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11. Why were  
SMEs not  
looking to  
borrow in the  
previous 12  
months? 

 
 
 
 
 
 
 
 
 
 
This chapter looks 
at those that had not had a borrowing event, to explore whether they 
wanted to apply for loan/overdraft finance in the previous 12 months and 
any barriers to applying. 
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Key findings 
In 2014, 16% of SMEs reported a borrowing ‘event’ in the previous 12 
months, 5% would have liked to apply for a loan or overdraft but felt that 
something had stopped them (the ‘would-be seekers’) and most SMEs 
(79%) met the definition of a ‘Happy non-seeker’ of finance 

The proportion of SMEs reporting an ‘event’ has been relatively stable 
recently (albeit when the Monitor first reported in 2011 up to 1 in 4 SMEs 
reported a borrowing ‘event’). The proportion of ‘would-be seekers’ has 
declined from 7% in Q4 2012 to 3% in Q4 2014 and the proportion of 
‘Happy non-seekers’ has increased from 73% to 82% over the same period 

SMEs with employees were more likely to have experienced a borrowing 
‘event’ (24% in 2014). This is, though, lower than in 2012 (when 33% 
reported an event) as the proportion of ‘Happy non-seekers’ increased 
(from 59% in 2012 to 72% in 2014) 

Excluding the Permanent non-borrowers increases the proportion of 
remaining SMEs that have reported a borrowing event to 28% for 2014, 
while 8% were ‘Would-be seekers’. The largest group remained the ‘Happy 
non-seekers’ (64%)  
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When the ‘Would-be seekers’ were asked what had stopped them 
applying, discouragement and the process of borrowing were the main 
reasons. 38% of those who would have liked to apply for an overdraft, and 
44% of those who would have liked to apply for a loan, cited 
discouragement as their main barrier, almost all of it indirect (where the 
SME assumes they will be turned down and so does not approach a bank). 
The process of borrowing was cited by 35% of those who would have liked 
to apply for an overdraft, and 36% of those who would have liked to apply 
for a loan 

Analysis over time shows that discouragement (almost all of it indirect) 
has always been the key barrier for those who had wanted to apply for a 
loan while for those who had wanted to apply for an overdraft 
discouragement and the process of borrowing have alternated as the 
main barrier 

6% of SMEs had ever been declined for a banking facility. Most of those 
declined said that this had made them more reluctant to apply for finance 
subsequently, the equivalent of 5% of all SMEs. These SMEs were more 
likely to classify themselves as a ‘Would-be seeker’ of finance (21% v 5% 
of all SMEs) but almost half (44%) had experienced a borrowing ‘event’ in 
the previous 12 months (v 16% of all SMEs) 
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As already detailed in this report, a minority of SMEs reported any borrowing ‘event’ in the 12 months 
prior to interview. This chapter looks at those that had not had a borrowing event, to explore whether 
they had wanted to apply for loan/overdraft finance in the previous 12 months, and any barriers to 
applying. Because this chapter covers not only those that have had a borrowing event, but also those 
that have not, analysis continues to be based on the date of iinntteerrvv iieeww (unlike chapters 7 to 10 which 
are now entirely based on when the borrowing event in question occurred). 

All SMEs have been allocated to one of three groups, encompassing both overdrafts and loans:  

• HHaadd  aann  eevveenntt : those SMEs reporting any Type 1, 2 or 3 loan or overdraft borrowing event in 
the previous 12 months, or an automatic renewal of an overdraft facility. 

• WWoouulldd--bbee  sseeeekkeerrss : those SMEs that had not had a loan or overdraft borrowing 
event/automatic renewal, but said something had stopped them applying for either loan or 
overdraft funding in the previous 12 months. 

• HHaappppyy  nnoonn--sseeeekkeerrss : those SMEs that had not had a borrowing event/automatic renewal, and 
also said that nothing had stopped them applying for either loan or overdraft funding in the 
previous 12 months. 

Respondents can, and do, give different 
answers when asked about loans compared to 
when they are asked about overdrafts. Each 
respondent, though, can only be allocated to 
one of the three categories above, across both 
loans and overdrafts, starting with whether 
they are eligible for the ‘Had an event’ category 
(for loan and/or overdraft). If they are not, their 
eligibility for the ‘Would-be seekers’ category is 
checked (again for either loan or overdraft), 

and if they do not meet that definition either, 
then they are defined as a ‘Happy non-seeker’. 

This does mean that there are some 
respondents who met the definition of a ‘Would-
be seeker’ for one product (most typically a 
loan) who do not feature in this ‘Would-be 
seeker’ analysis because they also had a 
borrowing ‘event’ for the other product, and that 
takes priority in the classification process above.
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Changes to definitions used over time 

There have been a number of changes made in this chapter, albeit that the last change was made in 
Q4 2012. They are summarised below for information. 

AAuuttoommaatt iicc   rreenneewwaallss   rree--cc llaassss ii ff iieedd  
From Q4 2011, an additional question was asked that identified whether, from the SME’s perspective, 
their overdraft had been automatically renewed by their bank and, from Q2 2012, those experiencing 
an automatic renewal of an overdraft have been asked extra questions about that facility and also 
treated as having had an ‘event’. As a result, such respondents are no longer classified as either a 
‘Happy non-seeker’ or a ‘Would-be seeker’ of finance. From the Q2 2012 report onwards, the definition 
of ‘had an event’ was amended to include these automatic renewals, and all respondents from Q4 
2011 re-classified under the new definition. 

‘‘HHaappppyy  nnoonn--sseeeekkeerrss ’’   aanndd  ‘‘WWoouulldd--bbee  sseeeekkeerrss ’’   rree--ddeeff iinneedd  

A review was conducted of the way ‘Happy non-seekers’ were defined – those saying they neither 
applied, nor wanted to apply, for a facility in the 12 months prior to interview. 

As a result, from Q4 2012, the question used to separate the ‘Happy non-seekers’ from the ‘Would-be 
seekers’ was changed from: 

• Would you say that you would like to have an overdraft / loan facility for the business, even though 
you haven't applied for one? 

To 

• Has anything stopped you applying for an overdraft / loan, or was it simply that you felt that 
the business did not need one? 

Those that said ‘yes, something had stopped them’ to the new question were potentially ‘Would-be 
seekers’ (depending on the answers they gave to both the loan and the overdraft questions) and those 
who said no were potentially ‘Happy non-seekers’. This means results from Q4 2012 onwards are not 
directly comparable to those in previous reports. 

WWoouulldd--bbee  sseeeekkeerrss   ––   eexxppllaannaatt iioonn  ccooddeess   

The final change made for Q4 2012 was to the list of reasons available to ‘Would-be seekers’, 
explaining why they had not applied for a facility. The option ‘I prefer not to borrow’ was removed, as it 
was felt this was too general and was likely to be followed by ‘because … it is too much hassle / too 
expensive etc.’ and that these were the reasons that should be recorded. This means results from Q4 
2012 onwards are not directly comparable to those in previous reports. 
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To what extent do SMEs have an unfulfilled wish to borrow? 

The table below is based on the revised ‘Had an 
event’ definition described at the start of this 
chapter (i.e. including automatic renewals as 
an ‘event’), and new ‘Would-be seeker / Happy 
non-seeker’ definition. Figures from before the 
definition changes in Q4 2012 are shown in the 
longer term trend charts at the end of this 
report.  

As described earlier, the ‘Have had an event’ 
code includes not only applications for new or 

renewed loans and overdrafts (and the 
automatic renewal of overdrafts), but also Type 
2 and Type 3 events where either the bank or 
the SME was looking to reduce or repay an 
existing facility. The table below therefore 
shows, beneath the ‘event’ line, the proportion 
of SMEs each quarter that have applied for a 
new/renewed facility or had an overdraft 
facility automatically renewed, and then those 
that have had a facility reduced/cancelled or 
chose to do so (the Type 2 and 3 events):

 

Any events (overdraft and loan)  
All SMES, over time 

By date of interview 

Q4 
2012 

Q1 
2013 

Q2 
2013 

Q3 
2013 

Q4 
2013 

Q1 
2014 

Q2 
2014 

Q3 
2014 

Q4 
2014 

UUnnwweeiigghhtteedd  bbaassee ::   55000000  55000000  55000000  55000088  55002288  55000000  55000088  55002233  55002244  

Have had an event 21% 17% 19% 15% 17% 14% 17% 18% 15% 

• New or (auto) renewed 
facility 

18% 15% 16% 13% 15% 13% 15% 14% 13% 

• Type 2 or 3 events 3% 3% 4% 3% 4% 3% 4% 6% 3% 

Would-be seekers 7% 7% 6% 7% 4% 4% 5% 5% 3% 

Happy non-seekers 73% 76% 76% 78% 79% 82% 78% 77% 82% 

Q115/209 All SMEs ––   nneeww  ddeeff iinn ii tt iioonnss  from Q4 2012 – shaded figures 

This shows that most SMEs meet the definition of a ‘Happy non-seeker’ of external finance and that 
this has been at a somewhat higher level during 2014 (79% for 2014 as a whole, and 82% in Q4 2014 
itself) than previously. ‘Would-be seekers’ remained at the lower level seen post the definition change. 
The proportion of SMEs reporting an event remained at around 1 in 6. This is somewhat lower than the 
figures seen when the Monitor first started (when up to 1 in 4 SMEs reported a borrowing ‘event’). 

‘Permanent non-borrowers’ are by definition ‘Happy non-seekers’. The impact on the analysis above 
once the PNBs are removed is discussed later in the chapter. 
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The table below shows the reduction in the proportion of ‘Would-be seekers’ by key demographic 
groups over time. Compared to Q4 2013, smaller SMEs are now somewhat less likely to meet the 
definition:  

Would-be seekers

Over time – row percentages  

By date of interview        

Q4 
2012 

Q1 
2013 

Q2 
2013 

Q3 
2013 

Q4 
2013 

Q1 
2014 

Q2 
2014 

Q3 
2014 

Q4 
2014 

AAll ll   SSMMEEss   77%%  77%%  66%%  77%%  44%%  44%%  55%%  55%%  33%%  

0 employee 7% 7% 6% 7% 4% 4% 6% 6% 3% 

1-9 employees 7% 7% 5% 7% 5% 5% 4% 4% 3% 

10-49 employees 4% 4% 3% 3% 2% 3% 2% 2% 2% 

50-249 employees 2% 2% 1% 1% 1% 1% 1% 1% 1% 

Minimal external risk rating 2% 4% 2% 2% 3% 2% 1% 1% 2% 

Low external risk rating 5% 3% 2% 3% 4% 2% 3% 1% 2% 

Average external risk rating 5% 6% 6% 8% 4% 2% 3% 5% 2% 

Worse than average external risk 
rating 

7% 7% 6% 7% 4% 4% 8% 6% 5% 

Agriculture 3% 7% 3% 3% 5% 4% 2% 2% 3% 

Manufacturing 8% 6% 4% 5% 3% 2% 6% 4% 3% 

Construction 6% 7% 9% 7% 5% 4% 6% 5% 3% 

Wholesale/Retail 9% 8% 5% 7% 5% 8% 5% 4% 3% 

Hotels & Restaurants  6% 7% 6% 8% 8% 3% 8% 7% 5% 

Transport 6% 11% 7% 10% 5% 4% 10% 7% 8% 

Property/Business Services etc. 7% 7% 6% 7% 3% 2% 3% 5% 3% 

Health 4% 9% 2% 6% 2% 4% 4% 7% 1% 

Other Community 9% 4% 3% 7% 5% 6% 8% 8% 3% 

All excluding PNBs 11% 12% 9% 11% 7% 8% 9% 9% 6% 

Q115/209 All SMEs base size varies by category– nneeww  ddeeff iinn ii tt iioonnss  from Q4 2012 



207 

 

 

As in previous periods, SMEs with no employees were less likely to have had an ‘event’ than those with 
employees. The bigger the SME, the less likely they were to be a ‘Would-be seeker’ of external finance:  

Any events (Overdraft and loan)  
YEQ4 14 All SMES 

Total 0 emp 1-9 
emps 

10-49 
emps 

50-249 
emps 

UUnnwweeiigghhtteedd  bbaassee ::   2200,,005555  44000077  66661188  66442255  33000055  

Have had an event 16% 13% 24% 25% 19% 

Would-be seekers 5% 5% 4% 2% 1% 

Happy non-seekers 79% 82% 72% 73% 80% 

Q115/209 All SMEs– nneeww  ddeeff iinn ii tt iioonnss  from Q4 2012 

SMEs with employees were somewhat more likely to have experienced a borrowing ‘event’ (24%). 4% 
met the definition of a ‘Would-be seeker’ of finance, with the largest group, as overall, the ‘Happy non-
seekers’ (72%). Over time, SMEs with employees have also became less likely to report a borrowing 
‘event’ (33% did so in 2012) and more likely to be a ‘Happy non-seeker’ (59% in 2012). 

Those currently using external finance were no more or less likely to be a ‘Would-be seeker’ (5% v 4% 
not using external finance), but remained much more likely to have had an event (39% v 3% not using 
external finance). 

By risk rating, those SMEs with a minimal or low risk rating remained somewhat more likely to have 
had an event but across all risk ratings 8 out of 10 SMEs met the definition of a ‘Happy non-seeker’: 

Any events (Overdraft and loan)  
YEQ4 14 All SMEs with a risk rating 

Total Min Low Avge Worse/ 
Avge 

UUnnwweeiigghhtteedd  bbaassee ::   2200,,005555  33225555  55229988  55110022  44667755  

Have had an event 16% 20% 18% 17% 14% 

Would-be seekers 5% 1% 2% 3% 6% 

Happy non-seekers 79% 79% 80% 80% 80% 

Q115/209 All SMEs– nneeww  ddeeff iinn ii tt iioonnss  from Q4 2012 
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The proportion of ‘Would-be seekers’ varied relatively little by sector (3-7%). More variation was seen in 
terms of ‘Happy non-seekers’, which accounted for 84% of those in the Health sector (who were less 
likely to have had an event), compared to 73% of those in Wholesale/Retail (who were more likely to 
have had an event): 

Any events 
(overdraft and 
loan) All SMEs     
YEQ4 14   

Agric Mfg Constr Whle 
Retail 

Hotel 
Rest 

Trans Prop/ 
Bus 

Health 
S Work 

Other 
Comm 

UUnnwweeiigghhtteedd  
bbaassee ::   

11551111  22009999  33552211  22003311  11778855  11881111  33551122  11777799  22000066  

Have had an 
event 

23% 19% 14% 21% 20% 16% 14% 12% 16% 

Would-be 
seekers 

3% 4% 4% 5% 6% 7% 3% 4% 6% 

Happy non-
seekers 

75% 78% 81% 73% 74% 77% 83% 84% 77% 

Q115/209 All SMEs 

Analysis by age of business showed that Starts remained more likely to be ‘Would-be seekers’ (7%, 
along with those businesses trading for 2-5 years). Starts were less likely to have had an event (11%), 
compared to 21% of those in business for 15 years or more. 
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Barriers to overdraft or loan application  

SMEs that were identified as ‘Would-be seekers’ (i.e. they had wanted to apply for an overdraft/loan in 
the 12 months prior to their interview, but felt that something had stopped them) were asked about 
the barriers to making such an application.  

These are reported below, firstly how frequently they were mentioned at all and secondly how 
frequently they were nominated as the main barrier.  

The reasons have been grouped into the themes shown below, and respondents could initially 
nominate as many reasons as they wished for not having applied when they wanted to.  

 

For YEQ4 2014 the reasons given were: 

• PPrroocceessss   ooff   bboorrrroowwiinngg – those who did not want to apply because they thought it would be 
too expensive, too much hassle etc. This was given as a reason by 51% of all ‘Would-be 
seekers’, which is the equivalent of around 2% of all SMEs. 

• DDiissccoouurraaggeemmeenntt  – those that had been put off, either directly (they made informal enquiries 
of the bank and were put off) or indirectly (they thought they would be turned down by the 
bank so did not ask). This was given as a reason by 44% of all ‘Would-be seekers’, which is the 
equivalent of around 2% of all SMEs. 

• PPrr iinncc iipp llee   ooff   bboorrrroowwiinngg – those that did not apply because they feared they might lose 
control of their business, or preferred to seek alternative sources of funding. This was given as a 
reason by 26% of all ‘Would-be seekers’, which is the equivalent of around 1% of all SMEs. 

• CCuurrrreenntt   eeccoonnoommiicc   cc ll iimmaattee – those that felt that it had not been the right time to borrow. 
This was given as a reason by 10% of all ‘Would-be seekers’, which is the equivalent of less 
than 1% of all SMEs. 

The table below shows the combined results for YEQ4 2014, and all the reasons for not applying for a 
loan or overdraft that are included in the summary categories above. An additional question was asked 
of those giving more than one reason, asking them to nominate the key reason for not applying, and 
those results form the main analysis of barriers to application later in this chapter. 
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All ‘Would-be seekers’ Would have liked to 
apply for an overdraft 

Would have liked to apply for 
a loan 

All reasons for not applying when 
wished to YEQ4 14 

Total 0-9 
emps 

10-249 
emps 

Total 0-9 
emps 

10-249 
emps 

UUnnwweeiigghhtteedd  bbaassee ::   447755  334444  113311  334466  225544  9922**   

Issues with principle of borrowing 26% 26% 14% 15% 15% 20% 

-Not lose control of business 9% 9% 7% 3% 3% 13% 

-Can raise personal funds if needed  12% 13% 6% 9% 9% 9% 

-Prefer other forms of finance 9% 9% 8% 3% 3% 4% 

-Go to family and friends 6% 6% 3% 6% 6% 1% 

Issues with process of borrowing 45% 45% 47% 45% 45% 46% 

-Would be too much hassle 13% 13% 12% 9% 9% 13% 

-Thought would be too expensive 27% 27% 14% 26% 26% 17% 

-Would be asked for too much security 6% 6% 19% 9% 9% 16% 

-Too many terms and conditions 17% 17% 17% 7% 7% 17% 

-Did not want to go through process 9% 9% 8% 5% 5% 6% 

-Forms too hard to understand 2% 2% 3% 1% 1% 3% 

Discouraged (any) 42% 42% 38% 46% 46% 39% 

-Direct (put off by bank) 10% 10% 18% 17% 17% 14% 

-Indirect (thought would be turned 
down) 

34% 34% 26% 34% 34% 30% 

Economic climate 11% 11% 9% 5% 5% 5% 

Not the right time to apply 11% 11% 9% 5% 5% 5% 

Q116/Q210 All ‘Would-be seekers’ SMEs that wished they had applied for an overdraft or a loan – NNEEWW  DDEEFFIINNIITTIIOONN 
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The remaining analysis focuses on the main reason given by ‘Would-be seekers’ for not having applied 
for an overdraft or loan in the previous 12 months.  

The table below details the main reasons given by ‘Would-be seekers’ interviewed YEQ4 2014. 
‘Discouragement’ and the ‘Process of borrowing’ remain the two key issues. 90% or more of those who 
gave ‘discouragement’ as one of their reasons for not having applied (in the previous table) went on to 
cite it as their main reason, compared to around three quarters of those nominating the ‘process of 
borrowing’ who then went on to nominate it as their main reason.  

All ‘Would-be seekers’ Would have liked to 
apply for an overdraft 

Would have liked to 
apply for a loan 

Main reason for not applying when 
wished to YEQ4 14 

Total 0-9 
emps 

10-249 
emps 

Total 0-9 
emps 

10-249 
emps 

UUnnwweeiigghhtteedd  bbaassee ::   447755  334444  113311  334466  225544  9922**   

Discouraged (any) 38% 38% 34% 44% 44% 35% 

-Direct (put off by bank) 9% 8% 15% 12% 12% 9% 

-Indirect (thought would be turned 
down) 

30% 30% 19% 32% 32% 26% 

Issues with process of borrowing 35% 35% 35% 36% 36% 40% 

Issues with principle of borrowing 14% 14% 5% 10% 10% 10% 

Economic climate 4% 4% 7% 2% 2% 2% 

NNoonnee  ooff   tthheessee   99%%  99%%  1199%%  88%%  88%%  1133%%  

Q116a/Q210a All SMEs that wished they had applied for an overdraft or a loan – NNEEWW  DDEEFFIINNIITTIIOONN  

Amongst ‘would-be seekers’ of an overdraft, 
larger SMEs were more likely than smaller SMEs 
to report ‘direct’ discouragement (arising from a 
conversation with the bank), while smaller SMEs 
were more likely than larger ones to have felt 
indirectly discouraged about either a loan or an 
overdraft, or to mention the principle of 
borrowing for an overdraft. Otherwise there were 
few differences by size of business. 

Amongst ‘Would-be seekers’ with employees, 
the reasons given for not seeking a facility were 
very similar to reasons overall. For overdrafts, 
40% reported feeling ‘discouraged’ while 35% 
cited the process of borrowing and for loans 
both discouragement and the process of 
borrowing were cited by 37% of such ‘would-be 
seekers’.
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Previous changes to the question definition and 
answer codes available limit the time series 
data available. The table below shows the main 
reasons given for not having applied, shown by 
half year to provide robust base sizes. This 
shows that for loans, discouragement has 
always been the top reason (by a varying 
degree) with the process of borrowing second. 

For overdrafts, there has been more variability 
in the scores, with discouragement and the 
process of borrowing alternating as the top 
reason. Within the discouragement category, 
direct discouragement has been relatively 
consistent, and always at a lower level 
compared to the more variable indirect 
discouragement:

 

All ‘Would-be seekers’ Overdraft   Loan 

Main reason for not 
applying when wished to 
over time 

H113 H213 H114 H214 H113 H213 H114 H214 

UUnnwweeiigghhtteedd  bbaassee ::   337766  331122  225544  222211  224411  221166  118888  115588  

Discouraged (any) 36% 47% 44% 32% 46% 50% 41% 48% 

-Direct (put off by bank) 11% 12% 7% 10% 14% 12% 10% 15% 

-Indirect (thought would 
be turned down) 

25% 34% 37% 23% 32% 38% 31% 33% 

Issues with process  40% 31% 34% 36% 36% 28% 40% 31% 

Issues with principle  10% 7% 12% 15% 8% 5% 7% 13% 

Economic climate 6% 5% 2% 6% 2% 6% 4% 1% 

NNoonnee  ooff   tthheessee   88%%  1100%%  88%%  1111%%  88%%  1111%%  88%%  77%%  
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Analysis by external risk rating also showed discouragement and the process of borrowing as the main 
barriers. Discouragement was more of a barrier for those with an average or worse than average 
external risk rating, much of it indirect, while the process of borrowing was the main barrier for half of 
those with a minimal or low risk rating who would had would have liked to apply for an overdraft:  

All ‘Would-be seekers’ Would have liked to 
apply for an overdraft 

Would have liked to 
apply for a loan 

Main reason for not applying when 
wished to YEQ4 14 

Total Min/ 
Low 

Avge / 
WTA 

Total Min/ 
Low 

Avge / 
WTA 

UUnnwweeiigghhtteedd  bbaassee ::   447755  9966**   331155  334466  7766**   222200  

Discouraged (any) 38% 19% 38% 44% 33% 46% 

-Direct (put off by bank) 9% 5% 8% 12% 8% 15% 

-Indirect (thought would be turned 
down) 

30% 14% 30% 32% 25% 31% 

Issues with process of borrowing 35% 50% 33% 36% 29% 35% 

Issues with principle of borrowing 14% 13% 17% 10% 9% 9% 

Economic climate 4% 12% 3% 2% 7% 3% 

NNoonnee  ooff   tthheessee   99%%  66%%  99%%  88%%  2222%%  77%%  

Q116a/Q210a All SMEs that wished they had applied for an overdraft or a loan – NNEEWW  DDEEFFIINNIITTIIOONN  

 

Base sizes are too small for analysis by sector. 
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‘Would-be seekers’ represent a minority of all SMEs (5%). The table below shows, for the main reasons 
given by ‘Would-be seekers’, the equivalent proportion of all SMEs: 

Main reason for not applying  

YEQ4 14 

Would-be 
overdraft 
seekers 

All SMEs Would-be 
loan seekers 

All SMEs 

UUnnwweeiigghhtteedd  bbaassee ::   447755  2200,,005555  334466  2200,,005555  

Discouraged (any) 38% 1% 44% 1% 

-Direct (put off by bank) 9% * 12% * 

-Indirect (thought I would be turned down) 30% 1% 32% 1% 

Issues with process of borrowing 35% 1% 36% 1% 

Issues with principle of borrowing 14% * 10% * 

Economic climate 4% * 2% * 

Q116a/Q210a All SMEs v all that wished they had applied for an overdraft or a loan – NNEEWW  DDEEFFIINNIITTIIOONN  

 

The equivalent of 1% of all SMEs reported having felt discouraged from applying for an overdraft, and 
the same proportion felt discouraged from applying for a loan. 
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The effect of the ‘Permanent non-borrower’ 
As identified earlier in this report, 4 in 10 of all SMEs met the definition of a ‘Permanent non-borrower’ 
and this proportion has increased steadily over time. If such SMEs are excluded from the analysis in 
this chapter (because there is no indication from their answers that they will borrow), the population of 
SMEs reduces to around 2.6 million from 4.5 million. 

28% of this group of SMEs excluding PNBS reported a borrowing ‘event’. The proportion of ‘Happy non-
seekers’ declines to 64% but remains the largest group: 

Any events (Overdraft and loan)  
YEQ4 14 – all SMES 

All SMEs All SMEs 
excl. pnb 

UUnnwweeiigghhtteedd  bbaassee ::   2200,,005555  1133,,661133  

Have had an event 16% 28% 

Would-be seekers 5% 8% 

Happy non-seekers 79% 64% 

Q115/209 All SMEs 

For YEQ4 2014, once the PNBs are excluded, 8% of remaining SMEs met the definition of a ‘Would-be 
seeker’, compared to 5% of all SMEs.  

The table below shows the pattern over time, once the PNBs have been excluded. This shows a slight 
increase in ‘Happy non-seekers’ – in 2013 62% met the definition compared to 64% in 2014, with a 
corresponding decline in ‘Would-be seekers’ (10% to 8%): 

Any events (overdraft and 
loan)  
All SMES, excluding PNBs,  
over time 

By date of interview 

Q4 
2012 

Q1 
2013 

Q2 
2013 

Q3 
2013 

Q4 
2013 

Q1 
2014 

Q2 
2014 

Q3 
2014 

Q4 
2014 

UUnnwweeiigghhtteedd  bbaassee ::   33666644  33664499  33770077  33663377  33558855  33337700  33551144  33557766  33115533  

Have had an event 33% 29% 29% 26% 29% 28% 27% 30% 29% 

Would-be seekers 11% 12% 9% 11% 7% 8% 9% 9% 6% 

Happy non-seekers 57% 59% 62% 63% 64% 65% 64% 61% 65% 

Q115/209 All SMEs excluding PNBs ––   nneeww  ddeeff iinn ii tt iioonnss  from Q4 2012 – shaded figures 
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The table below shows the main reasons for not applying, using the revised ‘all SME’ definition that 
excludes the PNBs: 

Main reason for not applying when wished 
to – YEQ4 14 

Would-be 
overdraft 
seekers 

All SMEs 
excl. pnb 

Would-be 
loan seekers 

All SMEs 
excl. pnb 

UUnnwweeiigghhtteedd  bbaassee ::   447755  1133,,661133  334466  1133,,661133  

Discouraged (any) 38% 2% 44% 2% 

-Direct (put off by bank) 9% * 12% 1% 

-Indirect (thought I would be turned down) 30% 2% 32% 1% 

Issues with process of borrowing 35% 2% 36% 2% 

Issues with principle of borrowing 14% 1% 10% * 

Economic climate 4% * 2% * 

Q116a/Q210a All SMEs v all that wished they had applied for an overdraft or a loan  

 

The equivalent of 2% of all SMEs (excluding the PNBs) reported having felt discouraged from applying 
for an overdraft, and the same proportion felt discouraged from applying for a loan. 
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The longer term impact of previous declines 
Separate qualitative research conducted amongst the ‘discouraged would-be seekers’ revealed that a 
number of these SMEs felt discouraged due to a previous decline from a bank, which might have 
occurred a number of years ago. In order to understand the impact of such declines on the wider SME 
population as a whole, a new question was added to the SME Finance Monitor from Q1 2014 and is 
reported below, based on the data for Q1-Q4 2014 combined. 

6% of SMEs reported that they had ever been declined for a banking facility: 

Previous decline by 
bank 

All SMEs YEQ4 14 

By size of SME Smaller SMEs were more likely to have been declined: 

• 6% of 0 employee SMEs 

• 7% of those with 1-9 employees 

• 5% of those with 10-49 employees 

• 3% of those with 50-249 employees. 

Excluding the PNBs 10% of remaining SMEs once the PNBs were excluded have ever been 
declined (1% of PNBs have ever been declined). 

Risk rating By risk rating there was little difference for those with a minimal, low or 
average risk rating (4-5%) while 7% of those with a worse than average risk 
rating said that they had experienced a previous decline.  

Use of external 
finance 

10% of those currently using external finance had experienced a previous 
decline, increasing to 12% of the small group of SMEs that had used finance 
in the past five years but were not using it currently. 

 

Of those SMEs who had experienced a previous decline: 

• 75% said that this had made them more reluctant to apply for bank finance subsequently. This 
was the case across all size bands except the largest SMEs where half had been made more 
reluctant.  

• By external risk rating, two thirds of those with a minimal risk rating who had experienced a 
decline said that they had been made more reluctant, compared to around three quarters of 
those with a worse than average risk rating. 
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The table below shows that the equivalent of 5% of all SMEs had been made more reluctant to apply 
by a previous decline, rising to 7% once the PNBs have been excluded. 

 

The largest SMEs were somewhat less likely to have been affected by a previous decline, both overall 
and once the PNBs (with little apparent appetite for finance) had been excluded:  

Impact of previous decline by bank  

All SMEs YEQ4 14 Total 0 emps 1-9 
emps 

10-49 
emps 

50-249 
emps 

UUnnwweeiigghhtteedd  bbaassee ::   2200,,005555  44000077  66661188  66442255  33000055  

More reluctant to apply after a decline 5% 4% 5% 4% 2% 

Declined but not more reluctant 2% 1% 2% 1% 2% 

Have not been declined in past 94% 94% 93% 95% 97% 
Q240x and Q240y All SMEs  

  

Impact of previous decline by bank  

All SMEs YEQ4 14 excl PNBs Total 0 emps 1-9 
emps 

10-49 
emps 

50-249 
emps 

UUnnwweeiigghhtteedd  bbaassee ::   1133,,661133  22111111  44447700  44779955  22223377  

More reluctant to apply after a decline 7% 8% 7% 5% 3% 

Declined but not more reluctant 2% 2% 3% 2% 2% 

Have not been declined in past 90% 90% 90% 94% 96% 
Q240x and Q240y All SMEs excluding PNBs 
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Those with a worse than average risk rating were more likely to have been made more reluctant to 
apply by a previous decline: 

Impact of previous decline by bank  

All SMEs YEQ4 14 Total Min Low Avge Worse/
Avge 

UUnnwweeiigghhtteedd  bbaassee ::   2200,,005555  33225555  55229988  55110022  44667755  

More reluctant to apply after a decline 5% 3% 3% 3% 6% 

Declined but not more reluctant 2% 2% 1% 1% 2% 

Have not been declined in past 94% 95% 96% 95% 93% 
Q240x and Q240y All SMEs  

 

Amongst those currently using external finance, 7% were more reluctant to apply, increasing to 9% of 
those that had used finance in the past five years but were not using it currently. 

Analysis was then undertaken to see what impact this previous decline had had on borrowing 
behaviour in the 12 months prior to interview. As the table below shows: 

• Most of those who had never been declined were currently ‘Happy non-seekers’ of finance  

• Those who reported that the decline had made them more reluctant to apply for bank finance 
were more likely to meet the definition of a ‘would-be seeker’ of finance (21%) than either 
those not put off by their decline (8%) or those who had never been declined (4%):  

Impact of previous 
decline by bank 

  

All SMEs YEQ4 14 All SMEs Made more 
reluctant by 
decline 

Declined but 
not made more 
reluctant 

Not previously 
declined 

UUnnwweeiigghhtteedd  bbaassee ::   2200,,005555  880011  331199  1188,,993355  

Have had an event 16% 44% 39% 14% 

Would-be seekers 5% 21% 8% 4% 

Happy non-seekers 79% 35% 52% 82% 

Q240x and Q240y and Q115/209 All SMEs 
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A similar pattern of behaviour is seen once the PNBs have been excluded, with those made more 
reluctant to apply due to a previous decline the most likely to be a ‘would-be seeker’ of finance: 

Impact of previous 
decline by bank 

  

All SMEs YEQ4 14 excl 
PNBs 

All SMEs excl 
PNBs 

Made more 
reluctant by 
decline 

Declined but 
not made more 
reluctant 

Not previously 
declined 

UUnnwweeiigghhtteedd  bbaassee ::   1133,,661133  775522  228844  1122,,557777  

Have had an event 28% 49% 44% 26% 

Would-be seekers 8% 24% 9% 7% 

Happy non-seekers 64% 27% 47% 67% 

Q240x and Q240y and Q115/209 All SMEs excluding PNBs 

 

Whilst those made more reluctant to apply due 
to a previous decline are the most likely to be a 
‘would-be seeker’ of finance, they are also 
more likely to report a borrowing ‘event’  
– 49% compared to 28% of all SMEs excluding 
the PNBs.  

A similar pattern was seen when analysed by 
future borrowing intentions – 46% of those 
previously declined planned to apply in the next 
3 months compared to 24% of SMEs overall 
(excluding the PNBs), 32% were ‘would-be 
seekers’ (compared to 28% overall) and 23% 
were ‘Happy non-seekers’ (compared to  
49% overall).

 

 


