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Abstract: Small and medium enterprises (SMEs) are the backbone of the 
economies and constitute a principal element of the European Union's 
crisis recovery. In fact, the SMEs sector was one of the most affected by 
the financial crisis. Therefore, the risk that restricted availability of 
finance on favorable terms to firms could slow down an economic 
recovery is still present. In this conditions, in order to improve the access 
to finance for SMEs, the efforts should be focused on solving the problems 
regarding the working capital, assisting innovative start-ups and high-
growth SMEs, improving the SME and entrepreneurship financial 
environment in the long term, improving SME and entrepreneurs’ 
information and competencies, facilitating dialogue and consultation 
between governments, SMEs and financial institutions.   
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INTRODUCTION 
 

The SMEs can act as catalysts for change, helping economies to 
restructure quickly in response to changing economic, social and market 
conditions. One of the last challenges the SMEs had to face is the 
international financial crisis.  

An important part of the European economies, SMEs are essential 
for the economic recovery. This is why it is important to support SMEs in 
order to help the whole economy to regain strength and to return to 
sustainable growth.  
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In the current economic recession caused by the financial crisis the 
SME sector need a special attention. Overcoming the present difficult 
conditions for SMEs and entrepreneurs requires effective short-term 
measures that need, however, to be linked to structural improvements in the 
SME financial environment over the longer term in order to be successful 
and to restore growth.  

Looking to the future, there is also still a continuous risk that 
restricted availability of finance on favorable terms to firms could slow 
down an economic recovery. SMEs continue to suffer from difficult access 
to short term finance, whilst export credits and trade finance have declined 
considerably.  

 Most SMEs are suffering from the demand shock, whereas the 
credit crunch differs in severity and timing across countries. 
Credit tightening has been severe in spite of the drastic easing of 
monetary conditions by central banks.  

 Therefore the appropriate broader framework conditions are a 
critical determinant for SME financing. In these circumstances, 
there is a need for reliable governance, tax, regulatory and legal 
frameworks that provide a level playing field for all economic 
entities. 

 

MATERIALS AND METHODS 
 

For presenting the statistical data regarding the financing situation of 
the European SMEs, there were used the official information, several 
reports and analysis regarding the SMEs development. Among these studies 
are the followings: “Monthly Note on Economic Recovery in Manufacturing, 
Construction and Services Industries, EC”, “Survey on the access to finance 
of SMEs in the Euro area: second half of 2009, ECB”, “Policy Measures to 
Support High-Growth SMEs in the Western Balkans - OECD”, “Progress in 
the Implementation of the European Charter for Small Enterprises in the 
Western Balkans: 2009 SME Policy Index - OECD”, “The Euro Area Bank 
Lending Survey, ECB”,  “Economic Outlook, OECD”.  

Also in analysis there were used the conclusions of the surveys 
“European SME finance Survey/Results 2009, UEAPME“, “Turin 
Roundtable on the Impact of the Global Crisis on SME & Entrepreneurship 
Financing and Policy Responses – OECD“.  
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There were used the analysis methods in order to determine the 
causality, and in particular, to draw a conclusion on the effect of the 
financial measures on the European SMEs. 

In structure, the sources for SMEs’ financing in EU countries 
remained broadly unchanged. Internal funds and external financing from 
banks (loans, overdrafts and credit lines) continued to be the most important 
sources of financing for SMEs.  
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Figure 1. Financing structure of Euro area for SMEs 

Source: ECB, “Survey on the access to finance of SMEs in the Euro area: second 
half of 2009”, February 2010 

 
One of the first difficulties reported by the SMEs are related to the 

access to financing. Accordingly with the surveys, the overall situation on 
access to finance for SMEs in 2009 was significantly worse than a year 
before: between 20% and 32% of SMEs report increased difficulties as 
regards access to finance; between 2% and 4% of all SMEs are reporting 
that they have not access to finance at all (ECB, 2010). 

Among the largest euro area countries, the access to finance of 
SMEs in Spain remained worse than for those in Germany, France and Italy.  
The SMEs in all euro area countries reported on balance a further 
deterioration in the availability of bank loans despite the increased SMEs’ 
need for bank loans across euro area countries (figure 2).  
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Figure 2. SMEs’ need for bank loans across euro area countries 

(net percentage of respondents) 
Source: ECB, “Survey on the access to finance of SMEs in the Euro area: second 

half of 2009”, February 2010 
 
In terms of sectors, SMEs in all the main sectors of economic 

activity reported a deterioration in the availability of bank loans in the 
second half of 2009, but there was considerable heterogeneity across 
sectors: SMEs in the services and construction sectors were the least 
successful when applying for a bank loan.  
 As regards access to working capital (short term loans, overdrafts), 
part of the countries are reporting significant problems (i.e. UK) while 
others do not see relevant changes compared to one year ago.  
 ECB data for January indicate that lending in the euro-zone 
continued to contract reflecting both lower demand and tighter credit 
standards.   
 Bank lending to the private sector has been falling since 2009 and in 
January 2010 it was 2.7% lower than the year before. The slowdown has 
been most significant in short-term loans that started to decline already in 
November 2008, although in January 2010 a first small increase was 
registered. 
 A quite homogeneous picture emerged as regards the development 
of interest rates. While in the second half of 2008 the interest rates for SME 
loans increased in line with higher refinancing costs (i.e. Euribor), the 
countries from Euro zone are witnessing a decrease in interest rates during 
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the last months. The risk premium is still significantly above its rate in 
normal times.  
 This is also confirmed by the fact that banks ask SMEs for more 
collateral and more information to assess the risks of clients. 14% to 42% of 
SMEs report that their banks request for higher collateral and demand for 
more information by their banks.  
 As regards the impact of the financial crisis on the real economy, 
18% to 48% of all SMEs said that they will reduce their investments due to 
the crises and 7% to 33% fear that the crisis will have negative impacts on 
employment in their company.  
 
 

RESULTS AND DISCUSSIONS 
 

There is a general recognition that the availability of adequate 
financing is crucial for business growth and development. The financial 
crisis affected the possibilities to access the finance for SMEs.  

First of all, there is an increased problem of insufficient working 
capital which is threatening the SMEs. In these circumstances, should be 
taken measures to resolve the liquidity crisis. Thus, the most widely used 
measure has been the extension of SME loans and loan guarantees. From 
previous crises resulted that capital injections into banks were not sufficient 
to increase lending and that government guarantees were also required. In 
countries where SMEs are export-oriented, governments are also expanding 
export credit guarantees. However, some banks are still reluctant to take up 
loan guarantees.  

Some additional measures were taken by the governments such as 
the creation of “credit mediators”; the monitoring of SME lending by banks 
through timely reporting and the establishment of a code of conduct for 
SME lending by banks. Another policy response which attracted interest is 
when the government gives pre-fund agreements directly to the SMEs 
which then can be taken to the banks to obtain guaranteed loans.  
 In order to deal with cash flow problems, countries reported a 
number of temporary tax measures they had undertaken such as tax cuts and 
deferrals. It was suggested that governments give priority to reducing taxes 
that are “profit insensitive” that is, taxes which are paid regardless of 
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whether the SME is making a profit (e.g., payroll taxes). Some governments 
are also deferring social contributions by SMEs.  
 In supply chains SMEs are particularly vulnerable and some 
governments are guaranteeing their accounts receivable. In a number of 
countries fiscal stimulus packages allocate a percentage of government 
procurement to SMEs. Another major problem is the increase in payment 
delays. To alleviate cash flow problems some governments are leading the 
way in paying their SME suppliers within 30 days or less. Furthermore, the 
European Commission is revising the directive on payment delays.  
 There was a general consensus that it is necessary to ensure that 
innovative start-ups and high-growth SMEs have access to adequate funding 
at times of economic recession.  
  Some governments are stimulating the provision of private risk 
capital through co-investment and are reducing or eliminating taxes on 
capital gains for investment in SMEs by venture capital funds.  
 As SMEs often lack face-to-face contact with bank managers due to 
the current impersonal structure of the modern banking system, banks could 
consider balancing their scoring methods for assessing SME credit-
worthiness with adequate room being left for “relationship banking”. Banks 
could also enter partnerships with business service providers to help them 
reduce the risks in SME lending. Overall, it needs to be stressed that banks 
and the financial community are part and parcel of any solution to the SME 
and entrepreneurs’ financing problem. SMEs have to do their part to 
improve the transparency of their economic and financial conditions, as well 
as in improving the quality of their credit demand. More cooperation is 
therefore required among banks, SMEs and governments.  
 Issues have been raised regarding SMEs and the regulatory 
framework of Basel II and its pro-cyclical potential effects; if Basel II is 
revised in the wake of the financial crisis, governments could assess the 
possible effects on SME lending.  
 Evidence was offered that automatic systems of credit evaluation did 
not always function to the effect that viable companies could obtain credit. 
It was considered that less reliance should be placed on automated credit 
scoring methods. New systems are needed to evaluate the credit risk of 
SMEs on a company basis rather than on a sectorial basis.  

The specific financing needs of micro-enterprises (less than 10 
employees) which predominate the SME sector should be considered. In 
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traditional activities, small firms often require modest financing to conduct 
their business. This could be provided through micro-finance in countries 
which do not already have such schemes.  
 Improving the provision of general information on SME-related 
government measures is crucial for the implementation of government 
policy and programs. It could be facilitated in partnership with business 
service providers or business associations.  
 In order to improve the level of financial knowledge among SMEs, 
governments could support business development services and training 
programs.  
 SMEs should be engaged in the design of relevant finance-related 
policies and programs from the outset to ensure that their perspectives and 
needs are well understood and taken into account.  
 There is a need for more timely and SME specific data on the supply 
of and demand for financing so that the real situation of SMEs is known and 
so that policy makers can determine if their measures are working.  

 
CONCLUSIONS 

 
 The SMEs sector is one of the most affected by the international 
financial crisis. The effect of the crisis was felt especially in the financing 
issue, such as: higher risk margins; more demand for collateral/securities; 
lower demand for loans due to the economic crisis significant impact of 
financial difficulties on investment and employment.  

The survival of SMEs is based mostly on the financing measures and 
opportunities offered to these firms. In order to improve the access to 
finance for SMEs, the efforts should be focused on solving the problems 
regarding the working capital (through measures such as: making guarantee 
effective, solving the cash flow problems), assisting innovative start-ups and 
high-growth SMEs, improving the SME and entrepreneurship financial 
environment in the long term, improving SME and entrepreneurs’ 
information and competencies, facilitating dialogue and consultation 
between governments, SMEs and financial institutions, improving 
knowledge of the situation of SME and entrepreneurs’ financing. 

The efforts done at the EU level starts to indicate signs of progress. 
Therefore the European Commission registered important steps forward in 
the implementation of the Small Business Act (SBA) in 2009. The 
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consensus on the SBA and the adoption of an Action plan to better assist 
SMEs in coping with the economic and financial crises has triggered 
impressive progress on the EU level as well as in the Member States.  

At the height of the economic and financial crisis, the SBA 
implementation in the first year focused delivery among others priorities on 
the access to finance, too.  

Simplified EU state aid rules (through the Global Block Exemption 
Regulation and the temporary State aid framework) allowed Member States 
to better help SMEs. Loans and overall funding through the European 
Investment Bank and Fund have increased to €11,5 billion in 2009. 

Legislative proposals were tabled to better tackle the problem of late 
payments of invoices. Several governments have committed themselves to 
paying their bills within 30 days or less. Moreover, new rules are discussed 
under which Member States would be free to exempt micro-businesses from 
accounting rules thus potentially saving them a further €6.7 billion. 
 The EU initiatives should be correlated with the national ones in 
order to support the financing and development of the SMEs and thus, the 
economic growth.  
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