% 12% 22% 16% 

Q1 2015 to Q2 2016 12% 14% 9% 12% 24% 19% 

Q1 2017 to Q2 2018 11% 17% 16% 17% 21% 6% 

Q1 2019 to Q2 2020 14% 17% 23% 13% 21% 18% 

Happy non-seeker:       

Q2 2012 to Q2 2013 65% 51% 52% 52% 36% 76% 

Q1 2013 to Q2 2014 69% 56% 53% 57% 45% 78% 

Q1 2014 to Q2 2015 73% 63% 74% 65% 46% 72% 

Q1 2015 to Q2 2016 75% 64% 66% 70% 46% 75% 

Q1 2017 to Q2 2018 78% 64% 60% 67% 56% 86% 

Q1 2019 to Q2 2020 74% 63% 64% 64% 61% 62% 
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TABLE 4E USE OF, AND FUTURE APPETITE FOR, FINANCE 
The table below combines current use of external finance with future plans for application:  

 
 
Q1 2019-Q2 2020 All SMEs Total All EMB Mixed Asian Black Chinese 

Unweighted base: 27,016 989 173 603 150 63* 

Use finance and plan to apply 8% 11% 8% 11% 12% 7% 

Don’t use finance but plan to apply 3% 9% 6% 11% 5% 12% 

Use finance but no plans to apply 32% 32% 21% 37% 25% 33% 

No use or plans to apply for finance 56% 48% 66% 40% 57% 47% 

Futfin/Q15 All SMEs  
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TABLE 4F FUTURE WOULD-BE SEEKERS – MAIN REASON FOR NOT PLANNING  
TO APPLY 
As sample sizes are small, results are only reported for ethnic minority SMEs overall:  

 
Q1 2019-Q2 2020 All SMEs Total All EMB Mixed Asian Black Chinese 

Unweighted base: 3162 126     

Reluctant to borrow now (any) 69% 55%     

Issues with principle of borrowing 4% 5%     

Issues with process of borrowing 10% 10%     

Discouraged (any) 11% 19%     

Direct (Put off by bank) * *     

Indirect (Think I would be turned down) 11% 19%     

Q104/105 (Q239a) Future would-be seekers SMEs 
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TABLE 4G CONFIDENCE BANK WOULD AGREE IF APPLIED FOR FINANCE 
All SMEs are now asked how confident they would be that their bank would say yes if they were to 
apply for finance. The table below shows confidence as a whole across all SMEs, then confidence for 
those with any appetite for finance (those planning to apply or Future would-be seekers) compared to 
those with no plans to apply (the Future happy non-seekers) for all SMEs and those in the EMB 
category. Base sizes for individual EMB groups are too limited to report by intention to borrow, with the 
exception of Asian SMEs:  

 
Q1 2019-Q2 2020 All SMEs Total All EMB Mixed Asian Black Chinese 

Unweighted base: 27,016 989 173 603 150 63* 

Overall confidence 57% 52% 45% 55% 51% 47% 

Confidence if plan to apply 51% 39% - 38% - - 

Confidence if Future would-be seekers 39% 29% - 36% - - 

Confidence if Future Happy non-
seekers 

61% 62% - 65% - - 

Q103/106 All SMEs  

 

 
All SMEs – over time 

Overall confidence if applied  Total All EMB Mixed Asian Black Chinese 

Q1 2017 to Q2 2018 60% 48% 48% 48% 46% 56% 

Q1 2019 to Q2 2020 57% 52% 45% 55% 51% 47% 
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TABLE 4H AWARENESS OF SUPPORT INITIATIVES 
Respondents were asked which of a range of initiatives designed to support SMEs they were aware of. 
This question was rested in Q2 2020, so data is shown to Q1 2020. 

 
Q1 2019-Q1 2020 All SMEs  Total All EMB Mixed Asian Black Chinese 

Unweighted base: 22,505 803 143 488 125 47* 

Aware of any initiatives  70% 71% 60% 72% 81% 43% 

 Funding Circle 50% 52% 49% 46% 72% 37% 

Start-up Loans 42% 45% 34% 45% 59% 19% 

Business Growth Fund 18% 14% 15% 15% 9% 21% 

British Business Bank 18% 12% 13% 13% 9% 1% 

Enterprise Finance Guarantee Scheme 18% 10% 8% 11% 10% 2% 

 Business mentor scheme 17% 16% 10% 16% 24% 2% 

Standards of lending practice 17% 16% 15% 14% 18% 34% 

 The Better Business Finance 
programme  11% 8% 5% 12% 4% 2% 

 Independent appeals process 9% 8% 5% 11% 4% 1% 

 Referrals scheme 10% 9% 2% 13% 5% 2% 

 The Business Finance Guide  11% 10% 6% 11% 11% * 

 The British Business Bank Finance Hub 11% 8% 5% 12% 4% 2% 

Aware of 4 or more of the above 25% 20% 13% 22% 20% 14% 

Q108/109/110 (Q240) All SMEs  
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TABLE 4I AWARENESS AND USE OF CROWD FUNDING 
Respondents were read a description of crowd funding and asked if they were aware of this form of 
funding and if it was something they would use. The Permanent non-borrowers, with no apparent 
appetite for finance, have been excluded from this analysis. This question was rested in Q2 2020, so 
data is shown to Q1 2020. 

 
Q1 2019-Q1 2020 All SMEs excl PNBs Total All EMB Mixed Asian Black Chinese 

Unweighted base: 14,913 560 99* 341 87* 33* 

Aware (all): 50% 44% 53% 39% 51% 49% 

Use/have applied for 3% 2% 6% 1% * - 

Would consider using 17% 18% 14% 14% 30% 26% 

Aware but would not consider using 30% 24% 33% 23% 22% 23% 

Not aware 50% 56% 47% 61% 49% 51% 

% aware who would consider using 34% 41% 26% 36% 59% 53% 

Q111/112 (Q238a2) All SMEs excluding the PNBs 
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TABLE 4J AWARENESS AND USE OF EQUITY FINANCE 
All companies were read a description of equity finance and asked if it was something they  
did/would use and any barriers to future use. This question was also rested in Q2 2020, so data is 
shown to Q1 2020:  

 
Q1 2019-Q1 2020 All companies Total All EMB Mixed Asian Black Chinese 

Unweighted base: 14,941 533 98* 334 74* 27** 

Any awareness: 37% 36% 49% 33% 37% - 

Use or plan to use in near future 3% 4% 6% 3% 4% - 

Reluctant to give up control of business 12% 11% 7% 9% 14% - 

Do not think it is suitable for us 19% 20% 34% 19% 19% - 

Wouldn’t know where to start 3% 2% 3% 2% * - 

Don’t know anything about this finance 63% 64% 51% 67% 63% - 

Q113 (Q238a4b) All companies 
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5. INITIAL IMPACT OF THE PANDEMIC (TABLES 5A-5B) 

TABLE 5A SPECIFIC COVID MEASURES Q2 2020  
In Q2 2020 a number of Covid related questions were introduced to the survey. Sample sizes do  
not permit analysis by individual ethnic groups, but the overall ethnic minority SMEs results are  
shown below: 

 
Q2 2020 

All SMEs  Total All EMB 

Unweighted base: 4511 186 

Have been negatively affected by pandemic 87% 88% 

The worst is still to come 51% 54% 

Sales already down by 50% or more 67% 60% 

Expect future sales to be none or down by 50%+ 56% 62% 

Current and future sales down 50% or more 46% 43% 

Have or plan to take advice 36% 32% 

Have staff on furlough (employers) 37% 38% 

Summary of mood:   

     9-10 (very good) 8% 3% 

     7-8 17% 17% 

     5-6 27% 22% 

     0-4 (very poor) 49% 58% 

All SMEs  
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TABLE 5B CORE METRICS OVER TIME 
 

 All SMEs All EMBs 

All SMEs over time 2019 Q1 20 Q2 20 2019 Q1 20 Q2 20 

Unweighted base: 18000 4505 4511 647 156 186 

Have grown 37% 34% 34% 40% 32% 45% 

Plan to grow 52% 45% 24% 63% 47% 28% 

       

Use external finance 45% 32% 30% 46% 38% 33% 

Permanent non-borrower 42% 51% 41% 36% 32% 28% 

Injected personal funds 24% 24% 28% 32% 35% 37% 

£10k+ in credit balances 23% 23% 28% 20% 15% 27% 

       

Innovation 35% 38% 42% 38% 42% 55% 

Planning 60% 53% 45% 63% 58% 56% 

International 16% 15% 14% 16% 13% 25% 

       

“Future uncertain so being cautious” 55% 54% 77% 65% 75% 91% 

“Happy to borrow to grow” 29% 29% 31% 40% 41% 49% 

       

Future finance plans:       

     Plan to apply 11% 11% 16% 17% 27% 23% 

     Future would-be seekers 11% 13% 23% 13% 14% 32% 

     Future Happy non-seekers 78% 77% 60% 70% 59% 45% 

All SMEs  




