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Background Information

The Recommendation on SME financing was adopted by the OECD Council meeting at Ministerial
level on 8 June 2023 on the proposal of the Committee on SMEs and Entrepreneurship (CSMEE).
The Recommendation aims to support Adherents in their efforts to enhance SME access to a diverse
range of financing instruments. It supports the development of coherent national SME financing
strategies by helping define specific policy objectives, design and implement coherent policy
measures, strengthen the evidence base and provide a framework for monitoring and evaluation.

OECD’s work on SME financing

SME financing has been at the core of the work of the CSMEE (and its predecessor the Working
Party on SMEs and Entrepreneurship) for close to two decades.

Through its flagship biennal publication Financing SMEs and Entrepreneurs: An OECD Scoreboard,
the OECD monitors trends and policies in SME and entrepreneurship financing across close to 50

countries and has become an international reference in the landscape of SME finance.

In 2015, building on the work of the Scoreboard, the OECD released the G20/OECD High Level
Principles on SME Financing (the “Principles”), which were welcomed by G20 Leaders in November
2015 and included in the Compendium of Standards of the Financial Stability Board (FSB) as one of
the key standards in the field of SME finance. The Principles were updated by the CSMEE in 2022 to
reflect major developments in the intervening period (see the Updated G20/OECD High-Level
Principles on SME Financing, the “2022 Updated Principles”) and their updated version was also
welcomed by G20 Finance Ministers and Central Bank Governors (FMCBG) in July (see Chair's
Summary) and October 2022 (see Chair's Summary) and welcomed by G20 Leaders in November
2022 (see Leaders’ Declaration).

The OECD also launched a Platform on Financing SMEs for Sustainability in 2021, bringing together
public financial institutions and other stakeholders working to promote sustainable finance for SMEs.

This work culminated with the adoption of the Recommendation which embodies the 2022 Updated
Principles, further consolidating the role of the OECD as a global standard-setting and providing a
whole-of-government approach to SME financing policies.

Process for developing the Recommendation

Following the finalisation of the 2022 Updated Principles channeled through the CSMEE, in
consultation with the Joint Task Force on Institutional Investors and Long-term Financing of the OECD
Committee on Financial Markets, the OECD International Network on Financial Education (INFE) and
the G20 Global Partnership on Financial Inclusion (GPFI), the CSMEE discussed in November 2022
how to raise the visibility and impact of the 2022 Updated Principles, including a proposal to embody
them in an OECD Recommendation.

To finalise the text of the Recommendation, multiple rounds of comments were held on the draft text
in CSMEE, as well as a consultation of other OECD policy communities.

Scope of the Recommendation

Building on the 2022 Updated Principles, the Recommendation sets out 14 policy recommendations
to support Adherents in their efforts to enhance access to a diverse range of financing instruments by
SMEs.

The Recommendation emphasises the need to strengthen SME access to traditional bank financing,
while also promoting non-bank finance. It includes both macro-level principles, such as providing
guidance on the regulatory framework, and micro-level principles, such as addressing policy design
and implementation in SME financing policies. It seeks to encourage the collection of granular data on
SME access to finance as a foundation to understand SME financing needs and develop evidence-
based SME finance policies.


https://www.oecd.org/finance/G20-OECD-High-Level-Principles-on-SME-Financing.pdf
https://www.oecd.org/cfe/financing-smes-and-entrepreneurs-23065265.htm
https://www.g20.org/content/dam/gtwenty/about_g20/previous_summit_documents/2022/G20%20Chairs%20Summary%203rd%20FMCBG%2015-16%20July%202022.pdf
http://www.g20.utoronto.ca/2022/G20-Chairs-Summary-4th-FMCBG-12-13-Oct-2022.pdf
https://www.oecd.org/cfe/smes/2022-Update-OECD-G20-HLP-on-SME-Financing.pdf
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The Recommendation also aims to encourage dialogue, exchange of experiences and coordination,
including regulatory coordination, among stakeholders in SME finance, including policy makers,
financial institutions, research institutions and SME management. It also provides guidance on risk-
sharing between public and private actors. The Recommendation can apply to different economic,
social and regulatory environments.

Next steps

The CSMEE will serve as forum for exchanging information and experience with respect to the
implementation of the Recommendation. It will support the efforts of Adherents in implementing it
through continued analysis of specific SME financing instruments and policies as well as through the
data collection work of the SME and Entrepreneurship Financing Scoreboard.

The CSMEE will report to Council on the implementation, dissemination and continued relevance of
the Recommendation in 2028.

For further information please consult: https:.//www. .org/cfe/smes/sme-entrepreneurship-

financing.htm.
Contact information: Miriam.koreen@oecd.org; marco.marchese@oecd.org.


https://www.oecd.org/cfe/smes/sme-entrepreneurship-financing.htm
mailto:Miriam.koreen@oecd.org
mailto:marco.marchese@oecd.org
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THE COUNCIL,

HAVING REGARD to Article 5 b) of the Convention on the Organisation for Economic Co-operation and
Development of 14 December 1960;

HAVING REGARD to the standards developed by the OECD in the area of Small- and Medium-sized
Enterprises (hereafter “SME”) and entrepreneurship, financial markets, public and corporate governance,
financial consumer protection and literacy, access and sharing of data, good statistical practice, regulatory
policy, productivity and inclusive growth, digitalisation, green growth and public procurement;

HAVING REGARD to the work and standards developed by other international organisations relevant in
the area of SME financing, in particular on the access and sharing of credit information;

RECOGNISING that SMEs, including micro-enterprises, are important engines of innovation, growth, job
creation and social cohesion in high income and emerging economies, as well as low-income developing
countries (LIDCs);

RECOGNISING that, despite their key economic and social role, SMEs experience gaps in relation to
larger companies with respect to access to finance, owing to information opacity, under-collateralisation,
high transaction costs and insufficient financial skills;

RECOGNISING that SMEs operate in a rapidly evolving environment shaped by the green and digital
transitions, which may require investments, and compliance with standards and regulations, which
represent a challenge for SMEs due to more limited skills and financial resources;

RECOGNISING that the twin transitions also represent an opportunity for SMEs and entrepreneurs to
strengthen and expand their businesses through the means of digitalisation and more sustainable
production and, therefore, contribute to growth and the achievement of global environmental targets;

RECOGNISING that participation in global markets and global supply chains continues to represent an
important channel of growth and productivity for SMEs, but that this requires adequate policy support,
including in terms of finance;

RECOGNISING that cross-cutting policy strategies to enhance SMEs’ access to finance are needed to
provide a coherent framework for government actions in this area, within the broader policy ecosystem for
SMEs;

RECOGNISING that SME financing policies have a broad and varied scope, ranging from policies to
strengthen framework conditions and support the wider business community, to measures specifically
targeted to SMEs, and involve a variety of actors and institutions across multiple levels of government;

RECOGNISING that while bank financing will continue to be crucial for the SME sector across all
economies, the need to develop a more diversified set of options for SME financing remains pressing, in
order to reduce the vulnerability of SMEs to changes in credit market conditions, strengthen their capital
structure, seize growth opportunities and boost long-term investment;

RECOGNISING the role of diverse stakeholders in SME financing ecosystems including, among others,
SME representatives and business associations, Central Banks, financial market regulators, public and
commercial banks, development finance institutions, equity financiers and Fintech organisations, as well as
the value of social dialogue and public-private sector co-operation for effective policy design and
implementation;

NOTING that the present Recommendation embodies the 2022 Updated G20/OECD High-Level Principles
on SME Financing, first developed in April 2015, welcomed by G20 Leaders and subsequently included in
the Compendium of Standards of the Financial Stability Board (FSB) and which were revised in June 2022



https://www.oecd.org/cfe/smes/2022-Update-OECD-G20-HLP-on-SME-Financing.pdf
https://www.oecd.org/cfe/smes/2022-Update-OECD-G20-HLP-on-SME-Financing.pdf
https://www.fsb.org/2015/11/high-level-principles-on-sme-financing/
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by the CSMEE and welcomed by the G20 FMCBG in their July (see Chair's Summary) and October 2022
(see Chair's Summary) meetings and by G20 Leaders in November 2022 (see Leaders’ Declaration).

On the proposal of the Committee on Small- and Medium-Sized Enterprises and Entrepreneurship:

RECOMMENDS that Members and non-Members having adhered to this Recommendation

(hereafter the “Adherents”) develop cross-cutting policy strategies to enhance SMEs’ access to finance, as
well as a framework for the monitoring and evaluation of these strategies. To this effect, Adherents should:

1.

3.

Identify SME financing needs and gaps and improve the evidence base by:

assessing the extent to which SMEs’ financing needs are met and where gaps exist, including
through a strong evidence base and a better understanding of SME financing needs and
challenges by public authorities and financial suppliers, and in co-operation with relevant
stakeholders, such as central banks and financial supervisory authorities, financial and research
institutions, financial sector organisations and SME representatives, among others;

improving statistical information on SME and entrepreneurship financing;
adapting policy solutions to the heterogeneity of SMEs and SME financing conditions;

collecting and disseminating more disaggregated data, including breakdowns by size, sector,
location, age and stage of development of the firm, legal form of the firm, and gender of the
business owner, in order to tailor SME financing policy strategies to specific business needs, as
well as longitudinal data to assess impacts of finance over time;

encouraging co-operation at the national and international levels among relevant stakeholders in
order to increase transparency regarding definitions; improve the comparability of data and
indicators, within and across countries, and regulatory co-ordination; and shed light on
outstanding financing gaps, issues and good practices.

Improve transparency in SME finance markets by:

reducing information asymmetries in finance markets to encourage greater investor participation
and reduce financing costs for SMEs;

ensuring that information infrastructures for credit risk assessment support an accurate
evaluation of the risk involved in SME financing;

standardising, to the extent possible and appropriate, credit risk information and making it
accessible, in line with data protection standards, to relevant market participants and policy
makers to foster both debt and non-debt SME financing, including by making such infrastructure
available online;

supporting accessibility of this information at the international level to foster SMEs’ cross-border
activities and participation in global value chains taking into consideration the implications for
data privacy and use;

considering open banking and other arrangements, which also support competition in the banking
sector, while ensuring data protection and privacy rights.

Design and implement regulations that support a range of financing instruments for SMEs, while

ensuring financial stability and investor protection by:

a)

taking measures so that regulations are proportionate to the risks of different financing
instruments and profiles of investors, including those offered by Fintech institutions, while also
considering their impact in terms of financial inclusion;

taking into account the combined effects of regulations on SME finance and avoiding
unnecessary regulatory fragmentation;


https://www.g20.org/content/dam/gtwenty/about_g20/previous_summit_documents/2022/G20%20Chairs%20Summary%203rd%20FMCBG%2015-16%20July%202022.pdf
http://www.g20.utoronto.ca/2022/G20-Chairs-Summary-4th-FMCBG-12-13-Oct-2022.pdf
https://www.g20.org/content/dam/gtwenty/gtwenty_new/about_g20/previous-summit-documents/2022-bali/G20%20Bali%20Leaders%27%20Declaration,%2015-16%20November%202022.pdf

OECD/LEGAL/0493

7

4.

avoiding undue administrative and reporting burdens for SMEs in the area of finance, including
through digitalisation, where appropriate, and providing adequate measures on insolvency
proceedings;

ensuring that the flexibility provided to SMEs, particularly in the equity space, is compatible with
investor protection, integrity of market participants, corporate governance, and transparency;

encouraging good corporate governance in SMEs to enhance their access to equity markets;

designing legal, tax and regulatory frameworks that foster the development of diverse sources of
finance;

supporting international regulatory coordination to promote cross-border financing for SMEs.

Promote financial inclusion for SMEs and ease access to formal financial services, including for

informal firms, by:

a)

5.

maximising the number of SMEs which have access to and use formal financial services and
products at a reasonable cost and mobilising financial inclusion as an important tool to reduce
business and labour informality;

ensuring that national financial inclusion strategies include a review of the legal and regulatory
framework of the financial sector; define a public intervention strategy and identify appropriate
delivery instruments; and offer tools for groups excluded from or underrepresented in the formal
banking sector;

providing adequate attention to microfinance schemes, particularly in developing countries, to
enhance entrepreneurs’ access to small amounts of funding at a more affordable cost;

harnessing the potential of financial technologies (Fintech) and Fintech institutions to extend
banking and other financial services to wider segments of the population.

Enhance SMEs’ financial skills and strategic vision in order to enable them to develop a long-

term strategic approach to finance and improve business resilience and prospects by:

a)

supporting the financial literacy of SME managers, as a way to improve their awareness,
understanding and ability to use a broad range of available financial instruments, including
alternative and digital ones, and to be aware of changes in legislation, public support and
programmes for SMEs;

collecting evidence on the financial skills of SME managers to inform such efforts;

encouraging SME managers to devote due attention to finance issues, acquire skills (including
digital skills and understanding of sustainable finance issues) for accounting and financial and
risk planning, improve communication with investors and respond to disclosure requirements;

supporting efforts that aim to improve the quality of start-ups’ business plans and SME
investment projects, especially for the riskier segment of the market;

tailoring programmes to the needs, levels of financial literacy and levels of digitalisation of
different constituencies and target groups, including groups that are underserved by financial
markets and that have limited digital access and skills, and to different stages in the SME
business cycle, including early stages.

Strengthen SME access to traditional bank financing by:
pursuing efforts to improve banks’ capacity to lend to SMEs through measures that may include

credit guarantees, securitisation, credit insurance, credit mediation, and adequate provisioning for
loan losses;
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a)

strengthening risk mitigation measures by making use of new technologies and mechanisms for
underwriting risk, while recognising the role of relationship lending in easing access to finance for
SMEs and related risks;

fostering effective and predictable insolvency regimes that ensure creditor rights while supporting
healthy companies and offering a second chance for entrepreneurs who have gone through a
transparent and orderly insolvency process;

ensuring that SMEs are afforded credit on reasonable terms, taking into consideration
macroeconomic and credit market conditions, and with appropriate consumer protection
measures in place;

enabling the use of a broader set of assets beyond fixed collateral by SMEs to secure loans,
including through the establishment of collateral registries for moveable assets and through
careful consideration of the use of intangible assets, including intellectual property rights, as
collateral (particularly for knowledge-based companies and start-ups);

fostering the use of verifiable credit information to improve credit risk management for lenders
and access to funding for borrowers;

exploring the use of consumer-permissioned alternative data, including online data, to enhance
credit risk assessment, while ensuring privacy and personal data protection.

enable SMEs to access diverse non-traditional financing instruments and channels by:

fostering access to a sufficiently broad range of SME financing instruments in order to obtain the
form and volume of financing best suited to SMEs’ specific needs and the stage of the firm life
cycle, as well as to reduce SME vulnerabilites to financial shocks, recognising the
complementary nature of the role of banks and other financing channels, including Fintech
institutions;

supporting multiple and competing sources of finance for SMEs as well as undertaking targeted
outreach efforts to increase entrepreneurs’ awareness of the available financing options;

supporting the development of alternative financial instruments for SMEs that aim to attract a
wider range of investors, including institutional investors, and to enhance their understanding of
SME markets;

fostering asset-based finance to enable young and small firms to finance working capital on rapid
and flexible terms;

encouraging supply chain and trade finance to support the integration of SMEs in national and
global value chains;

encouraging sustainable and transition finance to support the integration of SMEs in these
markets;

enhancing alternative forms of debt to enable SMEs to invest, expand and restructure;

providing due policy attention to the development of hybrid tools and equity and quasi-equity
instruments to strengthen SMEs’ capital structure and boost investment in innovative start-ups
and high-growth SMEs, while giving special consideration to venture and private equity financing,
including capital for seed, early and later stage investments.

Leverage the role of financial technologies, Fintech institutions and digital relationships to reduce
n SMEs’ access to finance by:

encouraging responsible financial innovation, including through bank and non-bank partnerships,
that supports the provision of affordable SME financing, reaches underserved market segments
and regions, and increases competition among providers of financial services;
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10.

enabling financial technologies and Fintech institutions that generate consumer-permissioned
alternative data and use machine-learning models to enhance credit risk assessment, including
through collaboration with traditional financial institutions and especially in underserved markets
where information asymmetries are more pronounced;

leveraging Fintech institutions to disburse loans more rapidly and to provide SMEs with the types
of financing suited to their needs;

fostering digital banking to reduce transaction costs in banking services, simplify customer
relationship management, and offer product-based finance solutions;

encouraging digital payment systems that can support SMEs through safer and timelier
payments, modernised point of sale services, increased transparency of transactions and
improved bookkeeping, while reducing transaction costs in banking services and simplifying
customer relationship management;

exploring innovation through experimentation, including through the use of regulatory sandboxes;

ensuring that regulatory frameworks for new Fintech institutions take a technology-neutral
approach and reducing unnecessary regulatory barriers to entry for Fintech providers of financial
instruments for SMEs;

monitoring and sharing information across countries on regulatory and supervisory approaches to
Fintech;

taking due account of consumer protection concerns, including the collection and use of personal
data and the security of transactions on digital platforms.

Strengthen the availability and uptake of sustainable finance for SMEs by:

facilitating SMEs’ access to a range of tailored sustainable finance instruments suitable to their
diverse needs and ambitions to enable them to contribute to reaching climate and other
sustainability-related objectives;

complementing financial support with non-financial support, including resources, tools, digital and
Fintech solutions and educational services, in order to close gaps in SMEs’ awareness and
knowledge of sustainable finance, improve SMESs’ reporting capabilities, strengthen investment-
readiness and boost SMEs’ demand for and access to sustainable finance;

promoting the inter-operability of definitions, data, taxonomies, and methodologies related to the
measurement of environmental, social and governance (ESG) factors and integration of ESG
standards to support the demand for and supply of sustainable finance;

considering proportionality in sustainability reporting requirements, including for SMEs in the
supply chains of reporting enterprises, in line with SMEs’ ability to measure and report on their
ESG data performance and efforts; and flexible timelines for the implementation of climate- and
sustainability-related disclosures and considerations, including transition plans, in SMES’
business practices, while supporting capacity building for reporting and compliance.

Strengthen the resilience of SME finance in times of crisis by:

ensuring the rapid delivery of SME financing programmes to support liquidity in times of crisis,
including through the simplification of eligibility requirements and procedures, while safeguarding
accountability;

mobilising a wide range of instruments and traditional and non-traditional channels, including by
leveraging relationship lending and digital delivery systems;

reaching vulnerable SMEs and entrepreneurs that may be disproportionately affected by crises
and may face challenges in accessing existing policy measures;
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d) monitoring the implementation and uptake of support measures and adjusting them as
appropriate during the crisis;

e) considering reductions of broad-based support and shifts towards more targeted measures
during the recovery phase, including those that contribute to structural objectives;

f) managing the phasing out of exceptional support measures through carefully designed and well-
communicated exit strategies, in order to enable viable firms to adjust to their withdrawal.

11. Encourage timely payments in commercial transactions and public procurement by:

a) fostering transparency in Business to Business (B2B) and Government to Business (G2B)
transactions to enhance the cash flow of small business suppliers, while recognising that timely
payments are often essential in the cash-flow management strategies of small companies;

b) ensuring that SMEs, which are particularly vulnerable to late payments or non-payment, are
offered clear and appropriate payment terms which are respected in practice;

c) designing, implementing and enforcing domestic laws that discourage late payments in
commercial transactions, including for cross-border trade.

12. Design public programmes for SME finance which ensure additionality, cost effectiveness and
user-friendliness by:

a) pursuing policy coherence across all levels of government and between government and non-
government bodies dealing with SME finance, based on reliable evidence;

b) defining target populations, eligibility criteria, credit risk management and fee structures in public
programmes which are easy to understand for SMEs;

c) ensuring that the administrative burden and compliance costs of new and existing policies are
proportionate to the service provided, the impact on beneficiary firms and the broader economy,
as well as to the nature and size of the targeted businesses.

13. Adopt principles of risk sharing for government-supported SME finance instruments by:

a) fostering public programmes that help catalyse and leverage the provision of private resources,
especially in risk capital markets, recognising that, under certain conditions, public schemes can
be effective in kick-starting the offer of SME financing;

b) leveraging private resources and competencies to enhance the resilience of SME financing,
particularly in the face of rapid economic and regulatory change;

c) designing policies that aim to encourage the participation of private investors and develop
appropriate risk-sharing and mitigating mechanisms with private partners to ensure proper
functioning of public measures, including the allocation of government resources to their most
efficient use, the avoidance of excessive risk-taking against the public interest (i.e. moral hazard),
and potential crowding-out effects;

d) encouraging multilateral development banks, national development banks, public funds and other
public and private institutions to promote SME financing, including sustainable finance for SMEs,
directly and indirectly, in particular when SMEs are underserved by commercial banks.

14. Monitor and evaluate public programmes to enhance SME finance by:

a) promoting regular ex ante and ex post evaluation based on clearly defined, rigorous and
measurable policy objectives and impacts, and in co-operation with financial institutions,
regulators, SME representatives and other stakeholders;

b) ensuring that evaluation findings feed back into the process of policy making, in particular when

measures fail to meet their stated objectives or are found to have undesirable impacts;



OECD/LEGAL/0493

11

using new data, depending on availability, to potentially produce more timely evaluation results,
while maintaining appropriate standards of confidentiality;

pursuing the establishment of national and international core metrics for the evaluation of SME
financing programmes in order to help improve benchmarking of the impact of these programmes
within and across countries;

encouraging regional, national and international policy dialogue and exchange of experiences on
how to monitor and evaluate public programmes to enhance SME financing.

ENCOURAGES relevant stakeholders, including financial institutions and SME associations, to

disseminate and follow this Recommendation.

Iv.

V.

INVITES the Secretary-General and Adherents to disseminate this Recommendation.
INVITES non-Adherents to take account of and adhere to this Recommendation.
INSTRUCTS the Committee on SMEs and Entrepreneurship to:

serve as a forum for exchanging information and experience with respect to the implementation
of this Recommendation through a multi-stakeholder and interdisciplinary dialogue on SME and
entrepreneurship financing;

support the efforts of Adherents to implement this Recommendation through continued analysis
of specific SME financing instruments and policies, data collection and development of indicators;
and

report to Council on the implementation, dissemination and continued relevance of this
Recommendation no later than five years following its adoption and at least every ten years
thereafter.



About the OECD

The OECD is a unique forum where governments work together to address the economic, social and
environmental challenges of globalisation. The OECD is also at the forefront of efforts to understand
and to help governments respond to new developments and concerns, such as corporate governance,
the information economy and the challenges of an ageing population. The Organisation provides a
setting where governments can compare policy experiences, seek answers to common problems,
identify good practice and work to co-ordinate domestic and international policies.

The OECD Member countries are: Australia, Austria, Belgium, Canada, Chile, Colombia, Costa Rica,
the Czech Republic, Denmark, Estonia, Finland, France, Germany, Greece, Hungary, Iceland, Ireland,
Israel, Italy, Japan, Korea, Latvia, Lithuania, Luxembourg, Mexico, the Netherlands, New Zealand,
Norway, Poland, Portugal, the Slovak Republic, Slovenia, Spain, Sweden, Switzerland, Tulrkiye, the
United Kingdom and the United States. The European Union takes part in the work of the OECD.

OECD Legal Instruments

Since the creation of the OECD in 1961, around 460 substantive legal instruments have been
developed within its framework. These include OECD Acts (i.e. the Decisions and Recommendations
adopted by the OECD Council in accordance with the OECD Convention) and other legal instruments
developed within the OECD framework (e.g. Declarations, international agreements).

All substantive OECD legal instruments, whether in force or abrogated, are listed in the online
Compendium of OECD Legal Instruments. They are presented in five categories:

o Decisions are adopted by Council and are legally binding on all Members except those which
abstain at the time of adoption. They set out specific rights and obligations and may contain
monitoring mechanisms.

o Recommendations are adopted by Council and are not legally binding. They represent a
political commitment to the principles they contain and entail an expectation that Adherents will
do their best to implement them.

o Substantive Outcome Documents are adopted by the individual listed Adherents rather than
by an OECD body, as the outcome of a ministerial, high-level or other meeting within the
framework of the Organisation. They usually set general principles or long-term goals and have
a solemn character.

o International Agreements are negotiated and concluded within the framework of the
Organisation. They are legally binding on the Parties.

o Arrangement, Understanding and Others: several other types of substantive legal
instruments have been developed within the OECD framework over time, such as the
Arrangement on Officially Supported Export Credits, the International Understanding on
Maritime Transport Principles and the Development Assistance Committee (DAC)
Recommendations.
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