VECF//) s sl

VETAYNY s b VEYAYNAY 6 S5t o] VETAY/F )l 06

4326 2SSl bl (SMES) tawgio 9 5255 1o )15 gounS’ (Slo conoli 19 Silosimsns (5 53 90

ole> s ygus

T e o 3T e W s

Flezzl psle 5 sladl UG TN PP S W PO
Ol Ol s e 5 o250
oISty alaml o5 S ases s sl gl S5 Y

Olnl e b Jio gy ol&23ls ¢ olazr| p ke 5 slal

r.sohrabi@basu.ac.ir :J i st 5 Jeasl

@Il
ol sl gsis olad VF-F © By NC

(s yiawd Gyguody dllie ol KLl ol ol g 4y 3late Allio
sl 48,5 g0 (CC BY-NC 4.0) alg5 b illae

S
5 S8 ool im0 JSis bawgio g Sog8 ool 1y jouiS” (golaml ool doyd AF dgas 4l 5o

@limo b Bg0 ¢ 8L 0 p Jlo glio coidlsl g,k 5 a5 s (o5Luamdl sgame cladles (SME) bwgre
ol g g Mg e Jldl solanl b 3 rizmed solSiy ol gl 00 wal8 1y (g3l dxwgi (sladise
dxg Jb 5 sloygiS L oalatdl sy )3 LSME pe (285 0525 b aiiS o sl Sl (185 njguiS a8
Ady pae sdes B J S S 58 ol ogllae el 4 (eolamdl iy anT ) s i wilgs beS s o)
A o yiwd 1 30 sacudgioe g Jlo el A (e yiwd pis ey b 50 (slayeiS el 3 WSME
297025509y So bl g Sl 58 p (e adlls (pl 3 £9—d9e (pl Cumnl 4 g b Cl (SHUE
i Y0 dlas addllas oyl 55 sl 0a aislyy (SSb ise vy WSME Jbo cpel Juloo 4y Slotnas
VAP BV ol (b Jed BB cudSl g bspe adllae TV Coles )3 6 S JLy jl & 28 olulis
b 8 5 o 0l (281 s 28 03l 58 Vil e Sl ol @l sl b 5618
Cleb e o 1 (elacSllo 31as5 Sl | Lalyy aibls Jsb (8 15 6 gl59m0 5 013 peans latel gebaus ¢c5y5
Jelss 51 650585 b LSME gullas el il o590 9 Yo (St e()litel dilws el Cpase b w28,

it (SSb Mugas ¢ lliel 4 WSME oo s 3500 ) 0058 oy

Seiloiuar ygp0 oo dp2 o S Mo ol clansgio g SopS (slo )l guns”s ()15 19005

(SMES) Liwssio 5 S5 (oS g o (3005 1 Soiloiogas (5970 (VE-F) 31,3 e poo 5 ellirg) oy £ 203 Ln] 55l
YAFD (V)F o Mo g5k 5 il o> (o y9S a5 Sl b



http://creativecommons.org/licenses/by-nc/4.0
http://creativecommons.org/licenses/by-nc/4.0

Submit Date: 2025-02-24 Revise Date: 2025-03-03 Accept Date: 2025-03-10

Publish Date: 2025-03-21

A Systematic Review of Financing Small and Medium-Sized Enterprises (SMEs)

by Banks: Global Experience

Abstract

In Iran, approximately 94 percent of the country’s economic enterprises are small and
medium-sized enterprises (SMEs). SMEs are limited-scale economic entities that,
through the accumulation of micro-financial resources, entrepreneurship, and
linkages with industries, create opportunities for economic development. These
enterprises also play a vital role in economic growth, employment, wealth creation,
and poverty reduction in countries. Despite the significant role of SMEs in economic
growth, in most developing countries these companies have not been able to perform
effectively in the economic growth process. One of the major reasons for the lack of
growth of SMEs in most developing countries is the lack of access to financing and
severe constraints in accessing liquidity. Considering the importance of this issue,
this study, based on global experience and adopting a systematic review approach,
analyzes SME financing by the banking sector. In this study, 215 research works were
identified, and after screening, 31 relevant and high-quality studies published
between 2010 and 2024 were collected. Based on the findings of this research, it can
be argued that company size, company age, corruption, company location, business
plan, trust level, income and profitability level, length of banking relationships,
number of company owners, field of activity, managerial personality, credit history,
high liquidity and repayment period, and SMEs’ adaptation to technology are among
the determining factors in improving SMEs’ access to bank credits and facilities.

Keywords: Small and Medium-Sized Enterprises, Bank Financing, Global
Experience, Systematic Review.
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Introduction

Small and medium-sized enterprises (SMEs) have emerged as the backbone of most national economies,
representing a dominant share of businesses and playing a central role in employment creation, wealth
generation, and poverty alleviation. In many economies, SMEs account for more than 90% of firms and



contribute significantly to productive employment and gross domestic product, positioning them as
indispensable for sustainable development and economic resilience (Hallberg, 2001; Fufa, 2016). Due to their
agility and flexibility, SMEs can swiftly adapt to market fluctuations, exploit emerging opportunities, and serve
as vital incubators for innovation and entrepreneurship. Moreover, many large corporations originate as small
enterprises, highlighting the crucial role of SMEs in fostering industrial dynamism and long-term
competitiveness (Beck, Klapper, & Mendoza, 2010).

Despite their importance, SMEs across developing economies consistently face severe constraints in accessing
formal finance. High interest rates, collateral requirements, asymmetric information, and limited credit history
often inhibit their ability to secure bank loans, pushing them toward informal and costly financing alternatives
(Haron, Said, Jayaraman, & Ismail, 2013; Hue, 2020). Empirical evidence indicates that SMEs perceive
financing barriers as more restrictive than larger firms do, with financial constraints adversely affecting their
performance and survival (Beck, Kunt, & Martinez Peria, 2009). The financing gap is particularly pronounced
in developing regions where the banking system is the dominant source of credit, but risk perceptions and lack
of transparency deter financial institutions from extending adequate facilities to SMEs (Aduda, Magutu, &
Wangu, 2012).

In Iran and many other countries, the banking sector plays a pivotal role in financing business activities, yet
commercial banks and credit institutions often perceive lending to SMEs as highly risky and costly due to
inadequate financial statements, weak collateral, and insufficient transparency (Tamizifar, Tohidi, & Shekari
Khiadani, 2022). This reflects a broader global concern where SMEs’ reliance on bank loans clashes with the
structural reluctance of financial institutions to accommodate their credit needs, thereby constraining
entrepreneurship and sustainable growth. Studies highlight that in Europe, SMEs are heavily dependent on
bank loans to finance operations, an observation echoed in developing countries where bank financing remains
a critical driver of SME development (Silivestru, 2012; Boulanouar, Locke, & Holmes, 2020).

Scholarly discourse underscores that enhancing SMEs’ access to finance requires attention to both supply-side
and demand-side constraints. On the supply side, the development of innovative financial products, improved
credit scoring systems, and public credit guarantee schemes have been introduced to mitigate information
asymmetries and reduce lending risks (Nitani & Riding, 2014; Corredera-Catalan, diPietro, & Trujillo-Ponce,
2021). On the demand side, factors such as managerial skills, business planning, financial literacy, and trust in
banking institutions significantly influence SMEs’ capacity to obtain loans (Pallegedara, 2017; Pham, 2017).
More recent studies also emphasize the transformative role of digital finance and technology adoption, with
innovations such as big data analytics and online platforms reshaping credit evaluation processes and
facilitating broader SME inclusion (Hardik, 2024; Thathsarani & Jianguo, 2022).

Global experiences demonstrate that government-backed programs, such as credit guarantee funds in East Asia
and Europe, and specialized SME banking units, have been instrumental in reducing financial exclusion and
enhancing the resilience of SMEs during economic crises (ESCAP, 2022; Hossain, Yoshino, & Tsubota, 2023).
For instance, Korea’s Credit Guarantee Fund (KODIT) and Japan’s comprehensive SME support mechanisms
exemplify the role of state-led financial initiatives in bridging credit gaps and sustaining entrepreneurial growth
(Beck et al., 2010). Similarly, post-crisis interventions in Spain through government-backed guarantee
schemes highlight how tailored policies can alleviate SME credit constraints (Corredera-Catalan et al., 2021).
Nevertheless, despite these advances, SMEs in many developing economies remain marginalized by the formal
financial sector. The challenges of limited collateral, insufficient credit records, corruption, and
macroeconomic instability continue to undermine their financial integration (Erdogan, 2019; Khan, 2024). The
situation underscores the urgency of systematic reviews synthesizing global experiences to identify key
determinants of SME financing and to propose actionable strategies for strengthening banking systems’
responsiveness to SME needs.



Against this background, this study undertakes a systematic review of global literature on SME financing
through banks, covering the period from 2010 to 2024. By consolidating evidence from diverse geographical
and institutional contexts, this research identifies the determinants influencing SMEs’ access to bank credit
and highlights effective mechanisms that can enhance their financial inclusion.

Methods and Materials

This study employed a systematic review methodology to analyze SME financing through banks. A structured
search strategy was applied across multiple academic databases, including EBSCOhost, Web of Science,
Scopus, PsyclInfo, PubMed, Google Scholar, SID, and Civilica. The search covered publications from 2010 to
2024 in English and Persian, with keywords focusing on SMEs, small businesses, financing, credit, loans, and
banking.

Out of 215 identified studies, 27 duplicates were removed, and 70 were excluded after abstract screening due
to irrelevance. Further quality assessment eliminated low-quality or non-banking-related studies, resulting in
31 eligible articles for detailed thematic and content analysis. A thematic coding approach was adopted,
following six steps: data familiarization, coding, theme searching, theme review, theme definition, and theme
naming.

The final dataset included empirical and conceptual studies from diverse regions, with a majority from East
Asia, alongside evidence from Iran, Africa, Turkey, Europe, and New Zealand. Quantitative studies dominated
the sample, complemented by qualitative and mixed-methods research.

Findings

The systematic review revealed several core themes. Geographically, East Asian countries contributed the
majority of studies, underscoring the policy importance of SME bank financing in this region. Iranian studies
also constituted a significant share, reflecting local concerns about the banking system’s inefficiency in
addressing SME financing needs.

Quantitatively, most of the reviewed articles investigated determinants of SME access to bank credit. These
determinants included firm size, age, location, income levels, profitability, managerial characteristics,
ownership structure, and business planning. Additionally, institutional and systemic factors such as corruption,
credit history, collateral availability, and trust in banking institutions emerged as critical influences on
financing accessibility.

The review also identified operational and institutional challenges on the supply side. Banks considered SME
lending costly and risky due to high service expenses, inadequate collateral, and lack of reliable financial
information. In response, several countries adopted credit guarantee schemes, state-backed funds, and policy
incentives to stimulate bank lending to SMEs.

Technological innovation was another recurring theme. Digitalization, big data, and fintech solutions were
shown to improve information transparency, reduce transaction costs, and enhance banks’ capacity to assess
SME creditworthiness. Studies from India, China, and other emerging markets highlighted the growing
reliance on relationship banking and technology-driven models to overcome information asymmetries and
provide more tailored financing.

Moreover, the thematic analysis indicated that supportive government policies and social banking initiatives
significantly improved SME access to finance, particularly during economic downturns and crises. These
measures included reduced collateral requirements, subsidized interest rates, and establishment of SME-
dedicated banking divisions.

Discussion and Conclusion

This systematic review synthesized global evidence on SME financing through banks and revealed a
multifaceted set of determinants influencing access to financial resources. Firm-specific characteristics such
as size, age, business planning, managerial profile, and ownership structure intersect with institutional



variables like corruption, credit history, and collateral availability to shape financing outcomes. On the supply
side, banks’ operational constraints and risk perceptions compound these challenges, necessitating policy
interventions and innovative financial mechanisms.

The evidence confirms that East Asian economies, with robust credit guarantee systems and government-
backed funds, provide leading examples of how structured banking support can empower SMEs and enhance
their resilience during crises. Similarly, digital finance and technology adoption across diverse contexts
highlight a transformative trend that can reduce information asymmetry and streamline loan processes.

The findings underscore that while SMEs face persistent financing challenges, effective solutions lie in a
combination of institutional reforms, technological innovation, and supportive policy frameworks. Credit
guarantee schemes, digital banking tools, and tailored financial products are essential to bridging the financing
gap. Moreover, fostering trust and transparency between SMEs and banks, alongside capacity-building
initiatives for entrepreneurs, can further enhance financial inclusion.

In conclusion, SMEs remain indispensable for economic growth and poverty reduction, yet their financial
constraints persist as a critical development bottleneck. Global experiences demonstrate that targeted banking
practices, integrated with policy support and technological innovations, can significantly improve SMEs’
access to finance. Policymakers and financial institutions must collaborate to design context-specific solutions
that balance risk management with the developmental imperative of SME financing, thereby promoting
inclusive and sustainable economic growth.
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