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SMEs MUST DIVERSIFY: OVER-RELIANCE ON TRADITIONAL 

LENDING ‘UNHEALTHY’ 
 

o Continued delays in loan approval 

o Drop in awareness of alternative sources of finance  

o SME demand for bank credit reduced from 36% to 31% 

o Loan refusal rate decrease from 30% to 23% 

  

ISME, the Irish Small and Medium Enterprises Association, released its Quarterly Bank Watch 
Survey (Q1) today (8th March). The survey shows an improvement in the area of refusal rates, 
but also a drop in demand for credit. The Association remains concerned at the length of time 
it is taking for business owners to get credit approval. ISME urges businesses to tap alternative 
sources of finance.    
 

ISME CEO Neil McDonnell said “Access to finance is vital for SME growth and innovation. 
While the drop in bank declines is welcome, SMEs are still faced with unnecessary delays in 
accessing credit. SMEs are waiting four weeks for a decision, and a further three weeks to 
access credit. This is far too long”.   
 
“Banks remain the largest lending institutes in Ireland, with 70% of Irish businesses relying 
on them for finance, compared with 30% in Europe. SMEs must develop alternative sources 
of finance, such as SBCI and micro-finance schemes.” 
 
“Irish banks continue to penalise businesses with higher than average interest rates 
compared to European counterparts.  In addition, bank demands for unwarranted and 
oppressive guarantees for commercial lending have not been addressed. We are still aware 
of cases where banks have asked company directors to sign undated letters of resignation 
as collateral for loans.” 
 
The main findings from the 1,060 respondents in the last week of February are as follows: 
 

 31% of respondents required additional or new bank facilities in the last 3 months, 
compared with 36% in the previous quarter.  

 23% of companies who applied for funding in the last three months were refused 
credit by their banks, a decrease on the 30% in Q4.  



 Awareness of government assistance has decreased. 73% (78% in Q4) are aware of 
the Credit Review Office, while 66% (68% in Q4) are aware of the Credit Guarantee 
Scheme and 60% (62% in Q4) know about the Micro Finance scheme.  

 20% of applications are awaiting a decision at the end of February, unchanged from 
previous quarter. 

 On average, businesses are waiting 4 weeks for an initial decision on loan 
applications. The wait time for drawdown is 3 weeks.   

 20% of initial bank decisions were made within one week; unchanged from previous 
quarter.  

 72% of those who required funding made a formal application, an increase from 57% 
in the previous three months, while informal applications dropped from 81% 76%.   

 Of the 77% approved for funding, (12% of whom were partially successful), 71% have 
drawn down the finance either fully or in part. 

 There was a drop in requests for term loans at 49% (last quarter 56%), overdrafts 
increased to 39% (up from 27% in Q4). 

 Invoice discounting/factoring dropped from 5% to 1%, with 20% requesting leasing 
up from 19% in Q4.    

 70% state that the Government is having either a negative or no impact on SME 
lending, an increase from 67% on the previous quarter.    
 

The Association, called on the Government to:  

 Ensure that the SBCI funds are aggressively promoted by banks and used appropriately 
for SMEs. 

 Investigate other sources of finance that can be made available to viable cash-starved 
SMEs. 

 Ensure that European Investment Fund (EIF) risk-sharing instruments are actively 
rolled out to SMEs.  

 
“Dependence on traditional bank lending needs to change; with 45% stating banks are making it 
more difficult to access credit. SMEs must tap alternative sources of finances, which fund businesses 
at cheaper rates.” Concluded McDonnell. 
 

 
 



 
 
 
The survey, conducted in the last week of February, covers the three months of December, January and February. There were 1060 SME 
owner manager respondents, a response rate of 10%. This provides a strong indication of the real SME lending environment.  
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Note to Editors: 
 

ISME is the only independent voice of Small & Medium business in Ireland, representing in excess of 10,200 members across all sectors. 
The Association is owned and run by owner managers and is independent of big business, government and unions; the TRUE voice of the 
Irish SME. www.isme.ie 

 


