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Georg Raab1 
 
 
 
 
 
 
ABSTRACT: This paper assesses the debt financing gap for SMEs, which undermines 
their competitiveness and leads to sub-optimal investments. The analysis is done by 
exploring financial market failures in the EU in terms of providing credit to financially viable 
borrowers. We use SME survey data to gauge the number of SMEs that are unsuccessful 
in obtaining a loan, while being financially viable and thus creditworthy. 
 
The analysis finds a substantial debt financing gap of €39 billion per year in the EU 
despite strong public support by the EU and Member States. Over a 7-year period, the 
aggregated market gap for new SME financing amounts to over €210 billion. 
 
 
JEL Classification Numbers: F34, G18, G21, G28, H81, M13, 
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1. Introduction: political and legal context 

This paper assesses the debt financing gap for SMEs which undermines their 
competitiveness and leads to sub-optimal investments2.  
The 2024 Draghi report on ‘The future of European Competitiveness’ points towards € 750 
– 800 billion annual investment needs to improve Europe’s competitiveness and to 
achieve the digital, social and sustainable transition.  
The significant investments cannot be met by the public sector alone; the largest part 
needs to come from private investors. Therefore, public interventions, which de-risk and 
crowd-in private capital are key. Financial instruments in the form of debt and equity which 
provide leverage and attract financing have proven its worth.  They present an efficient 
form of public intervention and value for money.3  
This paper will assess the debt financing gap and sub-optimal investment situation for 
SME finance in the EU, which leads to underinvestment and therefore hampers their 
competitiveness. A separate forthcoming paper will assess the equity financing gap for 
SMEs.  
There are over 25.85 million enterprises in the EU employing over 136 million people. 
Small and medium-sized enterprises (SMEs)4 are the engine of the European economy 
generating 53% of value added and accounting for 65% of total private-sector 
employment in the EU27.5   Small mid-caps (250-499 employees) represent over 31,000 
enterprises and account for 0.11% of all enterprises in the EU but 5.7% of total private-
sector employment.6   

 
2 The analysis also serves the purpose of an ex-ante evaluation for the financial instruments dedicated to SMEs and small 
midcaps for the successor programme to InvestEU, see Regulation (EU) 2021/523 
3 See for instance SWD(2024) 228 or COM/2024/425 
4 Small and medium-sized enterprises (SMEs) are defined in the EU recommendation 2003/361. It encompasses 
businesses with up to 249 employees and with an annual turnover not exceeding €50 million and/or an annual balance 
sheet total not exceeding €43 million 
5 European Commission (2023): “SME Performance Review Annual Report 2023/2024”  
6 European Commission (2022): „Study to map, measure and portray the EU mid-cap landscape” 

Figure 1: Type of finance used by SMEs in Europe (2024, as % of total) 

 
Source:  The Survey on the Access to Finance of Enterprises (SAFE), January 2025 
Responses to the following question (multiple answers possible): Have you obtained such financing in the past 6 months? 
Bank finance composed of: bank loan; other loan; Credit line, bank or credit cards overdraft; Leasing or hire-purchase 
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However, obtaining financing is a major hurdle for company creation and growth. As 
shown by figure 1 SMEs in Europe rely heavily on debt finance, in the form of credit lines, 
bank loans or leasing, to finance their daily operations and to finance investments.  
Internal sources of finance are insufficient to meet their funding needs.  

Bank-based finance (as opposed to market-based finance) is the most used source of 
funding. Since 2014, the preferred type of finance has remained relatively stable. Since 
2016 the share of relevance of equity as a source of finance lie static below 10%. Equity 
financing is an option pursued by a small group of mostly by high-growth, innovative firms.  

Figures 1 and 2 show that equity finance are only considered relevant by 8% of SMEs. 
External equity investment is used by only 1% of SMEs, mostly by gazelles and high-
growth firms.7 It is noteworthy, that results differ widely across Member States. For 
instance, the use of equity financing ranges from 6% in Croatia and Slovenia, 4% in 
Sweden to less than 1% in 18 Member States.   

The amount of capital raised by Venture capital (VC) funds in Europe increased from €4.4 
billion in 2012 to €14.2 billion in 2023.8 In total VCs invested €96 billion in almost 27,000 
European companies over the past 10 years, according to Invest Europe,9 showing a 
growing appetite for alternative finance.  

 
7   High-growth firms have an average annualised growth greater than 10 % over a three-year period. A gazelle is a high-
growth enterprise that is up to 5 years old. See SAFE question Q4(2)_j 
8 https://www.statista.com/statistics/433418/total-funds-venture-capital-in-selected-european-countries/ 
9 https://www.investeurope.eu/news/newsroom/vcs-invested-96-billion-in-almost-27-000-european-companies-over-last-10-
years-new-invest-europe-report-shows/ 

Figure 2: Preferred type of financing by SMEs in Europe (all sources, as % of total) 

 
Source:  The Survey on the Access to Finance of Enterprises (SAFE), January 2025 
Responses to the following question (multiple answers possible): If you need external financing to realise your growth 
ambitions, what type of external financing would you prefer most? 
   

https://single-market-economy.ec.europa.eu/access-finance/data-and-surveys-safe_en
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Albeit this phenomenon, traditional bank financing remains the backbone of in the 
provision of finance of most SMEs. Debt finance is the preferred financing mechanism of 
European SMEs, even though, in many cases, equity (risk capital) is more suitable, as 
small companies often lack collateral or have irregular cash-flows. Equity financing does 
not impose a specific repayment schedule, hence it can be less of a burden during times 
of economic stress. However, SMEs face difficulties to access equity markets which can 
partly be explained by the cost of issuance, fear of dilution of their management or control 
and lack of appetite of investors to invest in smaller ventures. Moreover, corporate tax 
systems usually provide preferential tax treatment of debt. A separate forthcoming paper 
will assess the difficulties of SMEs accessing equity and other alternative sources of 
finance in more detail.  
Market financing of SMEs in the EU is relatively underdeveloped compared to the US 
which may add to the SME financing gap in Europe. In the first half of 2024, merely 14% 
of EU corporate funding was derived from capital market sources compared to over 30% 
in the US. There have been improvements in the supply of alternative sources of finance, 
but they remain a minority for SMEs in absolute terms. Minibond markets, for example, 
are emerging in several countries, but most of the transactions are related to mid-sized 
companies. Equity crowdfunding has grown from €13 million in 2018 to €600 million in 
2023. Business angel financing increased from € 4.4 billion to € 8.4 billion.10 But, the bulk 
of SME financing in Europe is based on bank loans with over €4 trillion and the banking 
sector is therefore instrumental for the provision of more SME financing.  Therefore, the 
analysis in this paper focuses on the lending behaviour of the banking sector in the EU 
towards SMEs. 
 

1.1. Scope and Context 

According to the European Banking Authority the amount of loans and advances (stock) to 
SMEs in the European Economic Area11 amounted to approximately €2.5 trillion in 2024.12 
Loans and advances to SMEs in Europe experienced in 2024 a downward trend of -1%. 

 
10 AFME (Key Performance Indicators) 2024 
11 AFME (2024), CMU Key Performance Indicators 
as well as Iceland, Lichtenstein and Norway 
12 European Banking Authority (2023), Risk Dashboard Q3 2023 

Figure 3: Loans and advances to non-financial 
corporations in the European Economic Area (in 
trillion Euro) 

 
Source:  European Banking Authority (2024), Risk Dashboard 2019-2024 
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To gain a better understanding of the order of magnitude of the EU SME debt financing 
market, we can also use data from the European Central Bank (ECB) on new loans as a 
proxy. The ECB publishes monthly statistics on new lending to non-financial corporations. 
One available size category is new lending up to €1 million which can be considered as a 
very conservative proxy for lending to SMEs. It should be pointed out that the ECB 
statistics only cover new lending in the Eurozone. 

Figure 4 does not include any forms of trade credit, short-term (up to one year) bank 
lending facilities. It provides a proxy for an order of magnitude of annual new SME lending 
in the Eurozone of currently more than €150 billion per annum, of which more than half is 
made available for financing transactions of up to €250,000. 
As indicated by Figure 4, as a response to the COVID-1913 pandemic outbreak in 2020, 
public support and monetary measures by the European Central Bank have provided 
significant liquidity support to the real economy leading to an increase in new lending by 
over 40%. During the COVID-19 crisis, the total stock of government guarantees for the 
EU increased from about 10% of its Gross Domestic Product (GDP) in 2019 to about 15% 
in 2020 and stabilised around 12% in 2022.14  

The Russian war of aggression against Ukraine starting in February 2022 unleashed a 
new set of adverse shocks directly threatening the economic recovery of Europe. The war 
led to shortages of raw materials, supply chain disruptions and increases in energy prices. 
In October 2022, year-on-year energy prices increased by more than 50%.15  The sharp 
increase in inflation led to a considerable tightening of credit standards and rising interest 
rates across the EU, particularly for SMEs.  These factors impacted the accessibility and 
cost of debt finance for SMEs and foreshadow a slowdown in SME lending. According to 
the OECD16, bank lending slowed sharply in the euro area in the second half of 2023. 
Some countries are starting to see rising loan delinquency rates and increases in 
corporate insolvencies. 
Credit conditions have markedly tightened. The 2024 SAFE survey shows that 38% of 
businesses experienced increased interest rates. Over a quarter of firms with plans to 

 
13 Coronavirus disease 
14 European Commission (2024), Debt Sustainability Monitor 2023 
15 European Commission (2023), SMEs and High Inflation  
16 OECD (2024), Financing SMEs and Entrepreneurs 2024 

   

Figure 4: New bank lending to non-financial corporations 

 

Source:   European Central Bank, MFI Interest Rate Statistics 
Loans other than revolving loans and overdrafts, convenience and extended credit card debt, new business volume to non-
financial corporations, Euro area (changing composition), up to and including EUR 0.25 million or up to and including EUR 1 
million, with original maturity over 1 year, monthly data summed for the years; 2014-2023   
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grow in the next two to three years see interest rates being too high as the most important 
limitation to accessing finance in the future. Empirical analysis suggests that for every 
percentage point rise in interest rates, the profit margins of SMEs is expected to decrease 
by 0.35%. This is because higher interest rates mean that it becomes more expensive for 
firms to pay back their loans, again reducing profitability.17 
According to the European Investment Bank (EIB) Investment Survey 2024 the share of 
EU firms dissatisfied with the cost of finance increased from 5% in 2022 to more than 23% 
in 2024. The share of financially constrained firms increased from 4.7% in 2021 to 6.8% in 
2024. SMEs are particularly affected, with the share of finance constrained SMEs at 7.6%.  
Interest rates for small loans of up to EUR 250,000 more than doubled since summer 
2022 to over 5.3% in November 2024.  Figure 5 also shows that the financing of 
transactions up to €250,000 and hence for smaller SMEs are consistently 100 basis points 
on average more expensive than transactions of a larger size. The decline in interest rates 
since 2024 is also far less pronounced for loans with smaller amounts.  

In the January 2025 Bank Lending Survey of the European Central Bank, euro area banks  
reported further net tightening of overall terms and conditions for loans to both SMEs and 
large firms. The net tightening was driven by lower risk tolerance of banks and higher 
perceived risks related to the economic outlook.  
 
 
 
 
 
 
 
 

 
17 European Commission (2023), SMEs and High inflation - Final Report 

Figure 5: Interest rates of new bank lending eurozone (in %) 

 
Source:   European Central Bank, MFI Interest Rate Statistics  
Loans other than revolving loans and overdrafts, convenience and extended credit card debt, new business volume to 
non-financial corporations, Euro area (changing composition), up to and including EUR 0.25 million & over including EUR 
0.25 million up to and including EUR 1 million, with original maturity over 1 year, monthly data summed for the years; 
2018-2025 
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The net share of rejected loan applications has increased since the second half of 2024. 
The net increase was again larger for SMEs than for large firms (net percentages of 10%). 
The higher interest rate environment and declining fixed investment remained the main 
drivers of the net decrease in loan demand.  

 

The gloomy macroeconomic conditions notably sluggish growth, high inflation and interest 
rates, will continue to weigh on SME financing. Future economic prospects are uncertain. 
In many countries across Europe business confidence remains low, as core inflation 
remains high and financial conditions remain restrictive. Operational challenges are 
significant, with SMEs facing rising labour and material costs and declining profitability. 
Rising interest rates signals a tightening financial landscape, which could challenge future 
borrowing prospects. SMEs are aware of their need for more financing but have low 
confidence that they can secure the financing they need. However, the economic recovery 
needs to be underpinned by increased lending to SMEs to fully restore investment and 
growth in the EU 

Figure 6: Tightening of credit standards  

 
Source:    European Central Bank, Bank Lending Survey 2022-2024  

Figure 7: Net share of rejected loan applications (as % of all applications) 

 
Source:   European Central Bank, Bank Lending Survey 2022-2025   
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1.2. Conditions restricting SMEs' and mid-caps’ access to 
debt finance   

SMEs heavily rely on external sources of finance as internal funding is generally 
insufficient to meet their financing needs. Moreover, innovative, young or smaller 
companies face a structural problem to access to finance.  
The financing problem is acute for firms that are undertaking activities with significant 
financial, technological, or business-model risk and those wanting to finance growth 
projects that do not result in the acquisition of fixed assets that could be collateralised 
(e.g. in the area of culture and creativity, digitalisation, internationalisation, etc.). 
Furthermore, undertaking innovative and other high-risk activities, which are poorly 
understood by finance providers, results in low credit scores and leads to high interest 
charges to compensate for the perceived risk, provided that a finance provider is willing to 
offer the finance at all.  
Younger and smaller companies or those requiring rather small financing amounts are 
faced with a structural financing gap due to information asymmetries, lack of financial 
track records and disproportionate higher costs and risks for financial institutions when 
dealing with them. 
Younger companies, i.e. companies in their first five years of existence, are perceived to 
be very risky by lenders because they have no financial track record and statistics indicate 
that less than 50% of businesses survive during the first five years of their 
establishment.18  
This market environment results in a structural finance gap for SMEs that have a 
perceived higher risk profile or insufficient collateral, which is independent of their sector 
of operation. As a result, many SMEs with economically viable projects cannot obtain the 
necessary financing from the regular financial system.  
Given the economic importance of SMEs for the economy, market failures impairing their 
access to finance comes at a high cost. More than 50% of value added in the EU is 
generated by SMEs. They contribute to two-thirds of total employment in Europe and 
represent a catalyst for economic growth and productivity. It is essential to address 
access to finance for SMEs. An inability to do so could impair job creation, the adoption of 
innovations and overall productivity growth. Support for young innovative businesses — 
startups and scale-ups — is critical for innovation and competitiveness. Business 
dynamism and the reallocation of resources from older, less efficient firms to younger and 
more innovative firms is a key driver for innovation, productivity growth and 
competitiveness. 
Building a financial ecosystem that is effective at facilitating the formation and growth of 
new firms, from early-stage startups to scale-ups and eventually “unicorns”, is thus 
essential for EU competitiveness.19  
Finance constraints hinder SMEs and mid-caps to make the necessary investments 
needed for Europe to achieve the green and digital transition.   
Although mid-caps suffer less from market failures, they also face difficulties in accessing 
capital markets-based finance and therefore rely on the banking sector, A recent EIB-EPC 
(2024) report confirms mid-caps’ key role as drivers of Europe’s growth. Building upon 
data from the EIB Investment Survey, the report suggests that Mid-caps are more likely to 
invest in training and play a vital role in supporting Europe’s green and digital transition. 
Mid-caps lack the financial resources and ability to show their creditworthiness of large 

 
18 see Eurostat business demography statistics  
19 EIB (2024) “EIB Group support for EU businesses” 
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firms , e.g. by obtaining external ratings, hindering their ability to issue bonds or equities in 
capital markets, with the gap being wider for EU firms than for US firms.  

 

 

 

 

 

 

 

 

 

 

 

 

1.3. The size and development of the SME debt financing 
markets in selected Member States 

European countries face divergent financing trends. Eurozone aggregate data analysed in 
the previous section masks considerable cross-country differences.  The interest rate 
spreads between countries in Europe remain substantial. 

Figure 8: Access to market-based finance  
 

 
Source:    EIB (2024): EIB Group support for EU businesses  

 

Figure 9: Interest rates of loans to corporations of up to €1 million  across selected 
European countries (in %) 

 
Source:     ECB MFI Interest Rate Statistics 2024  
Loans other than revolving loans and overdrafts, convenience and extended credit card debt, new business volume to non-
financial corporations, up to and including EUR 1 million, monthly data summed for the years; 2018-2023 
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After 2022 businesses in all selected countries faced more than a doubling of interest 
rates compared to 2018-2021. However, financing trends differ widely across countries. 
Businesses in Poland already saw a steep increase in interest rates in the beginning of 
2022 with the start of the Russian war of aggression against Ukraine. The sharp rise of 
interest rates only happened 1 year later in other European countries such as Germany, 
Italy or Spain. Absolute interest rates also differ widely across Europe. At the end of 2024 
businesses in France paid on average only 4.3% for loans compared to over 7% in 
Poland.   

The diverging trends across Europe can be explained by economic, business and 
structural differences. SMEs operating in a Member State with more uncertain economic 
environment may be more prudent with respect to taking on new debt financing. Financial 
institutions in some countries may also be able to increase the supply of financing more 
than in others that might suffer from problems related to non-performing loans, liquidity or 
capital requirements.  

Alongside financial fragmentation on the loan supply side, other factors such as cross-
country differences in SMEs’ profitability or indebtedness are acting on both supply of and 
demand for credit and contribute to divergences in interest rates and lending volumes.  On 
the supply side, banks request a higher risk premium for loans to SMEs with lower 
profitability or limited or unavailable financial track records, which, in turn, further reduces 
their profitability, while loan demand can also be negatively affected by low profitability.  

While part of this differential reflects differences in macroeconomic risk/country risk 
among European countries, this could also indicate that SMEs with similar risk profiles 
tend to suffer from higher lending costs depending on the country in which they are 
located. This fragmentation can most likely be explained by the still fragile situation of 
many banks in some Member States, which are plagued with high levels of non-
performing loans.20 Indeed, banks with high levels of non-performing loans tend to lend 
less, as they are less profitable, with weaker capital buffers and higher funding costs.21 

Moreover, financial markets in the Member States show different degrees of development, 
in terms of the number of players present in the market, the diversity of financial 
institutions, product offerings and risk appetite and availability and size of public support 
institutions such as national promotional banks or guarantee institutions. SMEs have no 
means of overcoming these national differences because they rely on local/national 
providers of finance. SME financing is predominantly provided within national boundaries 
due to regulatory constraints, investor home bias and the regional focus of many SMEs. 
Cross-border lending is only at a nascent stage, predominantly fuelled by the emergence 
of Fintech companies. 

 

1.4. Financing conditions in other regions 

In 2023, lending to SMEs declined in most countries around the world, driven by rising 
interest rates and reduced credit availability due to reduced tolerance for risk among 
banks22. But the picture is mixed across different regions.  

 
20  OECD (2016), 2016 Economic Survey of the Euro Area 
21  Aiyar, S. et al. (2015), A strategy for resolving Europe’s problem loans, IMF Staff Discussion Note, No. SDN/15/19, 

International Monetary Fund, Washington DC 
22 See for instance, ECB (2023), Bank Lending Survey and US Federal Reserve (2023), Senior Loan Officer Opinion Survey 
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According to OECD data the most significant decline in the flow of new lending to SMEs 
was registered in Europe (-12%) whilst non-EU high-income countries (e.g. United States 
or Canada) experienced only a modest decline of -3.9%.   

Figure 10: Growth in new SME lending, 2008-23 

 
Source:      OECD scoreboard on Financing SMEs and Entrepreneurs (2025)  
All data are adjusted for inflation using the GDP deflator of each country published in the OECD Economic Outlook 
database using base year 2007. GDP deflators for non-OECD countries were extracted from the World Development 
Indicators from the World Bank. Non EU High-income countries include Australia, Canada, Chile, the UK and the US. Upper 
middle-income countries include Brazil, Colombia, Kazakhstan, Mexico and Serbia. 
 
In the EU, the contraction of new lending can be attributed to the tightening of interest 
rates and lower investment appetite. Whereas, in the United States and Canada, the 
decline in new loans is a result of a more limited supply of finance.  

The gap in investment between Europe and the United States remains a challenge for 
European competitiveness. Productive investment (which excludes investment in housing) 
has continued to rise as a share of gross domestic product (GDP). This has been enough 
to keep pace with the rate of growth in investment in the United States. However, the gap 
remains at around 1.5% (Figure 11). 

Figure 11: Productive investment (real gross fixed capital formation excluding 
residential investment, % of real GDP) 

 
Source:       Eurostat and Organisation for Economic Co-operation and Development (OECD) national accounts. Note: 
European Union excluding Ireland. Productive investment includes all investment outside of residential investment. 
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The lack of investment represented by the gap is a significant cause for concern. 
Deglobalisation and the digital and green transitions require structural shifts in the 
European economy. 

 

1.5. Financing the green and digital transition  

European firms are lagging in the adoption of new technologies. The EU has a lower 
share of firms that invest to develop or introduce new products, processes or services 
than the United States (39% vs. 57%). The gap remained stable in the last two years at 
around 18% (Figure 12). 

 
This difference is overwhelmingly driven by the number of firms that say they invest to 
adopt products, processes or services that are used in their industry, but are new to the 
company. 

In global innovation, Europe maintains a leading role in green technologies. But it lags 
behind on digital innovation and is at risk of being overtaken by China in the overall 
registration of patents which show that growing Chinese investment in R&D is bearing 
fruit. China and the United States already register twice as many patents for digital 
technologies. 

The ambitious climate targets set out in the EU Green Deal cannot be achieved without 
the critical role of SMEs. SMEs are both drivers of technological change, but also 
adopters of sustainable practices to reduce their green-house gas emissions. SMEs’ 
access to sustainable finance is important to support the transition to a more sustainable 
economy.  

 

 

 

Figure 12: Development or introduction of new products, processes, or 
services (% of firms) 

 
Source:       EIB Investment Survey 2016-2023  
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Data collected through the European Banking Authority shows that the share of green 
loans in total loans is only 2% in the non-retail SME segments. This suggests that SMEs 
do not take up green loans sufficiently. To this end, it is of paramount importance to 
investigate channels to include SMEs in sustainable finance and introduce incentives and 
mechanisms to support their transitioning to a sustainable economy.  

According to a survey23 by the European Banking Authority nearly 35% of the institutions 
indicated that they experience (or would experience) high to moderate recurring costs 
associated with green loan origination and monitoring. Most SMEs and large corporates 
indicate that too high financing costs and insufficient public subsidies are significant 
obstacles to securing climate-related investment.24 The study further outlines that the 
greatest impediment to the growth of green loans is the challenges that banks face in the 
application of the standards and criteria. Credit institutions believe that public and 
regulatory measures can contribute to the origination of green loans such as more 
subsidies.  

A study conducted by the ECB across 12 European countries25 using credit registry and 
company data from 2019-2020 finds a “green transition risk”. European banks may 
hesitate to green their portfolios due to perceived higher risks associated with green 
loans. According to sample data less polluting firms have a 11% higher probability of 
default than their more polluting counterparts. This means lending to less polluting firms 
(green firms) is riskier and more expensive for banks due to higher estimated capital 
charges and monitoring costs. The study finds that deploying public guaranteed loans can 
effectively incentivise banks’ lending behaviour towards more environmentally friendly 
companies. By providing implicit protection against higher default probabilities public 
guarantees can reduce the ”green transition risk”.  

According to a study26 conducted by the Climate Policy Initiative, the global investment 
needs to achieve the Net Zero transition until 2030 amounted to USD 7.4 trillion annually.  

 
23 European Banking Authority (2023), EBA report in response to the call for advice from the European Commission on 
green loans and mortgages 
24 ECB Economic Bulletin Issue 6, 2023 
25 ECB (2023), Greening the economy: how public-guaranteed loans influence firm-level resource allocation:  
26 Climate Policy Initiative (2024), Global Landscape of Climate Finance 2024 

Figure 13: Number of patents issued in 
2020, by technology domain 

 
Source:        EIB Investment Report 2023/2024  
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However, tracked global climate finance only amounted to USD 1.46 trillion in 2022. Early 
estimates indicate that in 2023, climate finance continued to grow, albeit more slowly, to 
USD 1.5-1.6 trillion.  This would result in an annual climate financing gap of close to USD 
6 trillion.  For Europe27, the Climate Policy Initiative estimate a financing gap between 
USD 300-650 billion on an annual basis.28 

The study recommends mobilising more public finance to lower the cost of capital for 
private investors thereby scaling private climate finance globally. The longer we delay 
meeting total climate investment needs, the higher the costs will be, both to mitigate 
global temperature rise and to deal with its impacts.  

Sustainable finance is about financing both what is already environment-friendly and what 
is transitioning to environment-friendly and carbon neutral performance over time. 
Transition finance means financing of investments contributing to the transition towards a 
climate-neutral, climate-resilient and environmentally sustainable economy.29 It is of 
crucial importance to further promote transition finance particularly for those businesses 
that aim to become sustainable but require time, adaption and investment to do so.30 

 
27 Covering the following countries: Austria, Belgium, Czech Republic, Denmark, Finland, France, Germany, Greece, 
Iceland, Ireland, Italy, Luxembourg, Netherlands, Norway, Portugal, Slovenia, Spain, Sweden, Switzerland, United Kingdom. 
28 Tracked investments in Europe in 2019/2020 amount to roughly USD 150 bn compared to climate financing needs 
between USD 400-750 bn 
29 Commission Recommendation (EU) 2023/1425 
30 Platform on Sustainable Finance (2025): “Financing a Clean and Competitive Transition” 

Figure 14: Annual climate finance investments and needs across regions 

 

Source:        Global Landscape of Climate Finance (2022), A Decade of Data  
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2. Assessment of the market gap for access to SME 
debt finance   

Given the challenges faced by SMEs in obtaining finance, it is crucial for policy 
intervention to determine the extent of the financing gap. The objective of this ex-ante 
assessment is to analyse the market demand and the need for EU intervention in more 
detail. 

Results from the EC/ECB SAFE surveys point to an increase of external finance needs by 
SMEs. Combined with lower availability this resulted in a widening of the financing gap. 
The share of SMEs reporting a widening of their external financing gap increased 
substantially after the COVID-19 outbreak in 2020 and continued to rise to over 6% of 
SMEs in first the half of 2023. 
The ease in the financing gap in the first half of 2021 can be explained by the effect of 
public support to address the liquidity problems of businesses following the COVID-19 
outbreak as well as the reduction of financing needs due to a lower investment appetite of 
businesses during the pandemic. 
This structural financing gap is independent of the economic cycle or the home country of 
SMEs. If financing is offered at all, it is offered at unacceptable conditions in terms of 
interest rates applied, maturities, repayment terms and collateral required.  

An SME financing gap can be defined as a “mismatch between the demand and the 
supply [...] in the different types of financial instruments for SMEs”.31 It is a situation in 
which the market is not able to supply a sufficient amount of external financing to SMEs 
that would merit financing but cannot get it due to market imperfections. A precise 
measurement of the financing gap is an inherently complex exercise, as it involves 
unobservable variables, i.e. the lending transactions that could have occurred if certain 
obstacles (e.g. informational asymmetries, transaction costs, sufficient collateral) had not 
existed. Hence it is inevitable to resort to proxies, such as loan rejection rates, rates of 

 
31  European Court of Auditors (2012). Special Report No 2/2012, Financial instruments for SMEs co-financed by the 

European Regional Development Fund 

Figure 15: External financing gaps reported by euro area SMEs (in %) 

 
Source:       The Survey on the Access to Finance of Enterprises (SAFE), 2015-2023  
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discouraged potential borrowers and the share of firms offered unfavourable lending 
conditions. 
 

2.1. Methodologies 

This assessment is based on the methodologies of past ex-ante assessments carried out 
for the SME Initiative32 and the Single Market Programme33. 
The analysis is done by exploring financial market failures in the EU27 in providing credit 
to financially viable borrowers. The approach uses SME survey data from 2017-202334 to 
gauge the number of SMEs unsuccessful in obtaining a loan, while being financially viable 
and thus creditworthy. Multiplying this number by the average SME loan amount, an 
estimate can be provided of the unmet financing needs of financially viable SMEs for the 
next EU programming period 2028-2034.  A detailed explanation of the methodology used 
for the ex-ante assessments referred to above is given below.  

 
Methodology used for the ex-ante assessment of the SME Initiative and Single 
Market Programme:  
 
The starting point is the percentage of financially viable SMEs that are unsuccessful 
in obtaining loan finance. This is computed using the following formula: 
 

Unsuccessful SMEs = [SMEs that applied × (SMEs rejected + SMEs refused)] + 
SMEs discouraged 

 
where 
 

SMEs that applied:  share of financially viable SMEs that applied for a 
                                               bank loan  

 
SMEs rejected:  share of financially viable SMEs that applied for a 
 bank loan and whose demand was rejected by  
 the bank 
 
SMEs refused:  share of financially viable SMEs that applied for a 
 bank loan and refused the proposed bank loan 
 because of high interest rates 
 
SMEs discouraged:  share of financially viable SMEs that did not  
 apply for a loan for fear of rejection 
 

 
Using the estimated Unsuccessful SMEs, the SME loan debt financing gap is 
calculated as follows: 
 

debt financing gap  = number of SMEs × financially viable SMEs × unsuccessful 
SMEs × average SME loan size 

 
where 

 
32 SWD(2013) 517 
33 SWD(2018) 320  
34 Annual SAFE surveys 2017-2025 conducted by the European Commission and European Central Bank 
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financially viable SMEs:  share of SMEs exhibiting positive turnover  
 growth* 
 
unsuccessful SMEs:  share of financially viable SMEs unsuccessful in 
 obtaining loan financing (see above) 
 
average SME loan size:  average size of loans granted to SMEs  
 

* The proportion of “financially viable” SMEs is proxied with the proportion of SMEs 
that experienced a turnover growth higher than 20% in the previous 3 years = lower 
bound, or higher than 0% in the previous 6 months = upper bound. 

 
2.2. Assumptions 

Due to lack of data, an accurate quantification of the financing gap is difficult and was 
therefore based on a number of estimations and assumptions. 
Data on SME loan amounts across Europe was based on figures from the European 
Central Bank, AECM35, the ORBIS database and data from the SAFE Surveys from 2017-
2023. None of these sources provided robust data on loan amounts for all EU Member 
States. Hence, we based our calculations on average amounts from all four sources, 
equally weighted. The average amount across the EU was weighted according to GDP. If 
no data was available for a given year, the most recent data was used. When not enough 
robust data for a specific country was available, an estimated loan amount was used 
based on an average across the EU weighted according to GDP or volume of outstanding 
guarantees in case of data from AECM. The sample at the top and bottom 10% was 
winsorised to take account of outliers.   
Data from the European Central Bank is based on AnaCredit36 data containing detailed 
information on individual bank loan data in the euro area. Data collection under AnaCredit 
only started in September 2018, does not cover commitments below EUR 25,000 and 
suffers in the initial phases of the project from certain data quality issues. Loan amounts 
are based on median commitment amount of "term loans, finance leases and other loans" 
at inception provided under AnaCredit.  
AECM statistics are the key data source, but suffer from several limitations.37 For 
instance, as mentioned in a study by the European Investment Fund (EIF)38 the coverage 
rate of credit guarantee rates in Europe varies significantly. We used AECM data on 
guarantee amounts and an average guarantee rate for the respective country ranging 
from 27% to 100% to calculate loan amounts.  
Loan data was also estimated using data from the SAFE Surveys 2017-2023, SBA and 
Eurostat.39 Calculations are based on internal methodology by the European Investment 
Fund that uses an econometric Heckoprobit and Heterogeneous Choice Model for the 
estimation of an ordered response model with sample selection. 

 
35  European Association of Guarantee Institutions 
36 Regulation (EU) 2016/867 of the European Central Bank of 18 May 2016 on the collection of granular credit and credit 
risk data 
37   AECM membership varies from year to year, not only by the countries that have AECM “members” but also by AECM 

membership within a given country. EU Member States not covered by AECM data are Cyprus, Denmark, Finland, 
Ireland (2017-2018), Malta (2017-2019), Sweden, Slovak Republic 

38  European Investment Fund (2017), Working Paper 2017/42, Credit Guarantee Schemes for SME lending in Western 
Europe 

39 Average loan sizes are based on the answers to Question 8a of the Survey on the access to finance of enterprises 
(europa.eu) (“What is the size of the last bank loan that your enterprise attempted to obtain/obtained or renegotiated in the 
past six months?”) 
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Other loan data was extracted from the ORBIS database40. ORBIS is a commercial 
database with accounting, legal and financial information of companies. To compute new 
loans we used the following formula as suggested by Kremp and Sevestre (2013)41:  
  
NL_t =  (LTDB_t + LOAN_t) – (LTDB_t-1 + LOAN_t-1) + FIEX_t 

with   NL= Amount of new loan, LTDB = Long Term Debt,  

Loan = Amount of Loans, FIEX = Financial Expenses 

 
The representativeness of ORBIS data is limited as it measures for each company the 
average new debt exposure, not the individual loan amount.   
Information from the ORBIS database, the SAFE survey42 and the SME performance 
review43 only provides data from selected sectors, which distorts our estimates for the 
SME debt financing gap. As more exhaustive data was not available at the time of 
conducting this ex-ante assessment, our calculation excluded the potential financing gap 
of companies from certain sectors, such as the financial and insurance industries (NACE 
K).  
Based on the methodologies outlined before, it is therefore possible to carry out 
calculations of the debt financing gap in terms of the number of SMEs and indicative loan 
volumes, both for the EU as a whole and, with more caveats due to data unreliability and 
unavailability, for each Member State. 
 

2.3. EU-level debt financing market gap 

Between 2017 and 2023, the estimated interval of the proportion of viable SMEs range 
between 15% (i.e. SMEs that have shown a turnover growth rate higher than 20%) to 37% 
(SMEs with a positive turnover growth). Between 4-6% of viable SMEs faced problems 
accessing finance and were not able to obtain the full amount of loan needed for reasons 
unrelated to financial viability.44  This confirms the assessment of another study conducted 
for Fi-Compass which finds that 4.3% of the EU SMEs may be considered as viable but 
unsuccessful in accessing debt finance.  
Overall, the loan financing gap affected annually between 982,000 and 1,395,000 viable 
European SMEs over the period 2017-2023. By matching data obtained from the ORBIS 
Database with information on loan shares provided by AECM, SAFE surveys and ECB 
AnaCredit data, this assessment produces an average SME loan size of €118,000.  
We use survey data from 2017-202345 to gauge the number of SMEs unsuccessful in 
obtaining a loan, while being financially viable and thus creditworthy. Multiplying this 
number by the average SME loan amount, an estimate can be provided of the unmet 
financing needs of financially viable SMEs.   
 
 
 

 
40   Average loan stock amounts across sectors (NACE B-J, M-N) for companies with up to 250 employees.  
41  Kremp and Sevestre (2013): “Did the crisis induce credit rationing for French SMEs?” 
42  The following industries have been taken into account based on the similar approach taken for the SAFE surveys: 

Industry (NACE B, C, D, E).  Construction (NACE F), Trade (NACE G), Services (NACE H, I, J, L, M, N, R, S).  
43  The data cover the non-financial business economy (sections B-J and L-N). 
44 calculated as the weighted average of all EU countries participating in the SAFE Survey in a given year 
45 Annual SAFE surveys 2017-2023 conducted by the European Commission and European Central Bank 
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46 SWD(2018) 320 

Figure 16: Loan financing gap for SME debt finance in 2023  

 

Despite the strong support of the SME debt financing market through public support schemes 
by the EU and Member States, EU27 still suffered from a substantial debt financing gap, 
peaking at €39 billion/ year in 2022 and slightly decreasing to below €37 billion in 2023. 
Survey data shows an overall worsening of the conditions for accessing loan financing at EU27 
level compared to earlier years. 

Figure 17: Aggregated annual loan financing gap for SME debt 
finance in EU27  

 
 
Upper bound:  Debt financing needs of SMEs with a positive turnover growth rate 
according to methodology used for the SME Initiative  
Lower bound:  Debt financing needs of high-growth SMEs (i.e. SMEs that have shown a 
turnover growth rate higher than 20%) according to methodology used for the SME Initiative 
 
 

 
 
 
 
 
 
 
 
 
 
 
 
 
 
 

We can conclude that over the 7-year period, the aggregated market gap for new SME 
financing was about €211 billion. Even if one were to consider a much narrower group of 
SMEs, i.e. those with a turnover growth rate of higher than 20%, the aggregated market 
gap was approximately €112 billion.   
We can observe a slight increase of the debt financing gap (from €200 to 211 billion)46 
compared to the previous programming period despite significant efforts that were undertaken 
at EU and Member State level to support financing for SMEs.  
The analysis of the debt financing gap is expected to be underestimated for a number of 
reasons:  
- The assessment only covers the amount of financing that companies consider they need to 

fill their financing plans and not additional unexpected investments or the amount of 

 

Methodology: Loan financing gap = number of SMEs × financially viable SMEs × 
unsuccessful SMEs × average SME loan size 

 
Upper bound (SMEs exhibiting positive turnover growth)  

25 807 736 x 36.3% x 2.9% x € 125,737 = €36.84bn  
 

Lower bound (SMEs exhibiting >20% turnover growth)  
25 807 736 x 17.3% x 4% x € 125,737 = €21.1bn 
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47 See for instance: Fi-Compass (2020): “Gap analysis for small and medium-sized enterprises financing in the European 
Union” with an estimated loan size of EUR 169,751 
48 Fi-Compass (2019): “Gap analysis for small and medium-sized enterprises financing in the European Union” 

investments needed to meet the digital and green transition.  
- The reported figures only represent the measured gap in terms of loan financing. Due to the 

fact that SMEs are also heavily reliant on alternative debt financing instruments (i.e. leasing, 
bank overdraft, trade credit, etc.), the overall debt financing gap in Europe is expected to be 
higher.  

- This study produces an average SME loan size of €118,000 whilst other studies estimate a 
much higher loan size of above EUR €160,00.47 Estimates of the total debt financing gap 
would be higher if higher average loan sizes were assumed.    

A recent study produced for Fi-Compass48 produced similar results and found a debt financing 
gap at the EU level of EUR 176.7 billion.  Other studies point to a much higher financing gap. 
For instance. the EIB estimated that the annual financing gap in Europe amounts to EUR 323-
481 billion. The EIB uses firm-level data from the Enterprise Survey  

2.4. Individual Member States’ debt financing market gaps 

Figure 18: SME debt financing gap for 2023 per Member State 

  Market gap range    
Average loan size  

AT € 0.13 - 0.52 billion   € 148,574 
BE € 0.55 - 0.78 billion  € 117,541 
BG € 0.37 - 0.48 billion   € 136,484 
CY € 0.10 - 0.16 billion  € 165,719 
CZ € 0.80 - 1.46 billion   € 155,400 
DE € 0.69 - 3.07 billion  € 140,906 
DK € 0.15 - 0.60 billion   € 205,849 
EE € 0.00 - 0.11 billion  € 159,314 
EL € 1.49 - 4.20 billion   € 146,730 
ES € 2.73 - 3.64 billion  € 82,829 
FI € 0.19 - 0.35 billion   € 87,872 
FR € 2.60 - 7.14 billion  € 146,510 
HR € 0.21 - 0.21 billion   € 83,222 
HU € 0.39 - 0.67 billion  € 116,564 
IE € 0.07 - 0.10 billion   € 97,346 
IT € 3.08 - 3.11 billion  € 109,914 
LT € 0.95 - 0.98 billion   € 127,550 
LU € 0.00 - 0.06 billion  € 225,292 
LV € 0.28 - 0.33 billion   € 142,292 
MT € 0.00 - 0.00 billion  € 222,051 
NL € 0.74 - 1.28 billion   € 95,758 
PL € 2.01 - 2.47 billion  € 134,760 
PT € 0.49 - 1.18 billion   € 86,386 
RO € 2.38 - 2.93 billion  € 114,032 
SE € 0.00 - 0.17 billion   € 98,718 
SI € 0.10 - 0.21 billion  € 66,538 
SK € 0.61 - 0.63 billion   € 110,479 
EU27 € 20.54  - 35.94 billion   € 125,737 
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49 Fi-Compass (2019): “Gap analysis for small and medium-sized enterprises financing in the European Union” 

 
The aggregated market gap for 2017-2023 has been computed based on the individual market 
gaps per Member State, which are set out in Figure 18 below. The minimum/maximum 
financing gaps represent estimate of the financing gap for the lower bound of SMEs (with over 
20% turnover growth) or upper bound of SMEs (with a positive turnover growth) respectively. 
 
Figure 18 above provides an overview of the debt financing gap in each Member State in 2023 
in absolute terms.  

Figure 19: Maximum SME debt financing gap (% of 
GDP) 2017-2023 

 
□ >0.50%, □ 0.30-0.50% □ 0.10-0.30 □ <0.10%   
 

 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 

 
Figure 19 displays the distribution of the loan financing gap across EU Member States. Note 
that values are expressed as percentages of national GDP and reflect the average values 
observed during the 2017-2023 period. Countries may have recovered significantly in terms of 
provision of loan financing to financially viable SMEs. 

The strongest correlation (0.84) between the intensities of debt financing gaps across Europe 
can be observed with the level of indebtedness of businesses followed by the cost of borrowing 
(0.72). In countries with a relatively high financing gap businesses also have high debt ratios of 
over 90% such as in Poland or Greece. Businesses in Greece also face one of the highest 
costs of borrowing of 5%. No correlation (-0.02) can be observed between loan rejection rates 
and the intensity of debt financing gaps.   
Based on findings of other studies, the debt financing gap expressed in this assessment as a 
percentage of GDP appears to be underestimated.  
A recent study of the financing gap across Europe produced for Fi-Compass49 confirms the 
discrepancy across individual Member States. The study finds that the loan gap represents 
1.1% of GDP in the EU in 2018 and the debt financing gap as proportion of GDP is most 
pronounced in Greece (7.7%), Cyprus (6%) and Estonia (5.5%).  
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50 COM(2025) 124da 
51 Main Implementing Partner under the SME window for 75% of the window’s capacity. 
52 https://cohesiondata.ec.europa.eu/stories/s/Financial-instruments-under-cohesion-policy-2021-2/tkqa-xd2d/ 
53 Summaries of the data on the progress made in financing and implementing the financial instruments as of 31 December 
2022 for the programming period 2014-2020 in accordance with Article 46 of Regulation (EU) No 1303/2013 of the 
European Parliament and of the Council 

2.5.  EU action geared towards addressing the SME debt 
financing gap 

The EU, together with Member States, has adopted a wide range of different initiatives to 
strengthen banks’ ability to lend and to accept risk, as well as to increase their liquidity. These 
complement a wide range of regulatory initiatives to strengthen the single market for venture 
capital, foster capital markets and improve regulatory environment for SMEs as outlined in the 
Capital Markets Union Action Plan and more recently in the Savings and Investments Union.50  

2.5.1. Centrally-managed debt EU financial instruments for SMEs  

For the 2021-2027 programming period the Commission adopted the InvestEU Programme 
which supports sustainable investment, innovation and job creation in Europe. The InvestEU 
programme aims to trigger more than €372 billion in private investments. 
As of October 2024 the European Investment Fund51 (EIF) signed under the EU compartment 
over 400 agreements supported by InvestEU amounting to EUR 13.3 billion and approved over 
500 operations for EUR 16.3 billion.  The EIF signed 233 agreements for debt and 185 for 
equity financial products.  
The InvestEU Member State Compartment enables the Member States to contribute part of 
their shared management funds, resources from the Recovery and Resilience Facility, and 
national resources to the InvestEU Fund.  As of October 2024 six Member States made 
contributions of EUR 1.9 billion under the Member State compartment of InvestEU.  
Lending and equity financing is already flowing to SMEs. By October 2024 more than 95,000 
final recipients were supported by portfolio guarantees signed by the EIF under InvestEU  with 
financial institutions across the EU amounting to more than EUR 6.1 billion  in financing 
provided. More than 1300 final recipients also received an equity investment amounting to a 
total of over EUR 4.3 billion.  

2.5.2. EU financial instruments implemented in shared management 
(Cohesion Policy) 

During the period 2021-27, financial instruments played an increasing role in Cohesion Policy. 
EU27 committed around €17.8 billion (7.3% of total) in the Operational Programmes to financial 
instruments.  In terms of product mix, loans and guarantees financing continue to represent the 
highest share of commitments (64%) followed by grants in combination with financial 
instruments (21%) and equity (15%).52  
By the end of 2022, EUR 15.8 billion of the European Regional Development Fund and the 
Cohesion Fund were paid to final recipients or set aside for guaranteed loans disbursed to final 
recipients. This mobilised EUR 60.7 billion of financing. The leverage effect ranges from 1.3 in 
loans, 2.0 in equity to 5.2 in guaranteed loans.53  
In light of the increasing scarcity of public resources, financial instruments are thus expected to 
continue to be a key priority for the Cohesion Policy in the 2028-2034 programming period. 
However, significant efforts will need to be undertaken in those Member States where past 
experience has shown that implementation has been delayed for lack of resources, capacity 
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54 Regulation (EU) 2021/241 
55  The EIB Group Operational Plan 2024-2026 

(including knowledge) and the lack of suitable institutions.  

2.5.3. Financial instruments supported by the Recovery and 
Resilience Facility  

The Recovery and Resilience Facility54 aims to mitigate the economic and social impact of the 
coronavirus pandemic and make Europe  more sustainable, resilient and better prepared for the 
challenges and opportunities of the green and digital transitions. Several countries have put 
forward measures of more than EUR 9.6 billion in their national recovery and resilience plans to 
improve access to finance for SMEs.  
But it needs to be emphasised, that the Recovery and Resilience Facility was a one-off initiative 
to address the challenges linked to the outbreak of the Covid-19 crisis and will not be available 
in the next programming period. 

2.5.4. European Investment Bank Group 

The European Investment Bank (EIB) and the European Investment Fund (EIF) are mobilising 
financing to SMEs and midcaps by using own resources, in addition to resources from EU 
mandates like the InvestEU programme or other third party mandates.  

In 2023 total signatures by the European Investment Bank (own resources) into the EU 
economy amounted to €66.4 billion. The EIB's signatures under its own resources are expected 
to slowly decrease again to €57.3 billion in 2026 in line with its prudent approach given the EIB 
group statutory risk metrics constraints. EIB financing for SMEs and mid-caps in the EU with 
own resources and from third parties is expected to slowly decrease from EUR 13 billion in 
2023 to EUR 11.4 billion in 2026. Likewise European Investment Fund financing under its own 
resources is expected to decrease from EUR 2.5 billion in 2023 to only EUR 1.1 billion in 2026. 

55   

The EIB plans to continue its financial support for SMEs in Europe in the form of loans to 
partner financial institutions for on-lending to SMEs. 

Figure 21: EIB group support & total lending market 
to non-financial corporations in 2023 (in billion Euro) 

 
Source: EIB (2024), EBA (2024) 
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The EIF will continue to facilitate the deployment of EIB own resources via securitisation 
transactions complementing, whenever appropriate, EIB’s investments with EIF own capital.  
Financial support provided by the EIB group is crucial to mobilise investments and facilitate the 
green and digital transition. However, it only represents 1% of the total EU lending market.  
 

2.6. Use of Member State resources 

In addition to the instruments implemented under the Cohesion Policy, Member States also 
implement financial instruments under their own budgetary resources.  

2.6.1. SME debt financing support at Member State level in absolute 
amounts 

In  Member States have set up numerous public financial institutions to improve SMEs' access 
to finance. The OECD published the 2023 scoreboard on financing SMEs and entrepreneurs, 
which summarises the types of measures in place across a selection of OECD countries.  

Figure 22: Overview of Government-backed guarantees in selected countries  
Source:   AECM   OECD   AECM OECD 
         
   in million   as % of GDP 

AT € 397.8 €            
344    0.09% 0.08% 

BE € 527.7 €            
569  

 
0.10% 0.10% 

BG € 18.6 €     0.02%   

CZ € 619.9 €            
580  

 
0.22% 0.21% 

DE € 1282.9 €     0.03%   

EE € 60.9 €            
207  

 
0.17% 0.58% 

EL € 605.4       0.29%   
ES € 2273.4 €   

0.17%   
FI € 892.1 € 702   0.33% 0.26% 
FR € 7038.5 €   

0.27%   
HU € 4583.4 € 3815   2.72% 2.26% 

IT € 1251.2 €      
42,136  

 
0.06% 2.15% 

LT € 176 €     0.26%   
LV € 89 €   

0.23%   
NL €   € 348     0.04% 

PL € 12367.6 €         
8,073  

 
1.88% 1.23% 

PT € 570 €     0.24%   
RO € 3831.6 €   

1.35%   
 

Source: OECD (2023): Financing SMEs and Entrepreneurs Scoreboard, European Investment Fund (2023), European Small 
Business Finance Outlook 2023 
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The OECD scoreboard on financing SMEs and entrepreneurs provides information on annual 
amounts of Government-backed guarantees/loans in 2022. Data available on national support 
is distorted, as existing data does not exclude the impact of support through EU programmes. 
Moreover, the amounts per Member State are not collected based on the same methodology, 
nor is the focus of all these instruments primarily on SME financing.  

Data from the OECD was matched with data on newly granted guarantees from the European 
Association of Guarantee Institutions (AECM).  Data on newly granted guarantees does not 
represent a comprehensive overview of public debt financing support. On the one hand, it 
neglects other debt based public financial instruments such as direct loans. On the other hand, 
the figures include also guarantees supported by institutions which are not exclusively under 
public ownership 

2.6.2. SME debt financing support at Member State level in relative 
terms  

In this section the assessment concentrates on identifying the relative debt financing support at 
Member State level. For this, an assessment is made of the level of support provided by 
national debt financial instruments. To compare the results across countries, GDP data is taken 
to quantify the degree of public support relative to the size of the economy. Figure 22 above 
provides an overview of the magnitude of national support schemes for SME debt financing as 
a percentage of GDP in 2022.  

As a next step, we compare the results of both exercises: the credit financing gap across EU 
Member States and the size of public credit support (both relative to the size of the economy as 
a percentage of GDP). Figure 23 shows the results of our estimates of the maximum financing 
gap in selected EU countries in 2022. The table also indicates the order of magnitude of 
estimated public debt support in the selected countries based on available data from OECD. 
The result presents a diverse picture across Member States. Some Member States provide 
stronger SME debt financing support relative to the size of the financing gap and the size of 
their economy than others. 

Figure 23: Debt financing gap and public support in a selection of EU countries in 2022  

 
 

For instance, Hungary and Czechia both faced a similar debt financing gap of 0.4% in terms of 
GDP in 2022. However, public support through loan guarantees was far greater in Hungary 
(2.26%) compared to Czechia (0.21%). A similar divergent trend can be observed when 
comparing Italy and Finland. Both faced a debt financing gap between 0.17-0.19% in terms of 
GDP in 2022. But public supported guarantees represented 2.15% of GDP in Italy compared to 
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only 0.26% in Finland. The above figure indicates that the relative financing gap is unequally 
addressed across Member States by current national financing programmes.  

Figure 24: Debt financing gap and Public Debt in a selection of EU countries (2022) 

 
 

The difficulty faced by particular Member States can also be observed when comparing their 
credit financing gap with the level of public debt.  
The figure shows that some Member States face budgetary constraints due to  elevated 
government debt and have less resources to address the financing gap compared to other 
countries. For instance, Poland and Romania (49%), have similar Government debt level like 
the Netherlands (50%) but face a far greater debt financing gap of over 0.65% compared to less 
than 0.20% in the Netherlands.  
These findings show that some Member States appear to be facing difficulties in properly 
addressing local financing gaps due to budget/time constraints, lack of capacity/knowledge and 
the lack of a well-functioning local commercial financing market or financial fragmentation. As a 
consequence, SMEs in those Member States face particular financing problems compared to 
their peers/competitors in other Member States 
 

3. Future Outlook and Summary 

Future SME financing conditions and financing gap are likely to be affected by several 
economic, regulatory and policy factors.  The overall prospects appear to point towards a more 
difficult outlook for SMEs in the EU in terms of access to finance.  

The result of the analysis indicates that: 

- a significant SME debt financing gap, albeit in a different order of magnitude, exists in every 
Member State; at EU level the financing gap is expected to amount up to €35 billion per annum; 

- This financing gap is observed, despite the fact that significant efforts are undertaken at EU 
and Member State level to support debt financing for SMEs;  
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- In the next programming period, it is expected that Member States continue supporting SME 
debt financing at least at the same level through national budgets. 

- European Structural and Investment Funds resources should continue to be used at least to 
the same extent as was the case in previous programming periods to address the difficulties of 
access to debt finance for SMEs whilst financial instruments supported by Recovery and 
Resilience Facility will be phased out.   

The severity of the financing gap justifies continued support through a central EU guarantee in 
favour of SMEs, which should complement the efforts of the Member States and focus 
particularly on those countries where access to debt finance is most pronounced (in absolute 
and relative terms).  

In addition, the EU needs to pursue SME friendly regulatory initiatives to improve access to 
finance and reduce the SME financing gap in Europe. A significant development of EU capital 
markets must be an essential element so that the EU can address the growing investment 
needs.  

 



 

 
 
 

 

 

 

GETTING IN TOUCH WITH THE EU 

In person 

All over the European Union there are hundreds of Europe Direct centres. You can find the address of 
the centre nearest you online (european-union.europa.eu/contact-eu/meet-us_en) 

On the phone or in writing 

Europe Direct is a service that answers your questions about the European Union. You can 
contact this service:  

— by freephone: 00 800 6 7 8 9 10 11 (certain operators may charge for these calls), 

— at the following standard number: +32 22999696,  

— via the following form: european-union.europa.eu/contact-eu/write-us_en 

 

FINDING INFORMATION ABOUT THE EU 

Online 

Information about the European Union in all the official languages of the EU is available on the Europa 
website (european-union.europa.eu) 

EU publications 

You can view or order EU publications at op.europa.eu/en/publications. Multiple copies of free 
publications can be obtained by contacting Europe Direct or your local documentation centre 
(european-union.europa.eu/contact-eu/meet-us_en). 

EU law and related documents 

For access to legal information from the EU, including all EU law since 1951 in all the official language 
versions, go to EUR-Lex (eur-lex.europa.eu) 

EU open data 

The portal data.europa.eu provides access to open datasets from the EU institutions, bodies and 
agencies. These can be downloaded and reused for free, for both commercial and non-commercial 
purposes. The portal also provides access to a wealth of datasets from European countries. 

 

https://european-union.europa.eu/contact-eu/meet-us_en
https://european-union.europa.eu/contact-eu/write-us_en
https://european-union.europa.eu/index_en
https://op.europa.eu/en/publications
https://european-union.europa.eu/contact-eu/meet-us_en
http://eur-lex.europa.eu/
https://data.europa.eu/en
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