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Financing SMEs and Entrepreneurs: An OECD Scoreboard is a flagship publication of the OECD Working 

Party on SMEs and Entrepreneurship (WPSMEE). It provides information on SME financing indicators and 

policies for 48 countries, with the aim of helping governments and financial institutions monitor SME access 

to finance and financing conditions, and build evidence-based policies for a diversified SME financing offer. 

This interim special edition of the Scoreboard focuses on the impacts of the COVID-19 crisis on SME 

financing, and on policy responses by governments. It provides the latest official data on SME financing in 

2019 in the run-up to the crisis, as well as information on how SME financing has been impacted by the 

major social and economic disruptions caused by the COVID-19 pandemic beginning in early 2020. It also 

outlines government policy responses to preserve SME access to finance during the pandemic, and sets 

out considerations for the policy response going forward. 

It shows that the financing environment was generally favourable in the run-up to the pandemic, despite 

sluggish growth in SME lending, as SMEs increasingly turned to internal finance and alternative external 

instruments for their financing needs. However, the COVID-19 crisis hit SME revenues and profitability 

extremely hard, creating acute liquidity shortages for many firms.  

Early evidence suggests that bank lending held up in the first half of 2020 in many areas of the world. In 

some cases, lending volumes even increased to meet rising demand from small businesses, as they 

sought to make up for revenue shortfalls by taking on more debt. Public policies aiming to alleviate liquidity 

constraints have played a crucial role in this regard. 

On the other hand, alternative financing instruments are being impacted strongly by the crisis. In particular, 

there is concern that sources such as early-stage equity and trade finance may dry up as a consequence 

of the pandemic and related containment measures. Backsliding on the diversification of SME financing 

instruments, if it materialises, would reverse a positive trend towards achieving a better balance between 

bank lending and other financing instruments for SMEs. 

Governments and central banks have taken monetary and fiscal policy initiatives on an unprecedented 

scale. Many of the measures have aimed to provide relief to viable, but illiquid companies to limit 

bankruptcies. These policies were typically delivered in a very short period of time and were open to a 

large number of beneficiaries. Given the unexpected nature of the crisis, policy makers have demonstrated 

flexibility and a willingness to adjust their approaches as implementation proceeded. This often included 

simplifying schemes and loosening eligibility criteria. Up to now, governments have partnered principally 

with banks to channel support to SMEs, leveraging their networks and reach.  

It is becoming clear that the crisis is likely to be drawn out over time. Continued liquidity support on the 

current scale entails some risks, in particular for public finances and business dynamics. Policies going 

forward are likely to seek to mitigate these risks. While support programmes have been largely open to all 

SMEs affected by the crisis in its immediate aftermath, they may become more targeted to demonstrably 

viable firms in the next rounds of support. Support may also be made increasingly conditional on specific 

uses of funds, in order to contribute to medium- and long-term policy objectives. 

1 Executive summary and 

Introduction 
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In addition, there is increasing awareness that the current liquidity crisis could lead to a solvency crisis, as 

many SMEs compensate declining revenues by taking on more debt, often with government support. While 

the level of insolvencies and bankruptcies in the first half of 2020 were kept in check, the number of 

bankruptcies is expected to spike by the end of 2020 and in 2021. This raises the question of how to adapt 

policy approaches to support SMEs in need of finance, while not overburdening them with debt. The report 

describes some emerging practices in this area. 

Finally, policies in some countries are beginning to shift from liquidity support towards more structural 

measures to strengthen SME resilience and competitiveness. This includes measures to reverse the 

decline in start-up rates and to increase availability of early-stage equity finance, as well as a focus on the 

greening of the economy and other broad policy objectives. The crisis has also underlined the importance 

of SME digitalisation and prompted policy makers to place greater focus on actions to narrow the gap in 

the adoption of digital tools and technologies between small and large firms. Financing support can also 

be aimed at SME reskilling and the identification of new markets for SMEs. National recovery plans being 

rolled out are increasingly seeking to improve framework conditions, through both supply- and demand-

side measures. 

Through Financing SMEs and Entrepreneurs: An OECD Scoreboard, the OECD will continue to monitor 

developments and build the evidence base to support governments in developing appropriate policies to 

foster access to finance for SMEs and entrepreneurs, through this crisis and beyond. 
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This section provides a snapshot of SME finance trends in the period prior to the COVID-19 crisis, 

especially in 2019, based on country data provided through the OECD SME financing Scoreboard.1 

Data show that credit conditions were generally favourable before the crisis hit, and interest rates low. 

Nonetheless, the growth in the uptake of credit was weak or even negative in many countries in 2019, 

continuing a recent trend first documented in 2018. This was in part due to weak demand for bank credit 

by many SMEs. By contrast, the use of sources of finance other than straight debt, such as leasing and 

hire purchases and online alternative finance instruments (P2P and crowdlending), were generally up in 

2019, often substantially. Finally, SME non-performing loans remained at relatively low levels, suggesting 

a relatively healthy loan portfolio prior to the COVID-19 crisis. 

As documented in previous editions of the Scoreboard publication, credit conditions have been favourable 

for the since 2016, and interest rates in general decline over the 2014-19 period. Survey data illustrate, for 

instance, that relatively few SMEs operating in the EU 28 considered access to finance as their most 

pressing problem. Importantly, self-financing opportunities also appeared to improve in the years leading 

up to the COVID-19 crisis.   

Lending to SMEs weakened in 2019… 

Figure 2.1 depicts the median value of the outstanding stock of SME loans in three groups of Scoreboard 

countries. It shows that, compared to 2018, SME loan growth weakened in 2019 (or grew increasingly 

negative). In EU 28 countries, the median value declined by 3.56%. In other high-income countries, growth 

remained positive and at similar levels as in 2017 and 2018. Growth rates in mid-income countries, which 

expanded rapidly in the 2010-16 period, declined to less than one percent as a median value in 2019. 

                                                
1 This section summarises data from Australia, Austria, Belarus, Belgium, Brazil, Canada, Chile, the People’s Republic 

of China, Colombia, the Czech Republic, Denmark, Estonia, Finland, France, Georgia, Greece, Hungary, Indonesia, 

Ireland, Israel, Italy, Japan, Kazakhstan, Korea, Latvia, Lithuania, Luxembourg, Malaysia, Mexico, the Netherlands, 

New Zealand, Peru, Poland, Portugal, the Russian Federation, Serbia, the Slovak Republic, Slovenia, South Africa, 

Spain, Sweden, Switzerland, Thailand, Turkey, Ukraine, the United Kingdom and the United States.  

2 SME access to finance in the run-up 

to the COVID-19 crisis 
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Figure 2.1. Median growth rate in the outstanding stock of SME lending in three groups of 
countries 

Year on year growth, 2015-2019, as a percentage 

 

Note: The other high-income country category in this sample are Canada, Chile, Japan, New Zealand, Switzerland, and the United States 

Source: Data compiled from information received from individual country Scoreboards. 

These trends are confirmed by new lending figures, which declined in exactly half of 22 countries for which 

comparable data are available (see Figure 2.2). 

Figure 2.2. New lending flows to SMEs 

Year on year changes, as a percentage 

 

Source: Data compiled from individual country Scoreboards 
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… despite favourable credit conditions 

In 2019, interest rates declined in 22 out of 41 for which comparable data are available. The decrease is 

strongest in middle-income economies such as Colombia (4.83%) Mexico (3.84%), Georgia (2.40%) and 

China (1.78), with Brazil and Peru bucking this downward trend (see Figure 2.3). Aside from a very small 

uptick in interest rates in 2018, SME interest rates have been declining in recent years and were at historic 

lows in many countries at the start of the COVID-19 crisis. 

Figure 2.3. Changes in SME interest rates 

In basis points 

 

Source: Data compiled from individual country Scoreboards 

Survey data2 indicate that credit conditions in Canada, the euro zone, United Kingdom and United States 

remained broadly stable and generally loose in historical context. These surveys also indicate a decline in 

the demand for credit from SMEs in these three regions in 2019. This suggests that the aforementioned 

drop in the take-up of credit is largely due to demand-side factors, as opposed to the unavailability of bank 

loans. In Japan, the outstanding stock of SME loans increased by just 1% year-on-year in 2019 (adjusted 

for inflation), while the lending attitude of financial institutions improved significantly.3 

SME non-performing loans were relatively low in the run-up to the crisis 

Figure 2.4 illustrates that SME non-performing loans were relatively low in the run-up to the COVID-19 

crisis and declining in a majority of countries. 

                                                
2 This refers to the Canadian Small Business Credit Condition Trends 2009–2019, SAFE survey (conducted between 

16 September and 25 October 2019) and Bank Lending survey of 2019 for the euro zone, the 2019 Senior Loan Officer 

Opinion Survey on Bank lending practices in the United States and the Credit Conditions Survey 2019 in the United 

Kingdom. 

3 As reported by the TANKAN survey by the Bank of Japan: https://www.boj.or.jp/en/statistics/tk/index.htm/. 
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Figure 2.4. Non-performing loans 

Median value for participating countries, as a percentage of all SME and firm loans 

 

Note: Data for the Czech Republic, Malaysia and Russia are not included in the indicator for all firms due to differences in the definition of non-

performing loans 

Source: Data compiled from individual country Scoreboards. 

SME uptake of non-bank financing instruments continued to grow in 2019 

Previous scoreboard publications documented the strong growth in the uptake of alternative financing 

instruments by SMEs, in line with the G20/OECD High-Level Principles on SME Financing. This trend 

broadly continued in 2019. 

Venture capital investments 

Figure 2.5 shows an expanding VC market in 2019, with positive growth in 29 out of 40 countries for which 

data are available. This follows an upward trend observed in 2018. Growth was strongest in Central and 

Eastern European countries such as the Slovak Republic (255.43%), Poland (154.35%) and Estonia 

(121.87%). 

This data is corroborated by other studies. According to Crunchbase global data, USD 294.8 billion was 

invested in nearly 32 800 deals around the world in 2019, marking it as the second most active year on 

record. Seed and angel stage activities in particular were up. In fact, Q4 of 2019 set a new record high 

deal volume world-wide for these stages, with 20 343 deals taking place with a value of USD 15.7 billion, 

up 5.5% from the previous year, with “supergiant seed rounds” becoming more prevalent. Crunchbase 

documented 374 seed rounds of values of USD 5 million and above in 2019 world-wide. 
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Figure 2.5. Venture capital investments 

Year to year change as a percentage 

 

Source: Data compiled from individual country Scoreboards 

Online alternative finance 

While comprehensive data on the online alternative finance market in 2019 is not yet available, preliminary 

data indicate a strong increase in activities in most markets in 2019, with the exception of China. These 

developments indicate that online alternative finance was becoming an increasingly viable financing option 

for SMEs in the run-up to the COVID-19 outbreak. 

Activities in continental Europe, for instance, experienced strong growth in 2019, although from a low base 

in most countries. Peer to peer lending registered a growth of 92% in total transacted value between 2018 

and 2019, from EUR 2.5 billion to EUR 4.8 billion (Altfi, 2020[1]). In France, equity crowdfunding volumes 

grew by 72% between 2018 and 2019, crowdlending by 15% and donations by 9%, buoyed by progressive 

regulations, namely the Covenant Act, which raised collection thresholds and enhanced credibility among 

investors (Crowdlending, 2020[2]).  

In the United Kingdom and the United States, which have more established markets, activities expanded 

at a more moderate pace. Peer to peer lending and marketplace lending in the United Kingdom registered 

10.7% annual growth in 2019, compared to 12% between 2017 and 2018, and 34% between 2017 and 

2016 (Altfi, 2020[1]). Equity crowdfunding, registered a sharp decline of 40% in total transacted value in the 

first half of 2019 (Beauhurst, 2019[3]), possibly as a result of uncertainty related to Brexit. The United States 

experienced modest growth in total transacted value in crowdlending at 3.4% in 2019, compared to 2.9% 

in 2018 (Statista, 2020[4]). 

In most emerging markets, online alternative finance activities remain very modest, but country examples 

illustrate the potential for fast growth and the importance of an appropriate regulatory and supervisory 

framework. In Brazil, for example, equity crowdfunding total transacted value jumped from BRL 8.4 million 

in 2016 to BLR 79 million in 2019 (Latin America Business Stories, 2020[5]). This increase can be attributed 

to the introduction of crowdfunding regulation in 2018 which increased the number of new investors as well 

as the volumes raised. Similarly, in Indonesia, the main crowdfunding platforms have seen large increases 

in number of investors and volumes raised, following the issuing of guidelines by the Financial Service 

Authority in 2018 to define operational boundaries and transacted thresholds (KrAsia, 2020[6]).  
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China is an exception to this upward trend as a consequence of a regulatory crackdown on the industry. 

Following China’s Internet Financial Risk Rectification Office notification of a ceiling to peer to peer credit, 

total volume of peer loans declined significantly, from CHN 1 trillion in mid-2018 to CHN 492 billion by the 

end of 2019 (Wall Street Journal, 2020[7]). Credit value decreased by CHN 50 billion and all ten leading 

P2P platforms lost a significant proportion of their credit (Statista, 2020[8]). Many smaller platforms exited 

the market altogether, as the number of platforms fell to only 400 in 2019, from 3500 lenders in 2018 (Wall 

Street Journal, 2020[7]).  

Leasing and hire purchases 

Data on leasing activity during H1 2019 indicate an increase in leasing of 3.4% compared to the same 

period in 2018 in European countries, according to Leaseurope. Total leasing volumes in the first half of 

2019 stood at EUR 183.1 billion. The largest increase was real state leasing, reporting an increase of 

21.5% in new business volumes in the first half of 2019 and vehicle and equipment observing an expansion 

of 4.3% and 3.1% respectively. It is worth noting that leasing volumes outpaced equipment investment 

significantly in recent years. Although these numbers are not specific to SMEs, research suggests that a 

clear majority of these volumes flow to SMEs (Leaseurope, 2015[9]). 

Factoring 

Factoring globally registered a high degree of activity with volumes increasing by 5% on average between 

2018 and 2019. Global factoring volumes stood at a record EUR 2 923 billion, compared to EUR 2 767 

billion in 2018. The growth was most pronounced in Europe. In the United States, by contrast, factoring 

volumes declined by close to 4%, mostly for international operations. This can be explained in part by 

reduced trade between the United States and China (FCI, 2020[10]). 
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3 The impact of COVID-19 on SME 

financing 

The COVID-19 crisis continues to cause major disruptions and severe economic 

consequences for SMEs 

The COVID-19 pandemic and related containment measures are taking an extremely heavy toll on 

economies across the world. Global GDP is projected to decline by 4.5% in 2020, and to pick up by 5% in 

2021 with a highly uncertain outlook, dependent on the spread of the virus and possible medical 

breakthroughs.  In the pessimistic scenario, global economic growth would be reduced by 2 to 3 percentage 

points in 2021, global unemployment would increase further and corporate invest remain very weak 

(OECD, 2020[11]). 

The crisis represents the worst recession since the Second World War. In addition, the economic 

contraction is almost uniform across the world with economic growth in decline in a majority of emerging 

and developing markets, the first instance of negative growth in at least 60 years for these countries as a 

group (World Bank, 2020[12]). 

The business sector has been extremely hard hit by the crisis. Government-enforced lockdowns, 

disruptions to supply chains, and a slump in demand are expected to lead to sharp rises in corporate 

insolvencies and bankruptcies, albeit with large variations across sectors and countries (OECD, 2020[11]).  

SMEs have often been more affected and more vulnerable than large firms. The crisis has caused a major 

shock and up-ended the outlook for SMEs in the near term. The sections below describe the impacts of 

the crisis on SME access to finance, based on the latest available information and data. 

SME revenues have been hit hard, causing severe liquidity shortages. In the wake of the crisis, access to 

finance once again has become a major concern for enterprises around the world. In the short term, many 

companies faced acute liquidity shortages as revenues plummeted. Evidence indicates that operating 

expenses are often fixed and typically fall by only 6% on average when revenues drop by 10%. While there 

are variations across countries and sectors, small firms are generally not able to cut operating expenses 

in proportion with their loss in revenues, creating pressure on their cash flow (Bank for International 

Settlements, 2020[13]). 

 In addition, many small firms have limited cash reserves, often covering two to three weeks of outflows. 

Simulations based of firm-level data from European firms, for example, indicate that in the absence of 

government intervention, 20% of firms would exhaust their liquidity after one month, 30% after two months, 

and close to 40% after three months. It should be noted that the clear majority of firms under study were 

profitable and viable at the start of the crisis (OECD, 2020[14]). Data from the United States show that 86% 

of small businesses would need to take action to supplement funding or cut expenses when faced with a 

two-month revenue loss (Federal Reserve Bank of New York, 2020[15]). 

Compared to large enterprises, SMEs’ cash flow positions are likely to be affected more severely for the 

following reasons: 
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 First, SMEs are overrepresented in the sectors most affected by the crisis, in particular in wholesale 

and retail trade, air transport, accommodation and food services, real estate, professional services, 

and other personal services. In these sectors, the share of SMEs in employment is 75% on average 

across OECD countries, compared to just more than half for the economy as a whole. There are 

cross-country variations in this respect. In Greece and Italy, for instance, nearly 90% of the 

companies in the affected sectors are SMEs, compared to the United Kingdom, where the number 

is closer to 50% (OECD, 2020[16]). 

 Second, smaller firms are typically more financially fragile and have smaller cash buffers than their 

larger counterparts. This makes them less resilient to crisis. In the United States, for instance, half 

of SMEs operate with less than 15 days of cash reserves and only one in five enough to cover two 

months of missed revenue (Federal Reserve Bank of New York, 2020[17]). 

 Third, large companies generally find it easier to tap into different sources of finance, including 

from the market. In contrast, smaller firms are often very reliant on retained earnings and traditional 

bank debt. 

 Fourth, small companies have less bargaining power to enforce attractive payment conditions, and 

generally have weaker supply chain finance capabilities than their larger counterparts. A large-

scale survey among European SMEs revealed that 51% of respondents reported that late 

payments squeezed their liquidity during the COVID-19 crisis, compared to 39% in 2019. In 

addition, there was a noticeable increase in the percentage of SMEs that had to accept longer 

payment terms than they are comfortable with (Intrum, 2020[18]).  

 Finally, established small firms often struggle to adapt their business operations to the current 

situation, compared to large firms (and start-ups). For example, they may lack the financial skills 

and vision to improve their cash flow situation as required by the crisis. Likewise, smaller 

companies lag behind in terms of teleworking capabilities and the uptake of digital tools and 

technologies (OECD, 2020[16]).    

Credit demand and availability for SMEs increased in the months following the 

COVID-19 outbreak, thanks to government support  

There are indications that bank finance instruments remained relatively affordable and available in the 

immediate aftermath of the COVID-19 crisis, in large part because of the swift and forceful response from 

monetary and fiscal policies, as well as from public development banks, guarantee institutions and similar 

organisations.  

In fact, most preliminary data indicate an increase in loan volumes in the first half of 2020, following an 

uptick in SME demand. As profits have taken a strong hit, SMEs around the globe appear to be taking on 

more debt to substitute the drop in internally generated revenue. Survey data from the United States,  for 

instance, reveal that among firms that applied for financing in the prior 12 months, 46% would plan to take 

out additional debt to cover the finance gap left by the COVID-19 crisis (Federal Reserve Bank of New 

York, 2020[15]). 

In addition, and in contrast to the 2008-09 global financial crisis, banks are generally better capitalised and 

resilient, allowing them to keep credit flowing under current circumstances (see Box 3.1).   
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Box 3.1. Banking system resilience in the COVID-19 crisis 

In the aftermath of the 2008 Global Financial Crisis, regulatory and supervisory frameworks were 

updated in many countries with a view to strengthen banks’ capitalisation and resilience to future crisis. 

In particular, Basel 3 set standards concerning bank capital adequacy, stress testing, and market 

liquidity risk. 

This development leaves the financial sector better placed to sustain losses on their portfolio stemming 

from the COVID-19 crisis, while providing sufficient financing to the real economy. The European 

Central Bank (ECB), for instance, published the aggregate results of its vulnerability analysis of banks 

in July 2020. It shows that, under the baseline scenario, the financial soundness of banks active in the 

euro area would be impacted only modestly by the crisis and they would be able to continue fulfilling 

their role of lending to the economy. In a more pessimistic scenario, several banks would need to take 

action to maintain compliance with their minimum capital requirements, but risks to financial stability 

would remain modest (European Central Bank, 2020[19]). 

While is too early to fully assess if the above predictions will play out in practice, some factors play a 

key role in determining how much individual banks will be impacted by the crisis (Financial Stability 

Board, 2020[20]): 

 The existence and size of capital buffers, which can help absorb losses; 

 The general financial soundness of financial institutions to mitigate credit risk (e.g. greater 

supervisory scrutiny on credit risk management, government credit guarantees and equity 

support); 

 The allocation of credit to viable firms rather than unproductive ones; 

 Support measures by monetary and fiscal policy makers; 

 Regulatory and supervisory measures (whereby “regulatory arbitration” can lead to the 

suboptimal allocation of funds); 

 The effectiveness in which banks can rebuild their capital buffers. This in turn is influenced by 

their policies related to dividends pay-outs, the introduction of compensation caps, credit 

policies, their non-core activities such as investment banking or trading activities, cost-cutting 

programmes and so on (Mckinsey, 2020[21]). 

Source: (European Central Bank, 2020[19]), (Financial Stability Board, 2020[20]), (Mckinsey, 2020[21]). 

Euro area 

The most recent SAFE data (Survey on the Access to Finance of Enterprises), conducted by the European 

Commission and European Central Bank between 2 March and 8 April 2020, provides insights about the 

initial impact on SME access to finance and expectations for the rest of 2020. It shows that concerns over 

access to finance are mounting substantially among surveyed enterprises. 

Internal finance sources have suffered most so far and are expected to plummet in the second and third 

quarter of 2020. The expected deterioration in the availability of internal funds is much more pronounced 

than the lowest point indicated during the sovereign debt crisis in 2009. In addition, the availability of trade 

credit (both for domestic and international transactions) is expected to decline by 20%. Surveyed 

companies expect the availability of bank products to drop as well, to a lesser extent (European Central 

Bank, 2020[22]). 
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The July 2020 bank lending survey of the European Central Bank (ECB) provides information about 

developments in the second quarter of 2020 from the perspective of senior bank officials. It shows a 

marked uptick of the demand for loans from SMEs, mainly to cover emergency liquidity needs. In contrast 

to developments in the immediate aftermath of the 2008 financial crisis, and to developments in North 

America, credit standards did not change significantly in the first half of 2020 according to this survey. This 

is likely due to monetary policy of the ECB, policy actions to stimulate bank lending, in particular the 

expansion of credit guarantee schemes, and the comparatively strong capital base of banks active in the 

euro area (European Central Bank, 2020[23]). This is confirmed by data about the growth of credit to firms 

between February and April 2020, which rose sharply. This reflects (i) drawdowns of credit lines, (ii) rising 

demand for new loans to cover ongoing payment obligations in a period of declining revenues, (iii) 

precautionary borrowing and (iv) fiscal policy (European Central Bank, 2020[22]). 

North America 

Canada conducted its Business Outlook Survey between mid-May and early June. It shows that credit 

conditions have tightened significantly, despite a notable offsetting impact of government programmes, 

Bank of Canada facilities, and loan payment deferrals (Bank of Canada, 2020[24]). Nonetheless, other 

survey data by the Federation of Independent Business (CFIB) shows that, on average, small businesses 

have taken up CAD 150 000 in debt due to the crisis (CFIB, 2020[25]). 

In the United States, survey data from the Small Businesses Lending Survey on a sample of 113 

respondents conducted in March 2020 revealed that outstanding commercial and industrial loan balances 

increased year-on-year by 4.4% for small businesses. The flow of credit for SMEs also increased in 2020 

by 1.6% compared with the first quarter of 2019. This development is due to the expansionary monetary 

and fiscal policies that were introduced during that period, including a large decline in central bank interest 

rates, especially in March, and the introduction of multiple lending schemes to incentivise lending activities 

to small businesses (Federal Reserve Bank of Kansas City, 2020[26]) 

Survey data from The Senior Loan Officer Survey corroborates this information. The survey captures the 

opinion of senior bank officials and shows that in April 2020, banks indicate a strong uptick in the demand 

for corporate loans, despite a significant tightening of standards on corporate loans for all firm sizes and 

the increased use of interest rate floors, collateralisation requirements, loan covenants, and premiums 

charged on riskier loans (Federal Reserve Bank, 2020[27]). 

Mexico’s monetary policy also loosened as a response to the COVID-19 pandemic. In March, the Mexican 

Central Bank reduced interest rates to 6.75%, and later to 4.5%, and introduced credit schemes to increase 

liquidity to businesses, especially SMEs. One such scheme, open only to SMEs, has an overall budget of 

MXN 20 billion (Forbes, 2020[28]). 

Bank officials who responded to the “General Conditions and Standards in the Market of Credit survey” 

conducted in the first half of July 2020 expect an increase in Q3 of 2020 of the demand for credit from 

SMEs (and large businesses as a consequence). The same survey points to a decline of the demand in 

Q2 2020, largely because of a drop in corporate investments. Credit standards for SMEs have tightened 

in Q2 2020, and are expected to remain constant in Q3 (Banco de México, 2020[29]). 

Japan 

Corporate lending in Japan increased strongly in the first half of 2020, mostly for the benefit of SMEs. This 

development is driven largely by an expansionary monetary and fiscal policy, allowing firms to obtain loans 

at very low interest rates and attractive terms, often with a government guarantee. As a result of policy 

interventions, total lending to SMEs reached a record high in June and July with a growth of 6.2% and 

6.3% respectively (Japan Times, 2020[30]). 
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At the same time, survey data indicates that lending attitudes of financial institutions towards small 

businesses remain favourable. This coincides with a sharp decline of firm profitability. Small businesses in 

manufacturing industries indicate a decline of 43.3% of profits in 2020 compared to 2019, while medium-

size businesses in the same sector indicate a decline of 22.7% (Bank of Japan, 2020[31]).4 

United Kingdom 

The Credit Conditions survey in the United Kingdom surveys the perspective of bank officials regarding 

capital availability for loans and is hence a relevant and timely source of information. The results show an 

increase in the availability of credit for all business sizes in Q2 of 2020. As in other countries and regions, 

this is explained to a significant extent by the various governmental schemes that target corporates. Banks 

also indicate an increase in demand for loans in the second quarter of 2020 by all firm sizes. This pattern 

contrasts with the third and fourth quarter of 2019, when the demand of credit from SMEs slumped. Indeed, 

the rapid increase in request for credit in 2020 reflects the liquidity needs triggered by the pandemic (Bank 

of England, 2020[32]).  

The current crisis could reverse the recent trend of diversification of SME 

financing sources and instruments 

This section examines the impact of the crisis on other sources of finance, in particular early stage equity 

financing, which proved especially pro-cyclical in the 2008-09 financial crisis (OECD, 2020[33]). Early 

evidence suggests that COVID-19 could reduce the availability of alternative sources of finance, thereby 

slowing or reversing the recent trend of SME diversification of financing sources. 

In addition, the availability of internal funds has declined sharply in many SMEs as a consequence of the 

crisis and containment measures. Based on available information and data, there is some concern that the 

breakdown of supply chains may affect the price and availability of trade finance instruments5 (International 

Chamber of Commerce, 2020[34]). In particular, past experience indicates that trade finance instruments 

tend to be highly vulnerable in times of economic downturns (OECD, 2020[35]). 

Early stage equity finance 

The global financial crisis in 2008-09 had a profound and long-lasting impact on the venture capital market. 

In many countries, VC investments declined between 2008 and 2015-16, with volumes only recovering in 

more recent years (OECD, 2020[33]). 

Venture capital investments tend to lag the economic cycle, as deals, especially larger-scale ones, are 

often under preparation many months before the investment takes place and is reflected in the data. 

Nonetheless, early signs indicate that the sector may shrink again for an extended period in the absence 

of government intervention. 

In particular, many VC funds and business angel investors are reporting that they are mainly concerned 

about keeping their portfolio afloat. As a result of the COVID-19 pandemic, many start-ups are experiencing 

a large demand shock that will decrease their profits and growth prospects. As a result, many companies 

require follow-up funding earlier than initially expected, crowding out investments of new projects. A related 

point of concern pertains to exit options, which are likely to diminish because of the crisis, in part because 

                                                
4 Figures represent the non-consolidated accounts of the responding enterprise. 

5 Trade finance products typically include intra-firm financing, inter-firm financing, or more dedicated tools such as 

letters of credit, advance payment guarantees, performance bonds, and export credits insurance or guarantees 

(OECD, 2020[35]) 
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of lower M&A activities. If returns on current investments cannot be realised, there will be a shortage of 

capital that can be invested in new projects. In addition, there is a risk that non-traditional investors in 

equity funds, such as family offices, investment banks or non-financial companies that have entered the 

market in recent years may withdraw their investments in the perspective of disappointing returns (Mason, 

2020[36]). Moreover, there could be a drop in the demand for early-stage financing dependent on the impact 

of the crisis on the number of innovative start-ups. 

In China, where the outbreak and containment measures preceded other countries, early stage equity 

investments in the first quarter of 2020 were down by more than half compared to the same period one 

year earlier, with seed investments especially in decline. Early-stage equity finance activities also declined 

in other Asian countries that were affected by the viral outbreak relatively early (Mason, 2020[36]). 

In the United States, investments remained robust in the second quarter of 2020, much in line with volumes 

in the first quarter. This was, however, driven by an uptick of large-ticket VC investments of more than 

USD 100 million (which were likely agreed upon well in advance as explained above). By contrast, deals 

of less than USD 1 million, mostly consisting of seed capital and business angel investments, declined 

considerably in relative terms in Q2 2020. The overall number of investment rounds declined by 44% 

between Q2 2019 and Q2 2020. For seed-stage investments, the decline reached 57% (PitchBook-NVCA 

Venture Monitor and Crunchbase data, US VC investments data, 2020). 

The situation is broadly similar in the euro zone where deal making was strong in Q1 2020, but is expected 

to drop off significantly in Q2 and Q3, especially for deals involving smaller companies and for the seed 

and early stage of firms’ life cycle (Pitchbook, European private market activity). In the United Kingdom, 

only 95 deals were announced in March 2020, for a total amount of GBP 595 million (USD 782 million), 

compared to 174 deals in March 2019 worth GBP 1.46 billion (USD 2.16 billion). At the same time, there 

is an increased demand for equity financing among established firms, and Beauhurst, a data platform, 

expects a larger proportion of deals in 2020 to be follow-on rounds (to the detriment of new projects) 

(Beauhurst, 2020[37]).  

Governments are increasingly supporting the market for early-stage equity financing through various 

initiatives, which aim to counter the potential decline in supply (OECD, 2020[16]). 

Online alternative finance 

The online alternative finance market, comprising peer to peer lending (P2P) activities, equity crowdfunding 

and invoice trading, has grown considerably in many countries in recent years. It should be noted that this 

growth started from a low base, and volumes in 2019 remain relatively modest in most countries, with more 

developed markets in China, the United Kingdom and the United States (OECD, 2020[33]). It is the first time 

the sector faces a crisis of this magnitude, and the impact is uncertain. 

There are expectations that the sector may consolidate. A sharp drop in transactions is already hurting the 

sector, according to a report published in July 2020. Smaller players with weaker capital buffers are 

expected to leave the industry, leading to a more concentrated market, potentially reducing the access of 

online alternative finance to many smaller businesses and hence limiting progress in financial inclusion 

(IMF, 2020[38]). Funding may dry up as a consequence of the crisis, especially for more risky propositions. 

This may occur at the level of platforms, which often rely on risk capital for their operations, as well as for 

individual projects on crowdfunding platforms, given the recent influx of institutional investors and other 

non-retail investors (EIB, 2020[39]). Early evidence from European crowdfunding platforms suggest that 

there has been a pronounced impact on capital inflow from investors, in particular for new investments 

(Eurocrowd, 2020[40]). The main peer to peer lenders in the United Kingdom, for example, temporarily 

paused lending or altered their criteria, lowering loan-to-value or ceasing their lending to high risk 

borrowers, in order to protect investors (Altfi, 2020[1]). 
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At the same time, the crisis also presents an opportunity for the industry, especially over the longer term. 

The current circumstances have increased the demand for alternative finance. The ongoing trend of 

increasing collaboration between Fintech companies, banks and other established financial institutions will 

also likely be strengthened given the growing importance for financial incumbents to provide online 

services (IMF, 2020[41]). 

Governments are also increasingly working to support the development of a vibrant online alternative 

finance market. The crisis has spurred regulators across the world to accelerate existing regulatory 

innovation initiatives or introduce new legislation appropriate for the market (World Bank and CCAF, 

2020[42]).  

Despite the limited collaboration between non-traditional financiers (Fintech) and governments thus far, 

some experiences highlight the potential of innovation in financial services to ease SME access to finance 

during the COVID-19 crisis. For instance, in response to the crisis, Fintech firms have developed and 

circulated software to small lenders to simplify their processes and provide assistance rapidly. In the United 

States, a Fintech firm developed software to simplify the lending process for underserved small business 

through the Paycheck Protection Program (PPP)6 launched by the Small Business Administration (SBA). 

The firm provided the software to 4 200 banks in the country, of which half were small lenders, and it was 

used for 1.4 million SME applications to the PPP loans. 

In other countries, online alternative finance platforms, such as P2P lenders, have created their own 

schemes. In Ireland a P2P lender, launched the Deferred Start Loans for companies affected by the 

pandemic. The scheme allows borrowing of up to EUR 100 000, with repayments due after the first three 

months, during which no interest or capital repayment is charged (Altfi, 2020).  

Leasing and hire purchases 

The profitability of the leasing and hire purchase sector is likely to take a hit as a consequence of the crisis, 

as more lessees will not be able to make the required lease payments as required. Indeed, BDO Global, 

an accounting company notes that “the global pandemic has resulted in many different types of 

concessions being agreed between lessors and lessees, including rent deferrals, rent 

abatement/forgiveness and many other types of relief” (BDO, 2020[43]). 

Leaseurope, a sector organisation, tracks key performance indicators of a sample of 23 European lessors 

on a quarterly basis. Provisions rose significantly in the first and second quarter of 2020 (the most recent 

data available at the moment of writing), leading to a significant fall in operating income. New business 

volumes declined marginally in Q1 2020, and more severely in the second quarter of the year (Leaseurope, 

2020[44]). 

The impact of the COVID-19 crisis on the profitability of the leasing and hire purchase sector will likely lead 

to additional scrutiny on the supply side and hence to slower or even negative growth in new business 

volumes. 

Factoring 

In Europe, factoring volumes declined by around 6% in the first half of 2020, roughly mirroring the decline 

in GDP. This development likely reflects decreased client turnover (FCI, 2020[10]). The market is expected 

to rebound as economic growth picks up, and may gain traction over the medium term as factoring provides 

a relatively easy-to-use financial instrument without adding to the debt burden, diluting the equity structure 

of the firm, or collateralising capital assets. 

                                                
6 The Paycheck Protection Program, for instance, is a loan provided by the SBA that supports companies on the 

condition that they keep their workforce employed. 
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In addition, some governments have injected liquidity in businesses through the factoring industry. For 

instance, Peru enacted decree No 040-2020 in April 2020, which gives credits and guarantees to factoring 

companies so they can provide better financing alternatives to SMEs. Factoring activities there are 

expected to increase by 25% by the end of 2020 to a total value of PEN 7 913 million (Gestión, 2020[45]).  

Trade finance 

The COVID-19 pandemic is significantly affecting exports and international trade; Global trade collapsed 

by more than 15% in the first half of 2020. In a pessimistic scenario with heightened uncertainty and a 

resurgence of the virus world-wide, trade is projected to decline by an additional 7% in 2021 (OECD, 

2020[46]). As both domestic and international supply chains come under strain, trade finance instruments 

may come under increasing pressure, and face a possible drop in demand. The scope to rely more on 

inter-firm lending to cushion the blow of the economic impact is severely reduced in the current crisis, given 

its synchronised nature across countries and sectors (Boissay, Patel and Song Shin, 2020[47]). 

The COVID-19 pandemic is also having significant implications for digitalisation and trade, with secondary 

effects on trade finance. The traditional reliance on paper-based processes represents a key weakness 

under current conditions. Banks, for instance, face mounting difficulties to process these transactions that 

typically require substantial in-person back office staffing. The current crisis may therefore push market 

actors to adopt more digital tools and techniques (ICC, 2020[48]). This development, if it materialises, would 

likely enable more SMEs to adopt trade finance instruments (OECD, Forthcoming[49]). 
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4 SME financing policy responses to 

the COVID-19 crisis 

Governments took rapid and unprecedented action to help businesses face the repercussions of the 

COVID-19 crisis, and many measures were devoted specifically to SMEs. This section provides an 

overview of monetary and fiscal policies that were introduced as a response to the COVID-19 crisis aimed 

at SMEs and entrepreneurs, focusing on public initiatives to ease their access to finance.  

Governments around the world have loosened monetary policy in response to 

the crisis 

Central banks around the world have taken action to loosen monetary policy. As central bank interest rates 

were already very low in most high-income countries, many unconventional measures were taken. 

For instance, the ECB set up the European pandemic emergency purchase programme (PEPP) which 

buys up assets of private and public sector securities with an overall envelope of EUR 750 billion (USD 

887 billion) and later enlarged to EUR 1 350 billion (USD 1 482 billion). The institution also eased collateral 

standards as well as capital requirements for financial institutions in operation in the euro area to keep 

credit flowing to households and corporates and provided cheap borrowing options for banks. 

The Federal Reserve in the United States took broadly similar actions.  Notably, the decrease of the federal 

fund rate to a range of 0.00% - 0.25%, and the purchase of billions worth of dollars in Treasury Securities 

and agency mortgage-backed securities (MBS) are unconventional measures not seen since the 2008 

financial crisis. Furthermore, it established temporary US dollar liquidity swap lines and introduced several 

schemes to ensure credit availability. The Payment Protection Program Lending Facility (PPPLF) and the 

Main Street Lending Program ensure liquidity to SMEs. The former provides liquidity to banks to lend 

money to SMEs in particular, and the latter allows the purchase of up to USD 600 billion in SME loans, 

with the Fed purchasing a stake of 95% of each loan, and the remaining 5% held by the partnering bank. 

Figure 4.1 shows that the clear majority of emerging markets and low-income countries also took action. 

Most mid-and low-income countries have lowered their policy rates, often by more than 50 basis points.  

In addition, many have also resorted to more unorthodox measures to add liquidity to the financial system, 

such as the direct purchase of corporate bonds, and easing regulatory restrictions for financial institutions 

on liquidity and macro-prudential measures (with China and Colombia as examples of the latter approach) 

(IMF, 2020[50]).  
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Figure 4.1. Direction of monetary policy in 2020 

Percent of central banks surveyed by the IMF 

 

Source: (IMF, 2020[50]). 

However, not all mid- and low-income countries loosened monetary policy as a response to the crisis. 

Countries with weaker monetary frameworks were often constrained, including by inflationary pressures, 

in their ability to cut interest rates or take other actions. With investors becoming more risk averse, some 

countries also faced capital outflows, upward pressure on the exchange rate, and price increases. A case 

in point is Argentina, where the central bank kept interest rates intact (Gelos, Rawat and Ye, 2020[51]).  

Governments took unprecedented measures to ease pressures on SME cash 

flow  

When the crisis hit, there was widespread concern that many viable, but illiquid, SMEs would go under in 

the absence of an appropriate policy response. In the United States, for example, a survey of close to 

6 000 businesses indicates that fully 38% are likely to fail in 2020 without public support (Bartik et al., 

2020[52]). 

Governments took decisive action to address SME liquidity shortages. Based on an analysis of public 

measures undertaken across 60 countries, initiatives can be classified as follows (OECD, 2020[53]):  

 Measures related to working time shortening, temporary lay-off and sick leave, some 

targeted directly at SMEs. Germany, for example, expanded access to short-term work 

arrangements (Kurzarbeit) in order to avert a sharp rise in unemployment. In practice, firms can 

apply for the funds when just 10% of their workers are affected by a work stoppage, compared to 

one-third previously. The provision of wage and income support for employees temporarily laid off, 

or for companies to safeguard employment. In many cases, countries have introduced measures 

in this area specifically focused on the self-employed. Canada introduced emergency support 

benefit for self-employed who do not qualify for employment insurance; 

 Measures for the deferral of tax, social security payments, debt payments and rent and 

utility payments. In the United Kingdom, for instance, small businesses in certain sectors most 

hit by the pandemic are exempt from specific business taxes in 2020. In addition, VAT contributions 

can be deferred and late payments and interests can be waived for companies struggling to pay 
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their taxes on time due to COVID-19. In some other cases, tax relief or a moratorium on debt 

repayments has been implemented. In Italy, following the model developed at the time of the 2008 

financial crisis, the government introduced in March a new debt moratorium package, under the 

‘Cure Italy’ decree law. This measure specifically targets SMEs with no debt that were affected by 

the crisis. So far, 1.2 million SMEs have applied (Banca d'Italia, 2020[54]). Also, some countries are 

taking measures regarding procedures for public procurement and late payments; 

 The introduction, extension or simplification of the provision of loan guarantees, to enable 

commercial banks to expand lending to SMEs. Measures include the increase of the overall 

volumes of guaranteed loans or guarantee volume per beneficiary; a reduction or waiver of 

processing and guarantee fees; fast-track procedures with reduced documentation requirements; 

an extension of the repayment period of guaranteed loans and granting of an amortisation-free 

period; a relaxation of eligibility criteria; and the introduction of hotlines; FAQs and dedicated 

websites to give swift advice to companies under strain; 

In Singapore for example, the government’s risk-share as part of the Enterprise Financing 

Scheme’s Working Capital Loan was increased to 80% and the maximum loan amount was 

doubled to SGD 600 000 (USD 430 400) per annum. Brazil, also created the National Program to 

Support MSMEs as a response to the COVID-19 crisis, a credit line in the form of guarantees with 

a total budget of BRL 28 billion. In Europe, at least twelve guarantee institutions introduced fast-

track procedures and at least six eased their documentation requirements in order to simplify the 

access to finance of small businesses in difficulties as a response to the crisis; 

 The expansion of direct lending to SMEs through public institutions. India, for example, 

provided INR 3 trillion of collateral free loans to MSMEs with a tenure of four year with no payments 

due for one year. The government also allocates INR 20 trillion (USD 262.41 billion) for subordinate 

debt aimed at helping currently stressed MSMEs; 

 The provision of grants and subsidies to SMEs and other companies to bridge the drop in 

revenues. Poland, for instance, provides zero-interest loans to struggling SMEs, which would be 

disbursed in the form of grants if beneficiaries do not lay off personnel; 

 Structural policies to help SMEs adopt new working methods and digital technologies and 

to find new markets and sales channels to continue operations under the prevailing 

containment measures. These policies aim to address urgent short-term challenges, such as the 

introduction of teleworking, but also contribute to strengthening the resilience of SMEs in a more 

structural way and support their further growth. In Korea, for example, the emergency support 

programme included incentives for brick-and-mortar shops to open their business online; 

 Specific schemes to monitor the impact of the crisis on SMEs and enhance the governance 

of SME related policy responses. Monitoring the impacts enables governments to design well 

adapted policies and make adjustments to support schemes as needed. In Austria, the Ministry of 

Economy and Digitalisation set up a task force to monitor the impact of the pandemic and related 

containment measures, on all firms active in the country. Governance efforts often centre around 

coordination, including at regional and local government levels. In France for example, regional 

task forces bringing together public development banks and other key stakeholders have been 

established to improve multi-level governance; 

 Measures to stimulate trade finance activities. Even prior to the crisis, there were concerns 

about the “trade finance gap,” estimated by the World Trade Organisation to amount to USD 1.5 

trillion (WTO, 2020). Given the concern that this trade gap would widen due to the crisis, countries 

across the world have expanded the support of export credit agencies, expanded working capital 

programmes, introduced new facilities, and eased the modalities of existing support schemes 

(OECD, 2020[35]). Export Finance Australia, for instance, introduced a new capital facility in April 

2020 to ease the pressure on internationally active companies hit by the COVID-19 crisis. Under 
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the scheme, Australian companies that were exporting prior to the crisis can apply for loans of AUS 

250 000 and AUS 50 million (USD 180 000 and USD 36.2 million respectively). 

Figure 4.2. provides insights regarding the prevalence of financial instruments and deferral instruments 

implemented as a response to the crisis. It shows that loan guarantees are the most widely adopted 

instrument, while equity instruments are relatively less common. 

Figure 4.2. The use of financial instruments and deferral measures as a response to the crisis 

 

Note: The chart covers 39 high income countries, 12 upper middle income countries and 4 lower income countries. 

Source: (OECD, 2020[16]), author’s elaboration. 

It should be noted that governments often launched various stimulus packages that include several of the 

aforementioned measures. For example, the government of Argentina announced direct loans at 

concessional conditions, expanded its credit programme for SMEs to cover employee wages, extended 

the maturity dates of SME debts, postponed or reduced social security contributions and payroll taxes 

under certain conditions, and reinforced its public guarantee scheme.  

International bodies and financial institutions also took action to support SMEs facing liquidity shortages. 

Box 4.1. provides some examples.  
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Box 4.1. SME finance policy responses from international financial institutions 

Supranational government bodies and international financial institutions have often played an active 

role in supporting SME financing during the crisis. The European Investment Bank (EIB) Pan-European 

Guarantee Fund mobilised EUR 200 billion of additional financing to enable the EIB Group to scale up 

support for SMEs, mainly to companies that are viable in the long-term but are struggling with the current 

crisis (EIB, 2020[55]). In addition, the EIB is also expanding its use of existing financial instruments to 

support for SMEs, such as its COSME and Innovfin guarantee facilities that have been key to incentivise 

lending to riskier start-ups and innovative SMEs. Specifically, as a response of the COVID-19 pandemic, 

the EIB increased the cap-rate from 20% to 25% in the case of COSME (EIF, 2020[56])and increased 

the guarantee rate from 50% to 80% in the case of InnovFin (EIF, 2020[57]).  

Another example is the EBRD Coronavirus Solidarity Package that will deploy EUR 21 billion between 

March 2020 and the end of 2021. One of the pillars of the package is the Resilience Framework that 

provides finance to meet short-term liquidity and working capital needs of EBRD partners that have 

outstanding loans or equity investment. Initially, EUR1 billion was reserved for this new programme, 

which was later increased to EUR 4 billion to meet strong demand. Existing programmes such as the 

Trade Facilitation Programme were also scaled up to help local banks of EBRD regions to  address a 

widening gap in trade financing to entrepreneurs (EBRD, 2020[58]) 

The Interamerican Development Bank reserved USD 4.5 billion to support SMEs. This includes 

financing short-term liquidity guarantees, foreign-trade financing and guarantees, loan restructuring and 

supporting their integration into supply chains (IDB, 2020[59]). As another example, the Latin-American 

Development Bank (CAF) released the Regional Line of Credit of anticyclical support mobilising USD 2 

500 million to support struggling companies (CAF, 2020[60]). Other development banks, such as the 

Asian Development Bank, are providing additional assistance on a case by case basis to member 

countries for programmes that ease SME access to finance, for instance USD 1.5 billion overall to each 

of the following countries: Indonesia, the Philippines and Thailand (ADB, 2020[61]). 

Table 4.1 provides more insights about the scale of the fiscal policy interventions as a percentage of GDP. 

It shows an unprecedented policy response in three categories, the immediate fiscal impulse, deferral 

schemes and liquidity and guarantee schemes. While not all of these measures focus on SMEs, many of 

them do, especially in the third category on liquidity and guarantees. 

McKinsey, a consultancy, estimates that more than 1 300 stimulus measures aimed at SMEs were 

introduced as a policy response to the COVID-19 crisis in 51 countries (mostly high-income), for a 

combined amount of USD 11 trillion (McKinsey, 2020[62]).  
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Table 4.1. Discretionary 2020 fiscal measures adopted in response to the coronavirus,  
as of 3 September 2020 

As a percentage of 2019 GDP 

  Immediate fiscal impulse Deferral Other liquidity/guarantee 

Belgium  1.4% 4.8% 21.9% 

Denmark  5.5% 7.2% 4.1% 

France  4.7% 8.7% 14.2% 

Germany  8.3% 7.3% 24.3% 

Greece  3.1% 1.2% 2.1% 

Hungary  0.4% 8.3% 0.0% 

Italy  3.4% 13.2% 32.1% 

Netherlands  3.7% 7.9% 3.4% 

Portugal  2.5% 11.1% 5.5% 

Spain  3.7% 0.8% 9.2% 

United Kingdom  8.0% 2.3% 15.4% 

United States  9.1% 2.6% 2.6% 

Source: (Bruegel, 2020[63]). 

Governments demonstrated substantial agility in their responses 

A striking feature of the response to the COVID-19 crisis has been the speed at which policy makers acted 

to expand current programmes and/or set up new schemes. This was deemed necessary to address acute 

the liquidity challenges many SMEs faced. This represented a learning experience for policy makers, and 

required a lot of flexibility on their part. Given the unprecedented scope and nature of the crisis, the policy 

approach had to be repeatedly adjusted to reach a large mass of SMEs (many of which never applied for 

policy support in the past) in a very short period of time in an appropriate manner. 

This approach was labelled “launch first, refine later” by the British Business Bank, a key actor in the 

response in the United Kingdom. When the “Business Interruption Loan Scheme,” introduced in March, 

did not have sufficient uptake, especially for very small and large SMEs, the government introduced a new 

scheme (the so-called Bounce Back Loans) better tailored to their needs. A crucial feature is that there is 

no requirement to pledge personal guarantees under the Bounce Back Loans. Moreover, the scheme is 

linked to a simplified online procedure, which allows SMEs to self-certify whether they are eligible for a 

Bounce Back Loan facility in a speedy process. This simplified and online procedure proved especially 

beneficial for very small enterprises that struggled with a more complex procedure. The modalities and 

implementation of the Bounce Back Loan scheme have in turn been improved over time. 

The experience from New Zealand is also illustrative in this respect. The government set up a credit 

guarantee scheme, covering up to 80% of the loan value to combat the crisis (as there was not public 

guarantee scheme prior to the crisis). The take-up was below expectations, however, and relatively time-

consuming. In particular, banks demanded personal guarantees and still implemented the same rigorous 

credit checks as they did previously. As a response, the New Zealand Government designed the Small 

Business Cashflow (loan) Scheme (SBCS). Under this arrangement, SMEs could borrow interest free 

without a personal guarantee with far fewer compliance requirements. There were 17 000 applicants in the 

first 24 hours (compared to around 1 000 for the credit guarantee scheme). 

https://www.bruegel.org/publications/datasets/covid-national-dataset/?utm_content=buffer99084&utm_medium=social&utm_source=twitter.com&utm_campaign=buffer+(bruegel)#belgium
https://www.bruegel.org/publications/datasets/covid-national-dataset/?utm_content=buffer99084&utm_medium=social&utm_source=twitter.com&utm_campaign=buffer+(bruegel)#denmark
https://www.bruegel.org/publications/datasets/covid-national-dataset/?utm_content=buffer99084&utm_medium=social&utm_source=twitter.com&utm_campaign=buffer+(bruegel)#france
https://www.bruegel.org/publications/datasets/covid-national-dataset/?utm_content=buffer99084&utm_medium=social&utm_source=twitter.com&utm_campaign=buffer+(bruegel)#germany
https://www.bruegel.org/publications/datasets/covid-national-dataset/?utm_content=buffer99084&utm_medium=social&utm_source=twitter.com&utm_campaign=buffer+(bruegel)#greece
https://www.bruegel.org/publications/datasets/covid-national-dataset/?utm_content=buffer99084&utm_medium=social&utm_source=twitter.com&utm_campaign=buffer+(bruegel)#hungary
https://www.bruegel.org/publications/datasets/covid-national-dataset/?utm_content=buffer99084&utm_medium=social&utm_source=twitter.com&utm_campaign=buffer+(bruegel)#italy
https://www.bruegel.org/publications/datasets/covid-national-dataset/?utm_content=buffer99084&utm_medium=social&utm_source=twitter.com&utm_campaign=buffer+(bruegel)#netherlands
https://www.bruegel.org/publications/datasets/covid-national-dataset/?utm_content=buffer99084&utm_medium=social&utm_source=twitter.com&utm_campaign=buffer+(bruegel)#portugal
https://www.bruegel.org/publications/datasets/covid-national-dataset/?utm_content=buffer99084&utm_medium=social&utm_source=twitter.com&utm_campaign=buffer+(bruegel)#spain
https://www.bruegel.org/publications/datasets/covid-national-dataset/?utm_content=buffer99084&utm_medium=social&utm_source=twitter.com&utm_campaign=buffer+(bruegel)#uk
https://www.bruegel.org/publications/datasets/covid-national-dataset/?utm_content=buffer99084&utm_medium=social&utm_source=twitter.com&utm_campaign=buffer+(bruegel)#usa
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The application process for support measures was often simplified and a large 

number of SMEs were eligible 

The procedures to apply for government support, check eligibility and process applications were generally 

designed to be as simple as possible to save time. This was a leading principle of the French “PGE” public 

guaranteed loans scheme. In part because of the simplicity of the application process, the French 

Government was able to provide support to around 420 000 companies, mostly in the sectors hardest hit 

by the economic crisis, within the first two months of its existence. 

The Swiss approach represents another example. The application process for its “bridging credit facilities” 

(a direct loan scheme) is fully online and as user-friendly as possible. As a result, loans can be provided 

in 30 minutes, and this contributed to very strong growth in uptake in the first weeks after the programme 

was introduced. 

Most measures have been channelled through traditional lenders, but financial 

innovators are demonstrating potential to play an important role going forward 

By and large, the policy response to provide liquidity relief has been channelled mainly through banks, 

including through credit guarantees. This enables policy makers to have access to a large network of 

SMEs. Often, beneficiaries of government support have pre-existing relationships with one or more banks, 

facilitating the distribution of support in a short period with limited background and eligibility checks. This 

proved especially pertinent as financial statements were of limited relevance to assess credit risks in this 

context. 

On the other hand, collaboration between governments and non-bank financiers has been more limited, 

as these partnerships are less well established. This poses the risk of strengthening the traditionally 

dominant role of banks as providers of finance, and of reversing the positive trend of diversification of SME 

financial instruments witnessed in recent years. 

Non-bank channels are increasingly being taken into account as new measures are rolled out. The solid 

digital infrastructure at the core of Fintech firms makes them well positioned to channel liquidity in very 

short periods as well as to serve excluded segments of SMEs. Machine learning algorithms, for instance, 

can not only assess creditworthiness and distribute loans rapidly by automating parts of due diligence 

procedures, but also can use alternative data for credit assessment. This is particularly relevant for small 

loan tickets (and hence small firms), for which transaction costs are relatively high, making them less 

attractive to financial incumbents. 

In addition, P2P lenders and alternative lenders are becoming more involved in the delivery of state-backed 

financial support schemes. in the United Kingdom, for instance, a single P2P lender originated GBP 300 

million of Coronavirus Business Interruption Loan Scheme (CBILS) as of June 2020, representing 16% of 

approved loans at the time (Altfi, 2020[1]). In the United States, Funding Circle, a P2P lender, was certified 

to provide Paycheck Protection Program loans, approving USD 1 billion in loans as of September 2020 

(Reuters, 2020[64]). All in all, the US Small Business Administration partnered with 24 Fintech companies 

through this programme.7 P2P lenders with operations in France, Italy, the Netherlands and Spain also 

provided loans backed by state guarantees (Altfi, 2020[1]).  

Equity crowdfunding has also been used by some governments to provide support. In the United Kingdom, 

through the Future Fund scheme, the government matches 100% of the amount a business raises from 

investors, thereby doubling the amount of funding received by the business. The funding takes the form of 

convertible loan, and it is up to a maximum of GBP 5 million (Reffell, 2020).  

                                                
7 An overview of Fintech companies that work with the SBA through the Paycheck Protection Program is provided 

here: https://medium.com/@journey_finance/list-of-fintech-companies-helping-with-sba-ppp-paycheck-protection-

program-ec14f80f60ec 

https://medium.com/@journey_finance/list-of-fintech-companies-helping-with-sba-ppp-paycheck-protection-program-ec14f80f60ec
https://medium.com/@journey_finance/list-of-fintech-companies-helping-with-sba-ppp-paycheck-protection-program-ec14f80f60ec
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5  SME finance policies in the next 

phases of the pandemic 

The unprecedented nature and speed of the crisis following the COVID-19 outbreak forced policy makers 

to act swiftly and boldly. Now that newly enacted or revised policies have been in place for several months, 

it is appropriate and timely to take into account the effectiveness and efficiency of support thus far when 

designing responses for next phases of the crisis. Although it will take time to conduct formal impact 

assessments, some lessons and trends can be discerned and are described below. 

Increasing attention is being paid to the implications of vast liquidity relief 

measures 

While there is broad agreement on the need for further stimulus measures, the 

sustainability of public finances is a concern… 

Given the continued fragility of the world economy, and the health of many small businesses, care should 

be taken not to withdraw the support measures too abruptly (OECD, 2020[11]). At the same time, awareness 

is growing that current support measures are not sustainable indefinitely. Public debt is forecast to rise by 

more than 26% in high-income countries in 2020 and close to 7% in emerging markets, both because of 

so-called “economic stabilisers” as well as discretionary policy making. In the most likely economic 

scenario, public debt in advanced economies is expected to rise by an additional 15% of GDP in 2021, 

often to record levels (OECD, 2020[46]).  

While the need for continued fiscal support is clear, the question of how countries can finance it without 

taking on unsustainable levels of debt is becoming more salient. While fiscal consolidation will be held off 

until the economy is on a more stable footing, the additional debt needs to be repaid eventually, through a 

combination of discretionary measures and higher economic growth (OECD, 2020[46]).  

The cost of borrowing is crucial in this respect. While low in a historical context, the cost to service public 

debt can rise fast, potentially forcing governments to make painful adjustments. This is especially relevant 

for emerging markets (where interest rates on government debt is typically much higher than in high-

income countries) and for economies that entered the crisis with high levels of public debt. Governments 

should ideally adopt a credible medium-term plan to put government expenditure on a more sustainable 

path once the economic climate improves (IMF, 2020[65]).  

… along with the need to strengthen economic and business dynamism 

In addition to the fiscal impact, supporting a very large number of companies without strong conditionality 

brings with it the risk of misallocating resources and keeping non-viable companies afloat, sapping 

economic dynamism and hindering competition. The risk may be especially pronounced in the current 

crisis given its impact on start-up rates. Policy makers thus have to strike a balance between avoiding 

bankruptcies of viable firms on the one hand, and supporting potentially non-viable firms by providing 
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funding with few strings attached on the other. In some cases, through changes in insolvency and 

bankruptcy procedures may be warranted (OECD, 2020). 

Loose monetary policies to ease the economic impact of the pandemic might also incentivise commercial 

banks to evergreen loans to firms with weak profitability, thereby keeping them afloat. Because the 

alternative to evergreening often involves a rise in nonperforming loans, banks with weak capital buffers 

are especially prone to “throw good money after bad” (Economist, 2020[66]).  

Finally, there is increasing recognition that the current crisis will be transformational, with many activities 

hard hit for an extended period (for example in the hospitality or tourism sector), and others (such as digital 

services) in full expansion. Identifying viable firms with cash flow is challenging. Traditional indicators such 

as past profitability, other balance sheet data and recent credit history may provide poor guidance given 

the transformational nature of this crisis. As the impact of the crisis on the economy becomes clearer, 

policy makers and financial institutions should be in a better position to assess the viability of businesses 

in need of support.  

There is considerable concern that the liquidity crisis may turn into a solvency crisis for 

SMEs 

Many SMEs are facing reduced revenues for an extended period due to the COVID-19 crisis, coupled with 

an increased uptake of debt, often from public sources. While government support is helpful in reducing 

acute liquidity constraints, a large number of SMEs will likely struggle to repay their debts, especially if the 

economic recovery is weak and/or confinement measures are reintroduced. 

Higher levels of debt lead to an increase in corporate leverage which is associated with a higher probability 

of default. This development could potentially impact financial stability through delinquent loans and may 

in turn increase sovereign exposures.  Simulations by the Bank for International Settlements (BIS) suggest 

that if revenues fall by 25% in 2020, then closing the entire funding gap with debt would raise firm leverage 

by around 10 percentage points on average (Banerjee et al., 2020[67]). 

As an illustration of the impact of the crisis on SME debt levels, a survey of more than 4 500 Canadian 

small business owners by the Canadian Federation of Independent Business8 shows that three out of four 

respondents took on additional debt as a consequence of the crisis, for an average of CAD 135 000 (USD 

102 000). 68% of them stated it will take more than a year to pay off (CFI, 2020[68]). 

In France, corporate debt levels stood at 72% of GDP in 2019, but can be expected to rise significantly 

through COVID-19 support measures which contributed to a EUR 100 billion (USD 85 billion) increase in 

corporate debt, EUR 75 billion (USD 63 billion) going to SMEs (Reuters, 2020[69]). 

In Italy, a three-month lockdown is found lead to an aggregate annual drop in profits of EUR 170 billion. 

This translates into an erosion of their equity base worth EUR 117 billion. This has a profound impact on 

firms leverage ratio, pushing more than 100 000 businesses into negative equity. Small businesses saw, 

on average, a stronger increase in their debt-to equity ratio than their larger counterparts (Carletti et al., 

2020[70]). 

Bankruptcies are expected to rise substantially by the end of 2020 and in 2021 

The latest data show that bankruptcies were largely kept in check in the first three quarters of 2020, but 

are expected to increase in the coming months. While some countries have experienced an uptick in 

bankruptcies, the rise has generally been modest. In many other countries, bankruptcies declined in the 

                                                
8 This is the largest SME association active in the country with around 110 000 members   
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first half of 2020 in particular. Various factors are play, but public support measures appear to have played 

a pivotal role.  

 For example, survey data from Switzerland show an uptick in corporate bankruptcies in June 2020, but 

not significantly above the long-term trend, largely thanks to public support measures that were enacted.9 

In the United Kingdom, the insolvency rate actually declined by 23% in Q2 2020 compared to Q1 of 2020 

and by 33% when compared with the same quarter in the previous year. Again, this was partly due to 

policies to ease access to finance. In addition, the country introduced changes in the Corporate Insolvency 

and Governance Act. Statutory demands and certain windup petitions were temporarily prohibited, allowing 

fewer companies to file for liquidation (Assets Publishing Service UK Government, 2020[71]).  

Further analysis confirms these examples are not outliers. While insolvencies are on the rise in some 

countries, they have often not increased as much as expected given the severity of the crisis. In other 

countries, especially in Europe, there was a decline in corporate insolvencies between March and May 

2020. In the Netherlands, as another example, the number of bankruptcies in August was the lowest in 21 

years, falling continuously for four months in a row (CBS, 2020[72]).  

The impact on insolvencies appears to take time to materialise. Euler Hermes and Atradius, two credit 

insurance companies, expect a sharp rise in 2021. Insolvency and bankruptcy procedures take time, so 

these indicators tend to lag behind the economic cycle in general. In the current context, there are 

additional reasons for this lag: 

 First, government interventions such as tax deferrals, debt service and interest moratoria, the 

expansion of the repayment period of public support, the reduction or waiver of processing and 

guarantee fees as well as interest rate subsidies, offered by guarantee institutions and other 

promotional institutions, prevented or delayed firms from going under. The number of insolvency 

procedures may rise once these schemes, and large amounts of liquidity injected by governments, 

wind down; 

 Second, governments often implemented temporary changes in insolvency and bankruptcy 

regimes designed to provide more flexibility to companies facing temporary liquidity shortfalls. 

These measures include the raising of the threshold limit of unpaid debt to initiate a bankruptcy 

and the change of the conditions to file for bankruptcy; 

 Third, lockdowns affected the functioning of business courts, especially when operations are not 

very digitalised. This often resulted in delays in the official registration of insolvencies (Euler 

Hermes, 2020[73]) (Atradius, 2020[74]).  

Both companies expect a sharp increase in business insolvencies in 2021 as a result of the COVID-19 

crisis across all regions of the world, however. Globally, bankruptcies are forecast to rise by 16% year-on-

year between 2020 and 2021 according to one estimate (Euler Hermes, 2020[73]). 

  Policies are being adopted to provide further support to SMEs without increasing their 

debt burden  

When the solvency of large enterprises is imperilled, governments can intervene in a relatively 

straightforward manner through capital markets. Smaller firms, however, typically do not have access to 

capital markets. Measures to inject equity in these firms are costly and involve large transaction costs (i.e. 

the costs to assess and follow up risks do not scale up linearly with the size of the firm). In addition, many 

small firms, especially if they are family-owned, resist a dilution of their ownership and the presence of an 

external investor with voting rights. 

                                                
9 The Corona crisis and corporate bankruptcies: Evidence from Switzerland, 31, August 2020. 
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In practice, public equity support therefore often flows to medium-sized or large enterprises and to a 

relatively small number of start-ups with high growth potential, while most SMEs rely on debt support. 

However, an increasing number of governments have introduced measures to support SME liquidity with 

non–debt instruments. At the EU level, the Solvency Support Instrument is a temporary facility to 

recapitalise viable firms facing a solvency crisis due to COVID-19. It works via an EU guarantee provided 

to the European Investment Bank (EIB) Group under the European Fund for Strategic Investments (EFSI) 

and provides equity financing directly or through equity funds, special purpose vehicles, investment 

platforms or national promotional banks. A range of other avenues are being explored, such as:  

 Equity funds/convertible bonds: While participation in firms’ capital is usually reserved for 

somewhat larger firms and/or for innovative start-ups, some new schemes have been launched for 

SMEs, or existing schemes expanded. For example, BPIFrance launched its Strengthening Fund 

FDPME (for its acronym in French - Fonds de reinforcement des PME) with an endowment of close 

to EUR 100 million in March 2020. Firms with a turnover of at least EUR 5 million can get 

development capital under this scheme, mainly via bonds with share subscription warrants. In 

addition, the government established the French Tech Bridge, which provides convertible bonds to 

firms that were expected to raise funds through venture capital investments but were unable to 

because of the economic crisis. The scheme required co-investments from private actors and is 

aimed at high-potential start-ups, typically in the “high-tech” sector (Caisse des Dépots, 2020[75]). 

A new fund, Bpifrance Entreprises 1, was launched on 1 October, which enables non-professional 

investors to invest in a group of 1 500 SMEs and young firms for a period of six years and thus 

bring a new source of equity funding to these businesses.  

 Convertible loans: A convertible loan allows a loan to be converted to equity if a borrower is 

unable to repay it. This type of instrument is beneficial for borrower SMEs as well as for lending 

banks. SMEs are able to have liquidity at zero interest, companies’ growth potential is not impacted, 

and banks have the opportunity to recoup the capital in the medium and long term. The Future 

Fund in the United Kingdom has set up convertible loans from GBP 250 000 for SMEs. To be 

eligible, SMEs need to meet some conditions such as a minimum of GBP 250 000 previously raised 

in equity investment (British Business Bank, 2020[76]).  

 Grant support: A key advantage of grant support is that a broad spectrum of firms can benefit, 

including micro-enterprises and SMEs with limited growth potential without adding to their debt. 

Ireland, for instance, has set up the Restart Grant Plus Scheme, which provides a one-off payment 

of between EUR 4 000 and EUR 25 000 to companies as they reopen or adjust their business. To 

be eligible, firms have to prove they suffered a turnover loss of at least 25% between 1 April and 

30 June 2020 and must commit to reopening, and to hiring and sustaining employment (Silicon 

Republic, 2020[77]).  

In Chile, the government implemented the “Reactivate Plan”, providing grants of CLP 3 000 000 

for SMEs that have been affected by the pandemic. Through this plan, the government also 

incentivises SMEs to digitalise, by increasing the grant to CLP 4 000 000 if the company invests a 

minimum of 30% in digital solutions (Sercotec, 2020[78]). Sweden’s Government also released 

grants of a total of 5 billion krona (USD 570 million) to SMEs to replace income lost during the 

pandemic (Reuters, 2020[79]).  

Some lending facilities convert loans to grants (i.e. the loan does not have to be repaid) under 

certain conditions, which is similar to the provision of a grant or subsidy. In the United States, the 

Paycheck Protection Program of the Small Business Administration (SBA) is a loan aiming to 

incentivise small businesses to retain personnel. If certain employee retention criteria are met, the 

loan is forgiven. As another example, Russia launched specific loans for SMEs that eliminate the 

2% interest rate and the loan if the company retains 90% of its employees. The companies that 

retain 80% of employees will only repay half of the loan and the interest (Russian Small and 

Medium Business Corporation, 2020[80]). 
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 Equity crowdfunding: Crowdfunding instruments could potentially address finance needs of a 

slightly larger segment of the SME population compared to capital market instruments, allowing 

them to raise capital by selling securities in the form of equity, revenue share, or convertible notes. 

In response to the need or raise capital and not debt, some governments have put in place new 

regulations to facilitate SMEs to tap into funds from retail investors. In the United States, the 

Securities and Exchange Commission (SEC) announced temporary rules that provide flexibility for 

issuers that meet specific eligibility criteria to accelerate the offering process and get faster access 

to funds as stated in the Regulation Crowdfunding. In addition, the rules also exempt issuers 

offering between USD 107 000 and USD 250 000 in securities, from specific financial statement 

review requirements (US Securities and Exchange Commission, 2020[81]).  

 Tax policies to strengthen SME equity: A key mechanism that can enhance the ability of SMEs 

to preserve their cash flow is tax relief. An example of this is Canada, where the government allows 

corporates to defer payments and instalments owed between March and September 2020 without 

interest or penalties (Baker Mckenzie, 2020[82]).  

Governments can also incentivise private investment to SMEs through tax policies. In Belgium, tax 

incentives have been implemented to attract private investment for start-ups and SMEs affected 

by the COVID-19 pandemic. For instance, individuals can obtain a tax reduction in personal income 

tax of 20% if they acquire directly new shares of small companies based in the region of Flanders, 

whose turnover has decreased by at least 30% from March to April 2020 (Agentschap Innoveren 

& Ondernemen, 2020[83]). They may also benefit from an income tax reduction of 30% to 45% if 

they acquire new shares directly from a start-up or via crowdfunding (Agentschap Innoveren & 

Ondernemen, 2020[84]).  

Despite an awareness of the need to limit the debt burden on SMEs, the instruments above often have 

limited take-up and/or are not widely adopted. Demand-side challenges include the reluctance of SME 

owners to weaken their ownership and give investors voting rights, the lack of familiarity of SME owners 

regarding equity instruments or high transaction costs.   

There are also some underexplored or unconventional means to ease SMEs’ cash constraints without 

adding to their debt burden that could be of interest to governments. Cash-against-tax-surcharge schemes, 

for instance, transfer cash to companies and in return, the recipient has to pay higher taxes on profits as 

soon as the company recovers. In contrast to a debt instrument, the transfer carries no unconditional 

repayment obligation and its repayment is dependent on the performance of the firm. In addition, the 

beneficiary could potentially opt out of the scheme prematurely, involving a “buy-out” option at a pre-set 

price by the firm and the investor. The structure of creating a trade-off between the annual charge and the 

exit cost incentivises highly successful firms to buy out early. Such a scheme is currently under study to 

be implemented at the EU level through the European Pandemic Equity Fund (EPEF) (Boot et al., 2020[85]). 

Other long-term hybrid schemes under development are investment funds which use flexible revenue 

sharing instruments, whereby revenues generated by the firm are used for repayment. This enables 

investors to provide quasi-equity funding to a relatively broad range of small firms, while making repayment 

contingent on the financial health of the investee enterprises. 

The features of SME financing policy responses are evolving as new 

programmes are rolled out 

As highlighted above, survey data across the globe illustrate the positive impact fiscal policies have had 

on SME access to finance. A sudden exit of support initiatives would pose significant financial challenges 

for many SMEs, and would force them to postpone investments even further. Even in the optimistic 

scenario of a V-shaped economic recovery, it would require some time for small businesses to regain their 
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financial health. In the meantime, there is a general consensus that further support is needed, and many 

governments are undertaking a new wave of policy initiatives with adapted features. 

Support is becoming more targeted to specific segments in the SME population  

Designing large-scale initiatives quickly, with few conditions attached, and in a markedly uncertain 

economic climate has presented policy makers with considerable implementation challenges. There are 

risks that the public support may not flow to the right beneficiaries. In addition, governments need to be 

vigilant to avoid fraud and misappropriation of funds, and support should be able to be redirected or 

reduced as appropriate.  

Furthermore, some segments of the SME population, such as very small, young or mid-sized companies, 

may be left out. In particular, it is proving challenging to provide relief to the self-employed, start-ups and 

informal ventures. To address this challenge, governments have introduced specific support programmes 

targeted to these populations. For instance, France created a solidarity fund for the self-employed of EUR 

2 billion and provides a monthly compensation, which also include very small companies when their 

turnover is less than EUR 1 million and they experience 70% or more decline in their turnover. 

Moreover, support is becoming more targeted towards sectors disproportionately hit by the crisis. In 

Colombia, for example, a new credit line was opened specifically for the tourism and aviation sectors. 

Brazil has opened a working capital loan line for SMEs in the tourism and service sectors and simplified 

the documentation for credit negotiation for such companies. In Malaysia, the government opened the 

tourism fund, to support MSMEs in the tourism sector to remain viable. In Europe, Austria introduced loans 

for hotels that suffer more than 15% losses in sales.  

There is an increasing emphasis on providing equity support for start-ups, particularly 

innovative ones 

Alongside established SMEs, the crisis has also impacted start-ups and innovative entrepreneurship 

negatively, with the number of new business entries declining substantially in many countries. Young firms 

account for around half of job growth and one fifth of overall employment in OECD countries. In addition, 

evidence indicates that a missing generation of new firms has a persistent negative effect on employment. 

This development could imperil countries’ recovery and negatively impact business dynamism and 

innovation over the long term. 10 

A global survey of start-ups confirms they were also heavily impacted by the crisis. While a small minority 

of 12% actually saw an increase in revenues since the beginning of the crisis, almost 3 in 4 saw their 

revenues decline over the same period. As with established SMEs, liquidity challenges represent a major 

concern. 41% of surveyed start-ups reported needing to raise capital over the next three months to survive 

(Startup Genome, 2020[86]).Another survey highlights that innovative start-ups most often consider grants 

as the most useful policy instrument under current circumstances, followed by loans (World Economic 

Forum, 2020[87]). These finding are in line with the expected difficulties to attract early-stage finance 

described earlier. 

The immediate public response came in the form of lending and debt instruments. Start-ups are often not 

profitable in the first years of their existence and typically do not qualify for such measures. As a response, 

other instruments such as early-stage equity and start-up support were added relatively quickly to the 

policy response to complement policies suitable for established enterprises and are being strengthened 

over time in many countries. 

                                                
10 See OECD (2020), “Start-ups in the time of COVID-19: Facing the challenges, seizing the opportunities”, OECD 

Policy Responses to Coronavirus (COVID-19). 
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For example, France and Germany included the establishment of a start-up fund of EUR 4 billion (USD 

4.5 billion) and EUR 2 billion (USD 2.2 billion) (with additional resources from public venture capital 

investors) respectively as part of their policy responses. As part of its comprehensive France Relance plan, 

announced on 3 September, the French government took additional measures to support 

entrepreneurship, in particular in the area of R&D and innovation, equity capital and support measures for 

specific activities. 

As another example, Hiventures, a state-owned venture capital fund in Hungary, set up the start-up rescue 

programme aims as a response to the crisis which aims to provide speedy investment in start-ups facing 

liquidity problems, with several sub-programmes according to the maturity of the start-up. It addresses an 

acute shortage of funds for many innovative and knowledge-intensive firms active in the country.  

At the EU level, the European Scale-up Action for Risk capital (ESCALAR) is a pilot programme to tackle 

shortages in finance experienced by high-growth firms. Launched on 8 April 2020 and managed by the 

European Investment Fund (EIF), it provides equity investments of up to EUR 100 million in single fund 

commitments with an overall investment envelope of EUR 300 million (European Investment Fund, 

2020[88]).  

The crisis offers an important opportunity to undertake more structural measures 

In some countries, especially those in which containment measures have been relaxed or lifted, policies 

are increasingly emphasising structural measures to enhance SME resilience and competitiveness, by 

improving framework conditions, and through both supply- and demand-side measures. Policy initiatives 

include: 

 Improvements in insolvency procedures. There is a strong link between economic dynamism 

and the efficiency of corporate restructuring (Andrews, MacGowan and Millot, 2017[89]). Policies 

that reduce the time and cost of firm failure, while ensuring viable firms can restructure, are 

strategic under current circumstances and can promote competitiveness in a post-pandemic 

period. In addition, speedy procedures that recover a large proportion of firms’ value also 

encourage second-chance entrepreneurship, which is especially relevant in a period where falling 

firm creations coincide with an expected rise in insolvencies.  

 Measures aimed at stimulating SME digitalisation. COVID-19 containment measures have 

strengthened the case for providing support to SMEs to accelerate adoption of teleworking and 

digitalisation, which are increasingly regarded as key to boost their resilience. The government 

interventions in this area mainly focus on two areas: i) increasing the digital skills of entrepreneurs, 

business owners and their employees through business development services; and ii) expanding 

access to digital infrastructure, tools and techniques such as cloud infrastructure, teleconference 

facilities, e-commerce and so on.  

 The upskilling of SMEs. The crisis may widen the gap between skills in high demand in the labour 

market and supply. For this reason, policymakers are increasingly focusing on programmes to ease 

labour disruption, including reskilling, upskilling and job matching. For example in Australia, as a 

response to COVID-19,  the government has adjusted the national My Skills program that 

subsidises upskilling, reskilling and vocational training to meet firms needs during the pandemic 

(Australian Government, 2020[90]). 

 Policies to stimulate consumer spending. Considering the effects of the crisis on the demand 

for goods and services, some recovery plans endeavour to stimulate consumption to the levels 

observed prior to the crisis. Measures to that aim include tax reliefs or vouchers for purchasing 

goods. In the case of South Korea, the government offered an income tax reduction of 80% to 

credit and debit card users to stimulate pre-payment and pre-purchasing (EBRD, 2020[91]). The 

German Government reduced the VAT by three points until the end of 2020 (Seibt, 2020[92]).  
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 The integration of SMEs in global value chains. The crisis may have a long-lasting impact on 

global value chains, in particular by reinforcing relocation and reshoring trends, and the emergence 

of value chains that are more regional in nature rather than truly global (UNCTAD, 2020[93]). 

Because SMEs often have a limited number of suppliers and few connections and networks, they 

find it more difficult to adapt, for instance by replacing foreign suppliers or finding alternative ways 

of transportation as opposed to larger firms (OECD, 2020[16]).  This may create an incentive for 

public bodies to design policies to support SMEs to find new alternative markets and allow 

opportunities for them to integrate in emerging regional value chains. Potential avenues for public 

action are i) providing companies with timely market information and intelligence that can help 

SMEs build extensive networks as well as diversify their supplier base; and ii) supporting SMEs in 

identifying, evaluating and managing risks by sharing information on potential concentration and 

bottlenecks upstream in supply chains (OECD, 2020[94]). 
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By tracking SME finance indicators and related policy initiatives, the OECD Scoreboard on Financing 

SMEs and Entrepreneurs provides a solid international evidence base to assess the financial needs of 

SMEs and entrepreneurs and help governments and financial institutions determine whether they are being 

met. 

This special edition of the Scoreboard examines the impact of the economic crisis triggered by the COVID-

19 outbreak on SME and entrepreneur access to finance. The crisis has been unprecedented in terms of 

its impact on firms’ cash flow and liquidity, as well as in terms of the breadth and depth of policy responses 

by governments world-wide. 

Based on new data, the report has documented that despite weak loan growth, SME finance developments 

were generally favourable in the run-up to the crisis, with low interest rates, accommodative conditions and 

strength growth in the uptake of sources of finance other than straight debt. However, these conditions 

were not sufficient to enable most SMEs to withstand the sudden and severe impacts of the crisis in the 

absence of broad government support. The pandemic and related containment measures often reduced 

SME revenues significantly. Because they were unable to fully compensate revenue losses by cutting 

costs, smaller businesses around the world faced severe cash flow constraints. 

Governments and monetary authorities stepped in to provide liquidity relief on an unprecedented scale 

through various initiatives. Survey data indicate that, thanks in part to interventions such as credit 

guarantee schemes or monetary policy action to keep funding costs for banks very low, credit held up in 

many regions of the world in the first half of 2020, in some cases increasing to meet rising demand. 

On the other hand, emerging evidence suggests that the take-up of alternative finance instruments by 

SMEs, in particular early-stage equity financing, has been impacted negatively as a result of the pandemic 

and related containment measures. In addition, liquidity support for SMEs affected by the COVID-19 crisis 

has been channelled mainly through banks thus far. It is important to mitigate the risk of reversing the 

progress made in recent years in the diversification of financing instruments for SMEs, as advocated by 

the G20/OECD High-Level Principles on SME Financing. 

Evidence indicates that public interventions have been generally effective in cushioning the blow from the 

crisis, both for businesses and households. Going forward, however, governments are faced with 

exceptional challenges to restart growth and reduce inequalities in the next phases of the pandemic, and 

new support measures and recovery plans are seeking to address these issues. 

 First, the number of bankruptcies, while kept in check in the first half of 2020, is expected to rise 

substantially in 2021. Second, corporate debt-to-equity ratios are forecast to surge due to the crisis. In the 

years to come, many firms will struggle to repay their debt while also continuing to invest. Governments 

are therefore increasingly exploring interventions to ease the financial constraints of SMEs without adding 

to their debt burden. 

Third, there is increasing attention to the need to design support measures to ease financing constraints 

in a way that does not keep structurally nonviable firms afloat. This is important for strengthening economic 

and business dynamism over the longer term. The transformational nature of the COVID-19 crisis makes 

it particularly difficult to identify and target viable firms facing temporary financial difficulties. This 

represents a key challenge for policy makers.  It also raises the question of how and when to phase out 

6 Conclusions and the way forward 
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parts of the vast relief measures in the first phase of the pandemic, also in light of their impact on public 

finances.   

Fourth, liquidity support in the immediate aftermath of the COVID-19 crisis was generally delivered in a 

very speedy manner and with relatively few strings attached, to a very large number of beneficiaries. 

Moving forward, it may be expedient to make these policies tailored to segments of the enterprise 

population most in need of support, and devoted to investments that contribute to overarching government 

objectives, for example in the areas of digitalisation or environmental transition. 

Fifth, governments are increasingly complementing liquidity relief measures with more structural policies, 

for example to raise demand for goods and services, enable SMEs to reap the full benefits of digitalisation, 

boost innovation and address skills shortages on the labour market.  

Finally, given the unprecedented scale and nature of the crisis, it will be also be important to monitor and 

evaluate the impact of policies on SME financing. This is even more challenging given the rapid design 

and implementation of measures, and that the objectives and target groups are not always specified 

explicitly. Another challenge for policy evaluation is the lack of documentation regarding the expenditure 

of the support by SMEs and entrepreneurs, which makes it difficult to understand the real impact of the 

different types of support and to extrapolate the effect of future deployments. Furthermore, while the range 

of national and supra-national schemes, joint financing mechanisms and other initiatives implemented to 

ease access to crisis has served to strengthen support for SMEs, the interactions between various 

schemes also makes the evaluation of policy impacts of individual measures more complex. 

 The OECD Scoreboard on Financing SMEs and Entrepreneurs will continue to respond to new 

developments in the SME financing landscape, through the current crisis and beyond. It will also continue 

to pursue the priorities of expanding the range of financial instruments covered, and of providing more 

granular data on SME financing, which will enable governments to monitor access to finance for different 

segments of the SME population. 
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