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5. Financial  
context –  
how are SMEs  
funding  
themselves? 

 
 
 
 
 
 
 
 
 
 
 
 
This chapter provides 
an overview of the types of external finance being used by SMEs, including 
the use of personal finance and trade credit within a business. 
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Key findings 
 

Just under half of SMEs (45%) agreed that they were prepared to use 
external finance to help their business develop and grow. This was more 
likely to be the case for larger SMEs and particularly those already using 
external finance (56% v 38% of those who hadn’t used any external 
finance for 5 years): 

• Analysis showed that growth plans, credit balances, the age of the 
business owner and the size of the business also impacted on future 
willingness to borrow 

• 21% of all SMEs were using external finance and agreed that they were 
prepared to use external finance to help their business develop and 
grow. At the other end of the scale, 39% were not using external 
finance and nor did they agree that they would be willing to use it to 
help the business grow – this was much more likely to be the case for 0 
employee SMEs (43%) than for those with employees (29%) 

• Separately, the majority of SMEs agreed that their aim was to repay any 
existing debt and then remain debt free (74%), while 80% agreed that 
their current plans for the business were based on what they could 
afford to fund themselves  
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37% of SMEs in 2015 were using external finance, in line with 2014 (37%) 
but remaining lower than in previous years (44% in 2012):  

• Usage remained higher amongst larger SMEs – whilst 32% of 0 
employee SMEs were using external finance in 2015, this increased to 
61% of those with 50-249 employees 

• Use of ‘core’ forms of finance (loans, overdrafts and/or credit cards) has 
stabilised after previous declines (30% in 2015). The proportion of SMEs 
who only use these forms of finance was unchanged from 2014 at 20% 
but remained lower than the 26% of SMEs using only core forms of 
finance in 2012 

• 17% of SMEs were using one or more ‘other’ forms of finance. A 
consistent 8% of SMEs over time reported only using these other forms 
of finance 

• 6 in 10 of the SMEs using any external finance used just one form (of 
finance). 3% of all SMEs used 4 or more forms of finance (increasing to 
1 in 10 of those with 10-249 employees) 
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Looking more broadly: 

• A quarter of SMEs (27%) reported an injection of personal funds in 2015 
and this was equally likely to have been a choice as something the SME 
felt that they had to do. This is in line with 2014 but remains lower than 
the 38% reporting an injection of funds in 2013 

• A consistent 1 in 3 SMEs received trade credit from their suppliers and 
two thirds of these SMEs said that this credit reduced their need for 
external finance 

• Including both trade credit and personal funds alongside external 
finance to make a wider definition of ‘business funding’ sees 64% of all 
SMEs using such funding (compared to 37% using external finance) 

Half of SMEs (47%) met the definition of a Permanent non-borrower in 
2015 (those SMEs that are not using external finance and show no 
appetite to apply) 

• This proportion has increased steadily over time (from 34% in 2011) but 
there were signs towards the end of 2015 that this trend may not be 
continuing (in Q4 itself, 43% of SMEs met the definition of a PNB)  

• PNBs are as likely to be profitable and to hold high credit balances, but 
they are less likely to plan, be international or expect to grow

• Excluding these PNBs, with little apparent appetite for finance, 
increases the proportion of remaining SMEs using external finance in 
2015 to 70% and this proportion has increased over time (it was 66%  
in 2012) 
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Use of external finance 
SMEs were asked some initial questions about their use of external finance: 

• Which of a specified list of sources they were currently using 

• Whether they had used any form of external finance in the past 5 years 

Use of external finance for YEQ4 2015 was 37%, in line with 2014 (37%). This remains lower than in 
previous years and use of external finance has declined from 44% in 2012. 

Analysis by quarter showed use of external finance in Q4 2015 itself was 40%, somewhat higher than 
the other quarters of 2015 and more in line with 2013 (when 41% used external finance). Future waves 
will reveal whether this is the start of a trend of increasing use of external finance:  

Use of external 
finance in last 5 years  
Over time – all SMEs 

By date of interview 

Q4 
2013 

Q1 
2014 

Q2 
2014 

Q3 
2014 

Q4 
2014 

Q1 
2015 

Q2 
2015 

Q3 
2015 

Q4 
2015 

UUnnwweeiigghhtteedd  bbaassee ::   55002288  55000000  55000088  55002233  55002244  55003388  55000011  55000044  55000033  

Use now 40% 33% 39% 40% 36% 36% 36% 36% 40% 

Used in past but  
not now 

3% 3% 3% 3% 3% 3% 3% 4% 2% 

Not used at all 57% 64% 58% 58% 62% 61% 60% 61% 57% 

Q14/15 All SMEs  
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The Q4 2015 increase reflected an increased use of external finance amongst all SMEs except those 
with 10-49 employees. There remained clear differences in the use of external finance by size of SME 
and in Q4 2015 SMEs with 50-249 employees were still nearly twice as likely to be using external 
finance as those with 0 employees:

Currently use external finance  
Over time – all SMEs 

By date of interview – row 
percentages 

Q4 
2013 

Q1 
2014 

Q2 
2014 

Q3 
2014 

Q4 
2014 

Q1 
2015 

Q2 
2015 

Q3 
2015 

Q4 
2015 

All 40% 33% 39% 40% 36% 36% 36% 36% 40% 

0 emp 35% 26% 35% 35% 32% 32% 32% 31% 35% 

1-9 emps 53% 50% 50% 53% 44% 48% 47% 49% 53% 

10-49 emps 65% 66% 59% 64% 55% 61% 60% 59% 59% 

50-249 emps 74% 61% 64% 65% 61% 58% 63% 60% 63% 

Q14/15 All SMEs , base varies slightly each quarter 

 

The table below shows use of finance by risk rating for each quarter. In Q4 2015, those with a low risk 
rating were somewhat more likely to be using external finance: 

Currently use external finance  
Over time – all SMEs 

By date of interview – row 
percentages 

Q4 
2013 

Q1 
2014 

Q2 
2014 

Q3 
2014 

Q4 
2014 

Q1 
2015 

Q2 
2015 

Q3 
2015 

Q4 
2015 

All 40% 33% 39% 40% 36% 36% 36% 36% 40% 

Minimal 46% 44% 51% 46% 35% 41% 48% 51% 49% 

Low 48% 45% 44% 36% 37% 51% 46% 41% 50% 

Average 40% 33% 38% 40% 33% 35% 38% 39% 40% 

Worse than average 37% 28% 36% 39% 37% 31% 29% 31% 36% 

Q14/15 All SMEs , base varies slightly each quarter  
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As already reported, use of external finance has declined overall from 44% in 2012 to 37% in 2015. The 
table below summarises this change in use of external finance by key demographics: 

 Use of external finance over time to YEQ4 2015 

By size of SME Use of external finance fell across all size bands: 

• For those with 0 employees it fell from 38% in 2012 to 32% in 2015 

• For those with 1-9 employees it fell from 58% to 49% 

• For those with 10-49 employees it fell from 70% to 60% 

• For those with 50-249 employees it fell from 73% to 61%. 

Risk rating As overall, there has been a decline in use of external finance for all 
external risk ratings: 

47% of those with a minimal risk rating were using external finance in 2015, 
compared to 57% in 2012. 

47% of those with a low risk rating were using external finance in 2015 
compared to 52% in 2012. 

38% of those with an average risk rating were using external finance in 
2015. This remains lower than the 46% seen in 2012. 

32% of those with a worse than average risk rating were using external 
finance in 2015. There has been a steady decline in use of external finance 
by this group over time, from 41% in 2012. 

By sector YEQ4 2015 the most likely sector to be using any external finance remained 
SMEs in Wholesale/Retail (45%), together with Hotels and Restaurants 
(44%) and Agriculture (44%). The least likely to be using external finance 
were the Health and Construction sectors (33%).  

Compared to 2012, all sectors were less likely to be using external finance 
in 2015, with the exception of the Health and Other Community sectors 
where use was unchanged. The largest changes were seen in the 
Wholesale/ Retail (56% to 45%) and Manufacturing sectors (49% to 39%).

By age of business In 2015, Starts remained less likely to be using external finance (27%) with 
a slight increase in use of finance by age of business (35% of those trading 
for 2-5 years were using external finance, compared to 43% of those 
trading for more than 15 years). 

Compared to 2012, all ages of business were less likely to be using external 
finance in 2015, with the most marked drop amongst Starts (from 37% in 
2012 to 27% in 2015). 
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Use of core forms of finance 

To understand more about the use of external finance over time, the table below shows the overall 
reported use of the ‘core’ forms of finance (overdrafts, loans and credit cards) by quarter. The overall 
increase in use of finance in Q4 2015 is reflected here with use of ‘core’ finance increasing from 29% to 
32% of SMEs: 

Use of external 
finance  
Over time – all SMEs 

By date of interview 

Q4 
2013 

Q1 
2014 

Q2 
2014 

Q3 
2014 

Q4 
2014 

Q1 
2015 

Q2 
2015 

Q3 
2015 

Q4 
2015 

UUnnwweeiigghhtteedd  bbaassee ::   55002288  55000000  55000088  55002233  55002244  55003388  55000011  55000044  55000033  

Bank overdraft 18% 14% 18% 17% 16% 16% 16% 15% 17% 

Bank loan/Commercial 
mortgage 

6% 7% 8% 7% 7% 8% 6% 7% 8% 

Credit cards 16% 14% 15% 16% 14% 15% 15% 15% 17% 

AAnnyy  ‘‘ ccoorree ’’   pprroodduuccttss     
––   aa ll ll   SSMMEEss   

3311%%  2277%%  3300%%  3311%%  2288%%  2299%%  2288%%  2299%%  3322%%  

Q15 All SMEs  

 
Note that for YEQ4 2015, 80% of credit card 
users reported that they usually paid off the 
balance on their card in full each month (excl 
DK answers), so these businesses were not 
necessarily using their card as a source of 
finance, but as a payment mechanism. The 
larger the SME the more likely they were to pay 
off their credit card (76% of 0 employee SMEs 
with a credit card paid off the balance 
compared to 96% of those with 50-249 
employees). The proportion typically paying off 
the balance has changed very little over time (it 
was 79% for Q2-Q3 2013). 

7% of SMEs only use credit cards of all the 
forms of external finance reported. 86% of this 
group say that they usually pay off the balance 
each month. This is the equivalent of 6% of all 
SMEs who might be considered not to be using 
external finance, given that they use only credit 
cards and typically pay the balance off each 
month. 

Excluding credit cards from the ‘core’ product 
table above would result in 20% of SMEs in 
2015 with either an overdraft and/or loan and 
this proportion has declined over time from 
26% in 2012. 
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As already reported, overall use of finance has declined over time and a similar trend is seen for core 
forms of finance.  

• Back in 2012, 36% of SMEs were using ‘core’ finance (22% had an overdraft, 10% a loan and 18% 
were using credit cards) 

• Use of ‘core’ finance then declined from 36% to 29% in 2014, due in the main to a declining use 
of overdrafts (16% in 2014).  

• That decline appears to have halted. In 2015, 30% of SMEs were using ‘core’ finance and 16% 
had an overdraft.  

• There have been fewer changes in the use of loans and credit cards over time. For 2015 as a 
whole, 7% had a loan and 16% used credit cards.  

The decline in the use of any of these ‘core’ forms of finance was also seen across all sizes of business, 
notably the larger ones: 

• 0 employees: From 31% in 2012 to 25% in 2015 

• 1-9 employees: From 48% to 40% in 2015 

• 10-49 employees: From 62% to 50% in 2015

• 50-249 employees: From 67% to 53% in 2015 

From Q4 2012 those using ‘core’ finance were asked whether any of those facilities were in their 
personal name, rather than that of the business. For YEQ4 2015, a third of those using such facilities 
(36%) said that one or more facilities were in their personal name, the equivalent of 10% of aa ll ll   SMEs 
having a facility in their personal name (or 18% of SMEs excluding the ‘Permanent non-borrowers’). 
This had varied relatively little across the quarters in which the question has been asked. 
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As the table below shows, the incidence of facilities in a personal name varied by size of business. 
Amongst SMEs with loans, overdrafts and/or credit cards, 4 in 10 of those with 0 employees had some 
facility in their personal name (44%) compared to 8% of those with 50-249 employees. SMEs with 
these facilities, and who also had an average or worse than average risk rating, were more likely to 
have a facility in their own name (39% and 40%), but the equivalent figures for aa ll ll  SMEs showed 
relatively little difference by risk rating: 

Have element of facility in personal name 

YEQ4 15 – row percentages 

Of those with an 
overdraft, loan or 

credit card 

Equivalent % of all 
SMEs 

TToottaall   3366%%  1100%%  

0 employees 44% 10% 

1-9 employees 25% 9%

10-49 employees 14% 7% 

50-249 employees 8% 4% 

Minimal risk rating 25% 8% 

Low risk rating 25% 9% 

Average risk rating 39% 11% 

Worse than average risk rating 40% 9% 

Q15bbb All SMEs with one of these facilities 

 

Those operating their business banking 
through a personal account were somewhat 
less likely to be using any external finance 
(YEQ4 15, 22% were using a core form of 
external finance, compared to 31% of those 
operating through a business bank account). 
However, if they did use the relevant forms of 
external finance, then almost all, 85%, said 
that some or all of the loan, overdraft or credit 
card facilities that they had were in their 
personal name. Amongst those with facilities 

and operating a business account, three in ten, 
28%, said there were facilities in their personal 
name.  

As a result, amongst all SMEs, those using a 
personal account for their business were twice 
as likely to have a facility in their personal 
name as those using a business account (17% 
of those using a personal account v 8% of 
those using a business account had a facility in 
their personal name).
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From Q3 2014, in order to provide further granularity on the use of personal finance, SMEs using loans, 
overdrafts or credit cards were asked about each individual type of facility they held, rather than 
simply whether any of these facilities were in a personal name:  

Facilities in a personal name YEQ4 2015

Overdrafts 21% of all SMEs with an overdraft said it was in a personal name, of which 
84% were 0 employee SMEs. 8% said they had facilities in both personal 
and business names. 

27% of 0 employee SMEs with an overdraft said that it was in a personal 
name, declining by size of SME to 1% of overdraft users with 50-249 
employees. 

Loans 21% of all SMEs with a loan said it was in a personal name, of which 73% 
were 0 employee SMEs. 7% said they had facilities in both personal and 
business names. 

27% of 0 employee SMEs with a loan said that it was in a personal name, 
declining by size of SME to 2% of loan users with 50-249 employees. 

Credit cards 30% of all SMEs with a credit card said it was in a personal name, of which 
81% were 0 employee SMEs. 11% said they had facilities in both personal 
and business names. 

38% of 0 employee SMEs with a credit card said that it was in a personal 
name, declining by size of SME to 3% of credit card users with 50-249 
employees. 

 



54 

 

 

Any use of external finance  

The table below shows the full list of the different types of funding being used by SMEs YEQ4 2015. It 
includes both the core forms of finance already reported and the other forms of finance on which data 
has been collected, some of which may also be obtained from the bank.  

Larger businesses continued to make use of a wider range of forms of funding. Amongst SMEs with 
employees, 51% were using external finance – 41% were using any form of core finance and 27% any 
of the other forms of finance listed: 

External finance currently used  
YEQ4 15 – all SMEs 

Total 0 emp 1-9 emps 10-49 
emps 

50-249 
emps 

UUnnwweeiigghhtteedd  bbaassee ::   2200,,004466  44000022  66663322  66441111  33000011  

‘‘CCoorree ’’   pprroodduuccttss   ((aannyy))   3300%%  2255%%  4400%%  5500%%  5533%%  

-Bank overdraft 16% 14% 23% 24% 20% 

-Credit cards 16% 13% 21% 32% 38% 

-Bank loan 6% 5% 9% 12% 13% 

-Commercial mortgage  2% 1% 4% 6% 7% 

OOtthheerr   ffoorrmmss  ooff   ff iinnaannccee  ((aannyy))  1177%%  1133%%  2266%%  3377%%  3366%%  

-Leasing or hire purchase 7% 5% 12% 21% 21% 

-Loans from directors, family & friends 7% 6% 11% 10% 7%

-Equity from directors, family & friends  3% 2% 5% 5% 5% 

-Invoice finance 2% 1% 4% 10% 12% 

-Grants 2% 1% 3% 5% 6% 

-Loans from other 3rd parties 2% 1% 3% 5% 6% 

AAnnyy ooff tthheessee 3377%% 3322%% 4499%% 6600%% 6611%%

NNoonnee  ooff   tthheessee   6633%%  6688%%  5511%%  4400%%  3399%%  

Q15 All SMEs  

SMEs that import and/or export were asked about use of Export/Import finance. YEQ4 2015, 1% of such 
SMEs used these products, with little variation by size of business (<1-3%). 
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A summary analysis for YEQ4 2015 by risk rating showed that: 

• Those with a minimal or low risk rating were more likely to be using ‘core’ forms of finance (both 
39%) than those with an average (31%) or worse than average (24%) rating 

• This was also true for ‘other’ forms of finance – 22% for those with either a minimal or low risk 
rating compared to 15% of those with either an average or worse than average rating  

• As a result, 47% of SMEs with either a minimal or low risk rating were using external finance, 
compared to 38% of those with an average risk and 32% of those with a worse than average risk 
rating 

 

Those in Hotels and Restaurants, Agriculture and Wholesale/Retail were more likely to be using ‘core’ 
forms of finance. There was less variation by sector in terms of the use of ‘other’ forms of finance, with 
the exception of those in Construction who were less likely to be using such forms of finance (13%):  

External finance 
currently used  
YEQ4 15  
– all SMEs 

Agric Mfg Constr Whle 
Retail 

Hotel 
Rest 

Trans Prop/ 
Bus 

Health 
S Work 

Other 
Comm 

UUnnwweeiigghhtteedd  
bbaassee ::   

11550055  22008877  33550033  22002211  11880022  11881155  33551133  11778899  22001111  

Core finance 36% 31% 26% 36% 37% 29% 29% 26% 29%

Other finance 22% 18% 13% 22% 19% 20% 15% 15% 19% 

AAnnyy  ff iinnaannccee  4444%%  3399%%  3333%%  4455%%  4444%%  3388%%  3355%%  3333%%  3399%%  

Q15 All SMEs  
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From Q1 2014 SMEs using leasing, HP and vehicle finance were asked where this funding was obtained 
from, with SMEs able to give more than one source. From Q1 2015, those using these forms of finance 
have been asked to name the supplier(s) used and these have then been coded into the categories 
below to provide a more accurate analysis of how funding is being provided. 

For YEQ4 2015 leasing, HP and vehicle finance was obtained as follows: 

• 36% obtained this funding from a bank / bank subsidiary: 18% from their main bank, 19% from 
another bank 

• 14% from an equipment manufacturer 

• 25% from another leasing provider

• 3% from a broker 

 

These results are not that dissimilar to those in 2014 (when the SME self-identified the type of supplier 
used). Mentions of a bank are now slightly higher (having been 26% in 2014) and mentions of another 
leasing provider are somewhat lower (having been 39%) 

Amongst those using leasing, HP or vehicle finance, use of any bank for this finance varied relatively 
little YEQ4 2015 by size of SME: 

• 36% of 0 employee SMEs using leasing, HP or vehicle finance were using a bank 

• 35% of those with 1-9 employees 

• 42% of those with 10-49 employees 

• 40% of those with 50-249 employees 
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The table below details the use of all of these forms of funding over time. Loans and equity from 
family/friends/directors and bank loans/ commercial mortgages will be reported separately when 
sufficient data has been collected in further quarters. 

The long term decline in the use of core forms of finance has already been reported but use has been
stable recently. Use of other forms of finance is also stable, at around 1 in 6 SMEs in most quarters. The 
increased use of external finance in Q4 2015 (40%) is due to more use being reported of both ‘core’ 
and ‘other’ forms of finance:  

Use of external finance  
Over time – all SMEs 

By date of interview 

Q4 
2013 

Q1 
2014 

Q2 
2014 

Q3 
2014 

Q4 
2014 

Q1 
2015 

Q2 
2015 

Q3 
2015 

Q4 
2015 

UUnnwweeiigghhtteedd  bbaassee ::   55002288  55000000  55000088  55002233  55002244  55003388  55000011  55000044  55000033  

‘‘CCoorree ’’   pprroodduuccttss   ((aannyy))   3311%%  2277%%  3300%%  3311%%  2288%%  2299%%  2288%%  2299%%  3322%%  

-Bank overdraft 18% 14% 18% 17% 16% 16% 16% 15% 17% 

-Bank loan/Commercial 
mortgage 

6% 7% 8% 7% 7% 8% 6% 7% 8% 

-Credit cards 16% 14% 15% 16% 14% 15% 15% 15% 17% 

OOtthheerr   ffoorrmmss  ooff   
ff iinnaannccee  ((aannyy))   

1177%%  1133%%  1188%%  2200%%  1166%%  1166%%  1177%%  1166%%  1199%%  

-Leasing, hire purchase or 
vehicle finance 

9% 6% 7% 8% 6% 7% 6% 7% 8% 

-Loans/equity from 
directors/family/friends* 

7% 6% 9% 9% 7% 8% 8% 7% 10% 

-Invoice finance 2% 2% 3% 3% 2% 2% 2% 3% 2% 

-Grants 1% 1% 2% 2% 1% 2% 2% 2% 2% 

-Loans from other third 
parties 

1% 1% 1% 2% 2% 2% 2% 2% 2% 

AAnnyy  ffoorrmm  ooff   ff iinnaannccee  
––   aa ll ll   SSMMEEss   

4400%%  3333%%  3399%%  4400%%  3366%%  3366%%  3366%%  3366%%  4400%%  

Q15 All SMEs  
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The table below shows how sole use of ‘core’ and ‘other’ forms of finance has varied over the period of 
the SME Finance Monitor, as the proportion using none of these forms of finance increased from 56% to 
63% of SMEs:  

External finance currently used 
– all SMEs 

2012 2013 2014 2015

UUnnwweeiigghhtteedd  bbaassee ::   2200,,005555  2200,,003366  2200,,005555  2200,,004466  

Only use ‘core’ products 26% 23% 20% 20% 

Only use ‘other’ forms of finance 8% 9% 8% 8% 

Use both forms of finance 10% 9% 9% 9% 

Use none of these forms of finance 56% 59% 63% 63% 

Q15 All SMEs  

Between 2012 and 2015, the proportion using 
any forms of external finance declined from 
44% to 37% of all SMEs. This was almost 
entirely due to a smaller proportion using only 
the ‘core’ forms of finance (use of only loans, 
overdrafts and/or credit cards declined from 
26% to 20% but is currently stable). 8% of SMEs 
in 2015 only used one of the ‘other’ forms of 
finance, and this had changed little over time. 
The proportion of SMEs using both ‘core’ and 

‘other’ forms of finance was also fairly stable 
(9% in 2015). 

SMEs can use one or more of the forms of 
finance listed above, with most using just using 
one (if they use any). 59% of SMEs using any 
external finance were only using one of the 
forms of finance listed, varying by size of SME 
from 65% of 0 employee SMEs who were using 
external finance to 39% of those with 10-49 or 
50-249 employees.
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The table below shows the number of forms of finance used by all SMEs (including those using no 
external finance). Around a quarter of all SMEs in each size band used just one form of external 
finance. While 5% of the smallest SMEs were using 3 or more forms of finance, this proportion 
increased to around 1 in 5 of those with 10-49 or 50-249 employees:

Forms of external finance currently 
used YEQ4 15 – all SMEs 

Total 0 emp 1-9 emps 10-49 
emps 

50-249 
emps 

UUnnwweeiigghhtteedd  bbaassee ::   2200,,004466  44000022  66663322  66441111  33000011  

None 63% 68% 51% 40% 39% 

1 form of finance 23% 22% 26% 25% 25% 

2 forms of finance 8% 6% 12% 16% 15%

3 forms of finance 4% 3% 6% 9% 10% 

4 or more forms of finance 3% 2% 6% 11% 11% 

 

After further questioning, 2% of SMEs (YEQ4 2015) said that they were using an additional form of 
external finance not on the list detailed in full above. This did not vary much by size (2-3%) or risk 
rating (2-3%), or by sector (2-3%), and has varied little over time.  

There was a slight difference in use of these other forms of finance by whether the SME was also using 
one of the specified forms of external finance (4% for those also using the specified forms of external 
finance and 1% for those not). This means that 1% of aa ll ll  SMEs are classed as non-users of finance in 
this report (because they do not use any of the specified forms of external finance) but said at this 
question that they were using some other form of finance. 

No details were collected about what type of finance this was. 



60 

 

 

Injections of personal funds 
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.  

The table below shows that in Q4 2015, 3 in 10 SMEs (29%) reported an injection of personal funds and 
that this was as likely to have been a choice (15%) as something they felt they had to do (14%): 

Personal funds in last  
12 months  
over time – all SMEs 

By date of interview 

Q4 
2013 

Q1 
2014 

Q2 
2014 

Q3 
2014 

Q4 
2014 

Q1 
2015 

Q2 
2015 

Q3 
2015 

Q4 
2015 

UUnnwweeiigghhtteedd  bbaassee ::   55002288  55000000  55000088  55002233  55002244  55003388  55000011  55000044  55000033  

Inject personal funds – 
you chose to do to help 
the business grow and 
develop 

18% 15% 15% 13% 14% 14% 13% 15% 15% 

Inject personal funds – 
you felt you had no 
choice about this, that 
you had to do it 

15% 15% 15% 15% 15% 11% 13% 15% 14% 

AAnnyy  ppeerrssoonnaall   ffuunnddss   3333%%  3300%%  3300%%  2288%%  2299%%  2266%%  2266%%  3300%%  2299%%  

Not something you have 
done 

66% 70% 70% 72% 71% 74% 74% 70% 71% 

Q15d All SMEs  

The proportion of SMEs injecting personal funds has varied over time: 

• When this question was originally asked, around 4 out of 10 SMEs reported an injection of 
personal funds in the previous 12 months (43% for Q2-4 2012 and 38% for 2013 as a whole).  

• From Q4 2013 onwards, fewer SMEs reported putting in any personal funds, until 26% of those 
interviewed in both Q1 and Q2 2015 reporting any injection of funds in the previous 12 months. 
This was the lowest proportion to date and mainly due to fewer SMEs reporting that they felt 
that they had to put in funds (from 26% at their peak in Q3 2012 to 13% in Q2 2015).  

• For 2015 as a whole therefore, 27% of SMEs reported an injection of funds, almost unchanged 
from 2014 (29%), but with hints in Q3 and Q4 2015 that injections of personal funds may be 
increasing again (29% in Q4).  
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The more detailed analysis below is based on the combined results YEQ4 2015 to provide robust base 
sizes for key sub-groups. Smaller SMEs, with fewer than 10 employees, were much more likely to have 
received an injection of personal funds: 

Personal funds in last 12 months
YEQ4 15 – all SMEs 

Total 0 emp 1-9 
emps 

10-49 
emps 

50-249 
emps 

UUnnwweeiigghhtteedd  bbaassee ::   2200,,004466  44000022  66663322  66441111  33000011  

Inject personal funds – you chose to do to 
help the business grow and develop 

14% 15% 14% 8% 5% 

Inject personal funds – you felt you had no 
choice about this, that you had to do it 

13% 14% 12% 8% 2% 

AAnnyy  ppeerrssoonnaall   ffuunnddss   2277%%  2299%%  2266%%  1166%%  77%%  

Not something you have done 73% 71% 74% 84% 93% 

Q15d All SMEs from Q2 2012 

Amongst SMEs with employees, 24% reported any injection of personal funds – 13% because they 
chose to do so and 11% who felt that they had no choice. 

Over time, the proportion reporting an injection of personal funds has declined overall and also across 
size bands: 

• Amongst 0 employee SMEs, the proportion injecting personal funds fell from 45% in 2012 to 29% 
for 2015. They remained the most likely to report such an injection 

• Amongst those with 1-9 employees the proportion fell from 39% in 2012 to 26% in 2015  

• For those with 10-49 employees, 16% of those interviewed in 2015 reported an injection of 
funds, down from 22% in 2012  

• Amongst the largest SMEs with 50-249 employees the figure is 7% for 2015, down from 13% in 
2012  
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Analysis by age of business showed that it was the youngest, start-up businesses that were most likely 
to have had an injection of personal funds (43%), and that this was more likely to have been a choice 
(26%) than a necessity (17%). For older businesses, an injection of personal funds was less likely to 
have happened at all but where it had, a higher proportion of these injections were felt to have been a 
necessity: 

Personal funds in last 12 months  
YEQ4 15 – all SMEs 

Starts 2-5 yrs 6-9 yrs 10-15 
yrs 

15 yrs+ 

UUnnwweeiigghhtteedd  bbaassee ::   22000077  22008855  22225544  33332222  1100,,337788  

Inject personal funds – you chose to do to 
help the business grow and develop 

26% 18% 12% 10% 10% 

Inject personal funds – you felt you had no 
choice about this, that you had to do it 

17% 13% 11% 12% 12% 

AAnnyy  ppeerrssoonnaall   ffuunnddss   4433%%  3311%%  2233%%  2222%%  2222%%  

Not something you have done 57% 69% 77% 78% 78% 

Q15d All SMEs from Q2 2012 

Over time, Starts have always been more likely 
to report an injection of funds than older 
businesses. However, the 43% of Starts 
receiving an injection of funds for YEQ4 2015 is 
down from 68% in 2012, with a decline both in 
those choosing to inject funds (from 34% of 
Starts to 26%) and particularly those feeling 
that they had to (from 34% to 17%).  

Amongst older businesses there has been a 
smaller decline in injections of funds. Reported 
incidence of such injections is now typically 12-15 

percentage points lower than in 2012, the 
exception being those trading for more than 15 
years where 22% had seen an injection of funds 
in 2015, only slightly lower than the 28% in 2012. 

Those using a personal account for their business 
banking were somewhat more likely to have put 
personal funds in at all (39% v 25% of those with 
a business account) and to have felt that they 
had to do so (18% of SMEs with a personal 
account, 12% with a business account).
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Analysis by external risk rating also showed different experiences. Those with a worse than average 
external risk rating were the most likely to have seen an injection of personal funds (33%), compared 
to 17% of those with a minimal external risk rating. Half of all SMEs making any injection of funds 
reported that they had felt that they had no choice, and this did not vary much by risk rating: 

Personal funds in last 12 months  
YEQ4 15 – all SMEs 

Total Min Low Avge Worse/
Avge 

UUnnwweeiigghhtteedd  bbaassee ::   2200,,004466  33119900  66226666  44447744  44337711  

Inject personal funds – you chose to do to 
help the business grow and develop 

14% 8% 10% 12% 18% 

Inject personal funds – you felt you had no 
choice about, that you had to do 

13% 9% 9% 12% 15% 

AAnnyy ppeerrssoonnaall ffuunnddss 2277%% 1177%% 1199%% 2244%% 3333%%

Not something you have done 73% 83% 81% 76% 67% 

Q15d All SMEs from Q2 2012 

There has been little change over time in the proportion of SMEs with a minimal risk rating reporting an 
injection of funds (20% in 2012 to 17% in 2015). More marked declines were seen for those with a low 
(29% to 19%) or an average risk rating (36% to 24%) with the largest decline amongst those with a 
worse than average risk rating (50% to 33%).  

Analysis by sector showed relatively little variation in terms of any injection of funds, experienced by 
25-33% of SMEs in each sector:  

Personal funds in 
last 12 months  
YEQ4 15     
– all SMEs 

Agric Mfg Constr Whle 
Retail 

Hotel 
Rest 

Trans Prop/ 
Bus 

Health 
S Work 

Other 
Comm 

UUnnwweeiigghhtteedd  
bbaassee ::   

11550055  22008877  33550033  22002211  11880022  11881155  33551133  11778899  22001111  

Chose to inject 14% 13% 12% 14% 14% 15% 15% 16% 20% 

Had to inject 13% 14% 13% 14% 15% 16% 12% 11% 13% 

AAnnyy  ffuunnddss   2277%%  2277%%  2255%%  2288%%  2299%%  3311%%  2277%%  2277%%  3333%%  

Not done 73% 73% 75% 72% 71% 69% 73% 73% 67% 

Q15d All SMEs from Q2 2012 
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SMEs currently using external finance were more likely to have received an injection of personal funds 
(35% YEQ4 2015) than those not currently using external finance (23%) and were also more likely to 
say they had felt that there had been no choice (19% v 10%).  

 

Analysed by their overall financial behaviour in the previous 12 months, the ‘Would-be seekers’ (who 
had wanted to apply for finance but felt that something had stopped them) remained clearly more 
likely to have received an injection of personal funds (and to have felt that they had no choice):  

Personal funds in last 12 months  
YEQ4 15 – all SMEs 

Total Had an 
event 

Would-be 
seeker 

Happy 
non-seeker 

UUnnwweeiigghhtteedd  bbaassee ::   2200,,004466  44339966  448855  1155,,116655  

Inject personal funds – you chose to do to help 
the business grow and develop 

14% 15% 20% 14% 

Inject personal funds – you felt you had no 
choice about, that you had to do 

13% 22% 41% 10% 

AAnnyy  ppeerrssoonnaall   ffuunnddss   2277%%  3377%%  6611%%  2244%%  

Not something you have done 73% 63% 39% 76% 

Q15d All SMEs 

As already reported, the proportion of SMEs that have seen an injection of funds has declined overall, 
from 42% when the question was first asked in 2012 to 27% for 2015.  

• This was also true amongst those that have had a borrowing ‘event’ (from 52% to 37% for 2015) 
and amongst ‘Happy non-seekers’ (37% to 24%)  

• However, there has been no decline amongst the small group of ‘Would-be seekers’ of finance, 
from 62% in 2012 to 61% in 2015 and this group is now much more likely than SMEs generally to 
have seen an injection of personal funds (note that the definition of a ‘Would-be seeker’ was 
changed slightly at the end of 2012, but the 2013 figure under the new definition was 63% so 
the conclusion remains valid).

Additional data on whether these SMEs had previously been turned down by a bank (or thought that 
they would be), the amount of funds injected and whether this was a long or short term investment is 
not currently being gathered. 
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Use of personal accounts and accounts at other banks 
Most SMEs used a business bank account (81% excluding DK answers).  

Of the 19% that used a personal account, almost all, 94%, were 0 employee businesses. Excluding 
those with 0 employees reduces the proportion of remaining SMEs with a personal account to 5%. 

Analysis by sector showed that between 12% and 25% of SMEs in each sector used a personal account 
with the exception of those in Wholesale/Retail (where 9% use a personal account) and Health (where 
33% did). Starts were somewhat more likely to use a personal account (26%) as were those with a 
worse than average risk rating (24%). 

YEQ4 2015, SMEs using a personal account were: 

• less likely to be using external finance (28% used external finance, compared to 39% using a 
business account) and less likely to have applied for new or renewed facilities (4% versus 8%)  

• more likely to have put personal funds into the business (39% v 25% of those with a business 
account) and to be a ‘Permanent non-borrower’ (54% v 45%)  

 

In 2015, 98% of SMEs reported that they only used one bank for their business banking, with little 
difference by size. Multi-banking, not often seen to a significant degree in this market, has declined 
somewhat since 2011 amongst larger SMEs as the table below shows: 

Use one bank, row percentages 

 

2011 2012 2013 2014 2015 

All 98% 99% 99% 99% 98% 

0 emps 98% 99% 99% 99% 99% 

1-9 emps 97% 98% 99% 98% 98% 

10-49 emps 96% 97% 98% 97% 97% 

50-249 emps 94% 97% 98% 97% 98% 
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The ‘interweaving’ of business and personal funds 
A number of questions explore the use of personal funds and/or personal borrowing by SMEs and details are 
provided in the relevant chapters. For YEQ4 2015, 4 in 10 SMEs (40%) reported having one or more of these 
personal ‘elements’ to their business. This is in line with 2014 (41%) but lower than in 2012 (54%) and 2013 
(53%), as fewer smaller SMEs with less than 10 employees say that they have any personal element to their 
business. The table below shows how smaller SMEs, those with a worse than average risk rating and those 
in the Health sector remaining the most likely to have a personal element to their business: 

Had any personal element 
Row percentages 

YEQ4 15 

AAll ll   SSMMEEss   4400%%  

0 employee 44% 

1-9 employees 30% 

10-49 employees 17% 

50-249 employees 9% 

Minimal external risk rating 27% 

Low external risk rating 26% 

Average external risk rating 37% 

Worse than average external risk rating 47% 

Agriculture 37% 

Manufacturing 35%

Construction 43% 

Wholesale/Retail 33% 

Hotels & Restaurants 38% 

Transport 45% 

Property/Business Services etc. 36% 

Health 48% 

Other Community 45% 
 

Excluding SMEs with no employees reduces the proportion of remaining SMEs with a personal element 
to their business to 28%.
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Recent applications for other forms of finance 
The majority of this report focuses on activity around loans and overdrafts. For a complete picture of 
external finance applications in the 12 months prior to interview, an overview is provided below of 
applications for other forms of funding and the extent to which these were successful.  

As reported elsewhere, amendments were made to the answer codes for Q1 2014, splitting the 
loans/equity codes into loans from friends and family/directors and equity from friends and 
family/directors. These can now be reported as the new codes.  

As the table below shows, overall a small minority of SMEs had applied for other forms of finance (and 
this is stable over time), with larger SMEs more likely to have applied, notably for leasing: 

 Total Applied for 

Other finance applied for   
YEQ4 15 – all SMEs 

Applied % success 0 emp 1-9 
emps 

10-49 
emps 

50-249 
emps 

UUnnwweeiigghhtteedd  bbaassee ::   2200,,004466  VVaarr iieess   44000022  66663322  66441111  33000011  

Leasing/Hire purchase/vehicle finance 5% 94% 3% 8% 14% 14% 

Credit cards 3% 85% 3% 5% 6% 7% 

Loans from family/friends or directors 4% 89% 3% 5% 4% 2% 

Grants 3% 67% 2% 4% 6% 7% 

Equity from family/friends or directors 1% 82% 1% 2% 2% 1% 

Invoice finance 1% 75% 1% 2% 4% 5% 

Loans from other 3rd parties 1% 67% 1% 2% 3% 2% 

AAnnyy  ooff   tthheessee  1133%%  --   1100%%  1188%%  2255%%  2255%%  

Q222 All SMEs 

Most applicants for most types of funding were successful, with larger SMEs (10-249 employees) that 
applied generally more likely to be successful. Success rates in 2015 have typically been somewhat 
higher that in 2014. 

SMEs that are companies were also asked about equity from other third parties. Less than 1% had 
applied for such finance. 
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In a series of new questions respondents were asked in more detail about these other forms of finance:  

 Applications for other forms of finance YEQ4 2015 

Net applications for 
facilities 

As the next chapter reports, 7% of SMEs interviewed YEQ4 2015 reported 
that they had made an application for a new or renewed loan or overdraft 
facility (not including any automatically renewed facility).  

Adding in the 13% reporting an application for one or more of these other 
forms of finance increases the proportion making any application to 17% 
(32% when the PNBs are excluded) 

This has declined from 21% in 2012 due to fewer loan and overdraft 
applications – applications for these other forms of finance has been more 
stable (14% in 2012) 

Other applications For YEQ4 2015, 1% of SMEs said that they had applied for some other 
form of finance not listed, half successfully and half unsuccessfully. The 
type of finance applied for is not recorded. 

Identifying additional 
‘Would-be seekers’ of 
other forms of finance 

From Q3 2015, SMEs who had not sought any of these forms of finance 
(whether from the list specified or any other source as above) were asked 
whether they had wanted to apply for any of them but had felt that 
something had stopped them 

87% of SMEs qualified for this question for Q3-Q4 2015 because they had not 
applied for any additional form of external finance, with limited variation by 
size (89% for those with 0 employees, 80% for those with employees) 

‘Would-be seekers’ of 
other forms of finance 

3% of SMEs asked said that something had stopped them applying for an 
additional form of finance, varying only slightly by size (3% for 0 
employee SMEs, 2% for those with employees).  

This is the equivalent of 2% of all SMEs – the potential impact on the 
proportion of ‘Would-be seekers’ overall is explored in Chapter 11.  

Net users of finance • Taking all loan/overdraft events (including automatic renewal of 
overdrafts) and the applications for other types of finance such as 
invoice finance together for YEQ4 2015 showed that: 

• Most SMEs, 75%, reported neither a loan/overdraft ‘event’ (covered in 
the remainder of this report), nor an application for any of the types of 
finance listed above 

• 13% reported a loan/overdraft event, but had not applied for other 
forms of finance  

• 8% had applied for other forms of finance but did not report a 
loan/overdraft event 

• 4% reported both a loan/overdraft event and applying for one of these 
forms of finance 
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Use of Trade Credit  
From Q1 2014, data has been gathered on the extent to which SMEs use trade credit from their 
suppliers. In Q3 2014 questions were added to explore the extent to which SMEs offer trade credit to 
their customers and the impact that both forms of trade credit have on their use of, or need for, 
external finance. 

YEQ4 2015, 33% of SMEs regularly purchased products or services from other businesses on credit. This 
has changed very little over time but increased by size of SME: 

• 28% of those with 0 employees regularly purchased on credit 

• 47% of those with 1-9 employees 

• 61% of those with 10-49 employees 

• 61% of those with 50-249 employees 

Those using other forms of external finance (loans, overdrafts etc) were more likely to be using trade 
credit (47%) than those who were not using external finance (25%). 

SMEs were also asked whether they offered trade credit to their customers. YEQ4 2015, 32% said that 
they did so, and this showed a similar variation by size of SME: 

• 28% of those with 0 employees offer trade credit to their customers 

• 42% of those with 1-9 employees

• 59% of those with 10-49 employees 

• 62% of those with 50-249 employees 

Those using other forms of external finance (loans, overdrafts etc) were also more likely to be offering 
trade credit (44%) than those who were not using external finance (25%).
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This means that overall, for YEQ4 2015, 18% of all SMEs both offered and received trade credit, 
increasing by size of business:   

Trade credit in last 12 months  
YEQ4 15 – all SMEs 

Total 0 emp 1-9 
emps 

10-49 
emps 

50-249 
emps 

UUnnwweeiigghhtteedd  bbaassee ::   2200,,004466  44000022  66663322  66441111  33000011  

Both offer and receive trade credit 18% 14% 28% 45% 48% 

Receive trade credit but do not offer it 15% 14% 19% 16% 12% 

Offer trade credit but do not receive it 14% 14% 14% 14% 14% 

HHaavvee  aannyy  tt rraaddee  ccrreeddii tt   
iinnvvoollvveemmeenntt     

4477%%  4422%%  6600%%  7755%%  7744%%  

Do not use trade credit at all 53% 58% 40% 25% 26% 

Q14y/y4 All SMEs from Q3 2014 

 

SMEs that received trade credit were asked whether having this trade credit meant that they had a 
reduced need for other forms of external finance. Two thirds of them did and this is the equivalent of 
22% of all SMEs needing less external finance, as the table below shows: 

Impact of receiving trade credit   
YEQ4 15 – all SMEs 

Total 0 emp 1-9 
emps 

10-49 
emps 

50-249 
emps 

UUnnwweeiigghhtteedd  bbaassee ::   2200,,004466  44000022  66663322  66441111  33000011  

Have less of a need for external finance 22% 18% 31% 41% 37% 

Do not have less of a need for external finance 10% 8% 13% 17% 18% 

Not sure 1% 1% 2% 3% 5% 

Do not receive trade credit 67% 72% 53% 39% 40% 

Q14y/y4 All SMEs from Q3 2014 

YEQ4 2015, SMEs currently using external finance (who are more likely to be using trade credit) were 
also more likely to say that they had less of a need for external finance as a result (32%) than those 
not using external finance (16%) or SMEs overall (22%). 
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Those SMEs that offered trade credit were asked whether offering this trade credit meant that they 
had an increased need for other forms of external finance. A quarter did and this is the equivalent of 
7% of all SMEs needing more external finance, as the table below shows: 

Impact of offering trade credit
YEQ4 15 – all SMEs 

Total 0 emp 1-9 
emps 

10-49 
emps 

50-249 
emps 

UUnnwweeiigghhtteedd  bbaassee ::   2200,,004466  44000022  66663322  66441111  33000011  

Have more of a need for external finance 7% 5% 11% 16% 17% 

Do not have more of a need for external finance 24% 21% 29% 39% 39% 

Not sure 1% 1% 2% 4% 6% 

Do not offer trade credit 68% 72% 58% 41% 38% 

Q14y/y4 All SMEs from Q3 2014 

 

For YEQ4 2015, SMEs currently using external finance (who are more likely to be offering trade credit) 
were also more likely to say that they had more of a need for external finance as a result (14%) than 
those not using external finance (3%) or SMEs overall (7%). 
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1 in 3 in the Manufacturing sector both offered and received Trade Credit, compared to just 8% in 
Health and 9% in Hotels and Restaurants. The Health sector was the most likely to say they had no 
involvement with Trade Credit at all (69%) compared to 42% of Manufacturers: 

Trade credit in 
last 12 months  
YEQ4 15     
– all SMEs 

Agric Mfg Constr Whle 
Retail 

Hotel
Rest 

Trans Prop/ 
Bus 

Health 
S Work 

Other 
Comm 

UUnnwweeiigghhtteedd  
bbaassee ::   

11550055  22008877  33550033  22002211  11880022  11881155  33551133  11778899  22001111  

Both offer and 
receive trade 
credit 

14% 32% 16% 24% 9% 16% 18% 8% 19% 

Receive trade 
credit but do not 
offer it

19% 16% 23% 21% 26% 7% 9% 13% 8%

Offer trade credit 
but do not 
receive it 

9% 11% 9% 10% 5% 19% 20% 10% 20% 

HHaavvee  aannyy  tt rraaddee  
ccrreeddii tt   
iinnvvoollvveemmeenntt     

4422%%  5599%%  4477%%  5566%%  4400%%  4422%%  4477%%  3311%%  4477%%  

Do not use trade 
credit at all 

58% 41% 53% 44% 60% 58% 53% 69% 53% 

Q14y/y4 All SMEs from Q3 2014 
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The table below shows that those in Manufacturing were the most likely to say that they required  
less external finance because they received Trade Credit. Meanwhile, those in Transport were 
somewhat more likely to say that they needed more external finance because they offered their 
customers trade credit:

Impact of trade 
credit  
YEQ4 15 – all SMEs 

Agric Mfg Constr Whle 
Retail 

Hotel 
Rest 

Trans Prop/ 
Bus 

Health 
S Work 

Other 
Comm 

UUnnwweeiigghhtteedd  
bbaassee ::   

11550055  22008877  33550033  22002211  11880022  11881155  33551133  11778899  22001111  

Need less finance 
as receive TC 

20% 34% 28% 30% 21% 13% 17% 12% 17% 

Need more 
finance as offer TC  

6% 9% 7% 8% 3% 10% 8% 5% 7% 

Q14y/y4 All SMEs from Q3 2014 
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The non-borrowing SME    
As this chapter has already reported, just over a third of SMEs (37% YEQ4 2015) currently use external 
finance. Other data from this report allows for identification of those SMEs who seem firmly disinclined 
to borrow, defined as those that meet aa ll ll  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 past 12 months 

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

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

• Reported no inclination to borrow in the next 3 months 

 

These ‘Permanent non-borrowers’ make up 47% of SMEs (YEQ4 2015), and were more likely to be 
found amongst the smaller SMEs: 

• 51% of 0 employee SMEs met this non-borrowing definition 

• 36% of 1-9 employee SMEs 

• 29% of 10-49 employee SMEs 

• 28% of 50-249 employee SMEs 

Amongst SMEs with employees, 35% met the definition of a ‘Permanent non-borrower’. 

Half of SMEs in the Construction (52%) and Health (51%) sectors met the definition of a ‘Permanent 
non-borrower’. Those with an Above average risk rating (51%) or using a personal account for their 
business banking (54%) were also somewhat more likely to meet the definition (this means that the 
equivalent of 10% of all SMEs are ‘Permanent non-borrowers’ who use a personal account). 
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The proportion of SMEs meeting the definition of a PNB has increased steadily over time from 34% in 
2011 and 2012 to 47% for 2015 as a whole. All sizes of SME have seen an increase in PNBs over time, 
with 0 employee SMEs remaining the most likely to meet the definition. There are though signs in the 
latter half of 2015 that the upward trend in PNBs may not be continuing:

PNBs Over time – all SMEs 

By date of interview  
– row percentages 

Q4 
2013 

Q1 
2014 

Q2 
2014 

Q3 
2014 

Q4 
2014 

Q1 
2015 

Q2 
2015 

Q3 
2015 

Q4 
2015 

AAll ll   SSMMEEss   4411%%  4488%%  3399%%  4400%%  4477%%  4488%%  4499%%  4466%%  4433%%  

0 employee 46% 54% 42% 44% 51% 53% 53% 50% 47% 

1-9 employees 30% 32% 31% 29% 39% 36% 38% 36% 33% 

10-49 employees 24% 22% 27% 23% 31% 29% 28% 30% 29% 

50-249 employees 17% 29% 23% 22% 28% 29% 26% 29% 28% 

 

As reported above, the increase in PNBs has been seen across all size bands: 

• From 38% in 2011 to 51% in 2015 for those with 0 employees 

• From 23% to 36% for those with 1-9 employees 

• From 16% to 29% for those with 10-49 employees 

• From 12% to 28% for those with 50-249 employees 

Over the same period, there has also been an increase in PNBs within each of the external risk ratings:

• From 33% in 2011 to 41% in 2015 for those with a minimal risk rating 

• From 34% to 38% for those with a low risk rating 

• From 36% to 45% for those with an average risk rating 

• From 32% to 51% for those with a worse than average risk rating 

SMEs of all ages were more likely to meet the definition of a PNB in 2015, with older businesses seeing 
smaller increases: 

• From 31% in 2011 to 54% in 2015 for Starts  

• From 36% to 49% for those trading for 2-5 years 

• From 32% to 49% for those trading for 6-9 years 

• From 36% to 44% for those trading for 10-15 years 

• From 33% to 42% for those trading for more than 15 years  
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If these PNBs are excluded from the ‘use of external finance’ table, the proportion using external finance 
increases to 7 in 10 of the remaining SMEs. There are signs that once the PNBs are excluded, the proportion 
of SMEs using external finance has started to increase – from 65% in 2014 to 70% in 2015:  

Use of external finance 
in last 5 years  
Over time – all SMEs  
excl PNBs 

By date of interview 

Q4 
2013 

Q1 
2014 

Q2 
2014 

Q3 
2014 

Q4 
2014 

Q1 
2015 

Q2 
2015 

Q3
2015 

Q4
2015 

UUnnwweeiigghhtteedd  bbaassee ::   33558855  33337700  33551144  33557766  33115533  33222200  33119955  33225588  33333388  

Use now 68% 63% 64% 66% 68% 70% 71% 66% 71% 

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

Not used at all  28% 32% 31% 29% 27% 25% 23% 27% 24% 

Q14/15 All SMEs  

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

Use of external finance and PNBs over time 2012 2013 2014 2015 

0 employees:     

- Use external finance 38% 35% 32% 32% 

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

All with employees     

- Use external finance 59% 57% 51% 51% 

- Permanent non borrower 24% 27% 32% 35% 

All SMEs from 2012 

Amongst 0 employee SMEs, the proportion using external finance and the proportion that met the 
definition of a PNB were the same in 2012. Since then, use of external finance has decreased, and the 
proportion meeting the definition of a PNB has increased such that in 2015 there was a 19 percentage 
point ‘gap’ between the two figures (32% were using external finance while 51% met the definition of 
a PNB).  



77 

 

 

For SMEs with employees, in 2012 twice as many were using external finance (59%) as met the 
definition of a PNB (24%). Since then there has been a decline in the proportion using external finance, 
and an increase in those meeting the definition of a PNB and the ‘gap’ has reduced from 35 to 16 
percentage points.

PNBs are now a major influence on the overall position of SMEs on access to finance. Additional 
analysis has therefore been conducted, to understand the types of SME that fit the PNB definition. 

As the table below shows, on a number of key measures, PNBs are only slightly different to SMEs who 
do not meet the definition. They are profitable and as likely to hold high credit balances but they are 
somewhat less likely to plan, to have innovated, be international or expecting to grow in the next 12 
months: 

PNBs  Further analysis YEQ4 2015 

Made a profit PNBs were slightly more likely to have made a profit in the previous 12 
months (82%) than non-PNBs (78%). Over time the proportion making a profit 
has increased in both groups – in 2012 74% of PNBs reported making a profit 
compared to 66% of non-PNBs – but the ‘gap’ between them has narrowed 

Hold £10k+ in 
credit balances 

23% of PNBs held more than £10,000 in credit balances, compared to 25% of 
those who were not PNBs. Over time the proportion holding £10,000 or more 
has increased in both groups – in 2012 17% of PNBs reported holding such a 
sum compared to 16% of non-PNBs 

Minimal/Low 
external risk 
rating 

21% of PNBs were rated a minimal or low risk, compared to 28% of non-PNBs. 
Over time the proportion with a minimal or low risk rating has increased in 
both groups – in 2012 14% of PNBs had such a rating compared to 17% of 
non-PNBs 

International PNBs were less likely to import and/or export. 13% were international 
compared to 20% of non-PNBs. This proportion has increased only very 
slightly over time for PNBs (7% were international in 2012) compared to non-
PNBs (12% in 2012) 

Innovation PNBs were less likely to have innovated (31%) than non-PNBs (42%). Neither 
group has changed much over time (In 2012, 33% of PNBs and 43% on non-
PNBs innovated)

Ambition 38% of PNBs planned to grow in the coming 12 months compared to 51% of 
non-PNBs. Since 2012, the proportion on PNBs planning to grow has varied 
between 37% and 43% with no clear pattern over time. For non-PNBs, 47% 
were planning to grow in 2012 but since then 51-52% have planned to grow 
each year 



78 

 

 

To explore this further, and to understand which factors in combination predicted a PNB, further 
detailed (CHAID) analysis was undertaken. This used data to Q2 2015 and the full analysis was 
included in the SME Finance Monitor report for Q2 2015. All the usual business demographic variables 
(size, sector, region, growth, profitability etc) were included.

This showed that the best predictor of being a PNB was turnover (rather than number of employees): 

• 48% of those with turnover of less than £100k were PNBs 

• 35% of those with turnover of £100k-£1.9m were PNBs 

• 21% of those with turnover of £2m-£9.9m were PNBs 

• 16% of those with turnover of £10m-£24.9m were PNBs 

 

60% of those who could not give a turnover figure were PNBs. (16% of respondents did not 
know/refused to give a turnover figure. 70% of these were 0 employee SMEs) 

There were some common themes across size bands, with SMEs more likely to be a PNB if: 

• “Access to Finance” was not seen as a barrier 

• They had not had a self-reported credit issue (such as a bounced cheque)  

• They did not receive Trade Credit

• They had not put personal funds into the business 

• They had not experienced a previous decline from a bank 

• They held higher credit balances 

• “Cash flow and late payment” was not rated as a barrier 

This highlights that being a PNB is linked to 
already having enough funds within the 
business. These PNBs are not using external 
finance but neither are they likely to be using 
trade credit or to have injected personal funds 
(which are outside the PNB definition) and nor 
is cash flow or late payment causing them 
issues. As the table above shows, on a number 
of other demographics (such as making a 
profit) there is little to choose between those 
who are a PNB and those who are not, albeit 

they are less likely to be planning to grow or to 
have innovated.  

These PNBs have indicated that they are 
unlikely to be interested in borrowing, based on 
their current views. At various stages in this 
report, therefore, we have provided an 
alternative to the ‘All SME’ figure, which 
excludes these ‘Permanent non-borrowers’ and 
provided an alternative figure that might be 
described as ‘All SMEs with a potential interest 
in external finance’.
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A wider definition of ‘Total business funding’ 
The ‘Permanent non-borrowers’ described in the previous section are defined by their non-use of, or 
appetite for, external finance (loans, overdrafts etc), and that definition will be maintained to provide 
consistent analysis over time. 

The addition of the questions on trade credit does, though, allow for an analysis of the use of ‘total 
business funding’ by SMEs in a wider sense, i.e. including both trade credit received and injections  
of personal funds. Note that the amount of trade credit received is not recorded, and that when  
last asked, the typical injection of personal funds was for a relatively small amount (often less  
than £5,000).  

For YEQ4 2015: 

• 37% of SMEs were using eexxtteerrnnaall   ff iinnaannccee as defined earlier in this chapter (i.e. loans, 
overdrafts, invoice finance etc).  

• An additional 16% of SMEs were not using external finance but were receiving tt rraaddee  ccrreeddii tt  

• And finally, a further 11% of SMEs were using neither external finance, nor trade credit, but had 
seen an iinn jjeecctt iioonn  ooff   ppeerrssoonnaall   ffuunnddss  into the business 

Widening the definition of external funding to include not only finance but also trade credit and 
personal funds thus increases the proportion of SMEs using ‘business funding’ from 37% to 64% and 
this has changed very little for the period for which this data is available. 
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As the table below shows, there was a bigger ‘uplift’ amongst smaller SMEs when this wider business 
funding definition was applied: 

Wider definition of business funding   
YEQ4 15 – all SMEs 

Total 0 emp 1-9 
emps 

10-49 
emps 

50-249 
emps 

UUnnwweeiigghhtteedd  bbaassee ::   2200,,004466  44000022  66663322  66441111  33000011  

Use external finance 37% 32% 49% 60% 61% 

Do not use finance but do use trade credit 16% 15% 18% 19% 17% 

Do not use the above but injected personal funds 11% 13% 6% 2% 1% 

TToottaa ll   bbuuss iinneessss   ffuunnddiinngg  6644%%  6600%%  7733%%  8800%%  7799%%  

Q14y/y4 All SMEs from Q3 2014 

The proportion using ‘business funding’ did not 
vary as much by age of business (58-68%) as 
by size of business (60-80%), with Starts  
seeing a much greater uplift between use of 
external finance and total business funding 
(27% to 63%). 

By sector, the proportion using ‘business 
funding’ varied from 55% of those in the Health 
sector to 73% of those in Manufacturing. 

PNBs by their very definition are not currently 
using external finance. Adding use of trade 

credit and injections of personal funds results in 
38% of PNBs using ‘total business funding’.  
For those that do not meet the definition of a 
PNB, the uplift is from 70% of these SMEs  
using external finance to 87% using ‘total 
business funding’. 

As reported above, 47% of all SMEs met the 
definition of a PNB. If those who had injected 
personal funds and/or used Trade Credit were 
excluded from the PNB definition, the 
proportion of PNBs would reduce to 29% of  
all SMEs.
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Attitudes to finance 
In Q3 2014, four attitudinal statements were 
added to the SME Finance Monitor, in order to 
improve understanding of SMEs’ attitudes to 
finance, as well as their behaviour. In Q3 2015 
these statements were reviewed, resulting in 
one being dropped, one altered and two new 
statements being added. 

The statement deleted was “We are aware of 
what our current external risk rating is as a 
business”. For YEQ2 2015, when this was last 
asked, 5 in 10 SMEs agreed that they were 
aware of their current external risk rating 
(which can be used by lenders to assess 
applications for finance), increasing by size of 
SMEs from 48% to 72%.

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

“If our cost of borrowing were to increase by 2% 
or more, the business would be struggling” 
H2 15 – all SMEs using external finance 

Total 0 emp 1-9 
emps 

10-49 
emps 

50-249 
emps 

UUnnwweeiigghhtteedd  bbaassee ::   55224422  665566  11771144  11993399  993333  

Strongly agree 13% 14% 12% 7% 5% 

Agree 20% 18% 25% 22% 15% 

Neither/nor 22% 24% 19% 22% 24% 

Disagree 33% 33% 33% 37% 42% 

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

TToottaa ll   ‘‘AAggrreeee ’’   3333%%  3322%%  3377%%  2299%%  2200%%  

Q238a5 All SMEs from Q3 2015 using external finance 

 

Amongst those using external finance 1 in 3 (33%) felt they would struggle if the cost of borrowing 
were to rise by 2% or more, declining slightly by size of SME to 20% of those with 50-249 employees. 
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The next two statements have been asked consistently since Q3 2014. Three quarters of SMEs agreed 
that their aim was to pay down debt and then remain debt free if possible, with little variation by size: 

“Our aim as a business is to repay any existing 
finance (eg on loan or overdraft) and then 
remain debt free if possible” 
YEQ4 15 – all SMEs 

Total 0 emp 1-9 
emps 

10-49 
emps 

50-249 
emps 

UUnnwweeiigghhtteedd  bbaassee ::   2200,,004466  44000022  66663322  66441111  33000011  

Strongly agree 41% 41% 44% 40% 37% 

Agree 33% 33% 33% 35% 38% 

Neither/nor 16% 17% 14% 15% 15% 

Disagree 6% 6% 5% 6% 7% 

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

TToottaa ll   ‘‘AAggrreeee ’’   7744%%  7744%%  7777%%  7755%%  7755%%  

Q238a5 All SMEs from Q3 2014 

 

Amongst those with employees, agreement with this statement was 77%. Amongst those currently 
using external finance it was 81% (v 71% amongst those not using external finance). 

There was almost no variation in levels of agreement by sector, from 72% in the Health and Other 
Community sectors to 76% in Agriculture, Wholesale/Retail and Property/Business Services. 

Since this question was first asked in Q3 2014, the proportion agreeing has changed relatively little (it 
was 69% in Q3 2014 but has been 73-76% since). 

 



83 

 

 

4 in 10 SMEs agreed that they were happy to use external finance to help the business grow, increasing 
by size of SME: 

“As a business we are happy to use external 
finance to help the business grow and develop” 
YEQ4 15 – all SMEs 

Total 0 emp 1-9 
emps 

10-49 
emps 

50-249 
emps 

UUnnwweeiigghhtteedd  bbaassee ::   2200,,004466  44000022  66663322  66441111  33000011  

Strongly agree 11% 11% 14% 15% 16% 

Agree 34% 32% 37% 42% 42% 

Neither/nor 16% 16% 16% 19% 22%

Disagree 25% 26% 22% 17% 14% 

Strongly disagree 14% 15% 11% 7% 7% 

TToottaa ll   ‘‘AAggrreeee ’’   4455%%  4433%%  5511%%  5577%%  5588%%  

Q238a5 All SMEs from Q3 2014 

 

Amongst those with employees, agreement with this statement was 52%. Willingness to use external 
finance was higher amongst larger SMEs overall. There was some variation in levels of agreement by 
sector, from 39% in the Health and Other Community sectors to 51% in Agriculture and 
Wholesale/Retail. 

Since this question was first asked in Q3 2014, the proportion agreeing has changed relatively little (it 
was 39% in Q3 2014 but has been 44-48% since). 
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Understanding demand for finance 

Demand for finance is becoming more of a focus for the SME Finance Monitor and those interested in 
the issue of Access to Finance for SMEs. Some further analysis was therefore undertaken to explore the 
types of SME more likely to agree that they would be prepared to use external finance to help the 
business develop and grow (45% overall) 

In 2015, those currently using external finance were more likely to agree that they would be prepared 
to use external finance (56%) than those who hadn’t used external finance for 5 years or more (38%). 

The table below shows who, within each of these two groups, is more likely to agree that they would 
be willing to borrow to grow, providing an indication of where future demand may come from:  

Use external finance (56% agree) Have not used in past 5 years (38% agree) 

Starts and 2-5 years trading – 62% agree  Starts – 47% agree 

Those with 50-249 employees – 67% agree Those who are not a PNB – 46% agree 

Those planning to grow – 65% agree Those planning to grow – 43% agree 

 

Amongst those not currently using external finance, the least likely to agree that they would use it in 
future were 

• Those trading for 15 years or more (32% agree) 

• Those with more than £10,000 of credit balances (33%) 
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The table below allocates all SMEs to one of four categories, depending on whether they are currently 
using external finance and whether they agreed that they would be willing to use external finance in 
future to help the business develop and grow:  

Combined analysis: Use of external finance and 
willingness to use in future 
YEQ4 15 – all SMEs 

Total 0 emp 1-9 
emps 

10-49 
emps 

50-249 
emps 

UUnnwweeiigghhtteedd  bbaassee ::   2200,,004466  44000022  66663322  66441111  33000011  

Use external finance and willing to use in future 21% 17% 29% 39% 41% 

Use external finance but not willing to use in future 16% 15% 20% 21% 20% 

Do not use it but willing to 24% 25% 22% 17% 18% 

Do not use it and not willing to 39% 43% 29% 23% 21% 

Q15 / Q238a5 All SMEs  

It shows that: 

• 1 in 5 SMEs (21%) were currently using finance and agreed that they would be willing to use it 
in future, increasing by size of SME to 41% of those with 50-249 employees.  

• The remaining users of finance (16% of all SMEs) did not agree that they would be willing to 
use finance in future (the equivalent of 44% of all users of finance).  

• A quarter of all SMEs (24%) were not using external finance but agreed that they would be 
willing to use it to help the business develop and grow.  

• The remainder, 4 in 10 SMEs, were non-users who would not be willing to use finance and this 
was more common amongst 0 employee SMEs (43% compared to 29% of those with 
employees). Three quarters of this group met the definition of a PNB. 

 

Further statistical analysis (CHAID) was then undertaken to uncover what best differentiates SMEs that 
agree that they are happy to use external finance to help the business grow and develop from those 
who disagree. The usual range of demographic factors was included in the analysis, plus current use of 
external finance and the analysis was run for all who have answered this question since it was first 
asked in Q3 2014, so some figures may not match those quoted above. 

The results of this analysis are summarised below. Initial analysis showed that the small group of SMEs 
who rated Access to Finance as a major obstacle (6% in this analysis) were more likely to agree that 
they would be willing to borrow (71% of this group versus 44% overall). Once that was set aside, the 
main differentiator was the SME’s current use of external finance.   
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 Agree Willingness to borrow to help the business grow 

Overall Over the time this question has been run on the SME Finance 
Monitor, 44% of SMEs have agreed that they would use external 
finance to help the business develop and grow, increasing by size 
(41-57%).  

Current use of finance is a 
key predictor 

Setting access to finance aside, the key predictor of willingness to 
borrow was current use of external finance: 

• 56% agreed with the statement if they were using external 
finance 

• 43% if they had used it in the past but not now 

• 37% if they were not using it. 

Users of external finance Amongst those currently using external finance, agreement with 
the statement was increased from 56%: 

• If they also planned to grow by 20% or more (69% agreed), 
increasing again to 75% if they were also a limited company  

• If they planned to grow by up to 20% (64% agreed), 
increasing again to 79% if their turnover was £2m-25m  

• Those who were not planning to grow were less likely to 
agree (46%) but if they had 50-249 employees then 
agreement increased to 61%. 

Previous users of external 
finance 

Amongst this group agreement with the statement was increased 
from 43% if they also held more than £10,000 in credit balances 
(59% agreed).  

Non users of external 
finance 

Amongst this group, agreement with the statement was increased 
from 37% if they had an owner/MD who was under 30 (49% 
agreed).  

If they were also planning to grow by 20% or more then 
agreement increased to 53%. 

Summary  Use of external finance aside, the key influencers on willingness 
to borrow to grow were: 

• Growth plans 

• Size of business (turnover and employees) 

• Credit balances held 

• The age of the owner. 
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The first of the new statements included from Q3 2015 is “Our current plans for the business are based 
entirely on what we can afford to fund ourselves”. As the table below shows, 8 in 10 SMEs agreed with 
this statement, decreasing slightly by size:  

“Our current plans for the business are based 
entirely on what we can afford to fund 
ourselves” 
H2 15 – all SMEs 

Total 0 emp 1-9 
emps 

10-49 
emps 

50-249 
emps 

UUnnwweeiigghhtteedd  bbaassee ::   1100,,000077  22000000  33330033  33220033  11550011  

Strongly agree 39% 40% 35% 27% 24% 

Agree 41% 40% 44% 46% 43% 

Neither/nor 10% 10% 10% 14% 17% 

Disagree 8% 7% 9% 12% 15% 

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

TToottaa ll ‘‘AAggrreeee ’’ 8800%% 8800%% 7799%% 7733%% 6677%%

Q238a5 All SMEs from Q3 2015 

Amongst those with employees, 78% agreed with this statement. Agreement with this statement did 
not vary by whether the SME was currently using external finance or not (both 80%).  

Further analysis will be undertaken of this statement as base sizes increase. 
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The second of the new statements included from Q3 2015 is “If our bank were unable to help us with the 
finance we needed, we would be happy for them to pass on our request to an alternative lender”. As the 
table below shows, 4 in 10 SMEs agreed with this statement, with relatively little variation by size:  

“If unable to help, happy for bank to pass on our 
request to an alternative lender” 
H2 15 – all SMEs 

Total 0 emp 1-9 
emps 

10-49 
emps 

50-249 
emps 

UUnnwweeiigghhtteedd  bbaassee ::   1100,,000077  22000000  33330033  33220033  11550011  

Strongly agree 10% 9% 11% 9% 8% 

Agree 30% 29% 34% 34% 32% 

Neither/nor 18% 18% 16% 21% 24% 

Disagree 26% 26% 26% 26% 26% 

Strongly disagree 16% 17% 14% 10% 11% 

TToottaa ll   ‘‘AAggrreeee ’’   4400%%  3388%%  4455%%  4433%%  4400%%  

Q238a5 All SMEs from Q3 2015 

Amongst those with employees, 44% agreed with this statement. Those currently using external 
finance were more likely to agree with this statement (48%) than those who were not (35%), again 
with little variation in size. 

 

 




