EU Results Framework Indicator methodology note
	1. Name of indicator
	Number of firms with access to credit with EU support

	
	

	2. Which sector (using Result Framework heading)
	Trade and Private Sector Development

	
	

	3. Technical Definition 
	Access to credit refers to the use of a formal credit line (from a formal financial institution) by a private enterprise, as measured by the “number of small and medium enterprise (SMEs) with an outstanding loan”.
Firms are defined as: “Small and medium enterprises (SMEs)” based on the local banking context. If there is no local definition, the World Bank Group definition may be used as a guideline. World Bank Group defines a firm as an SME if it meets two of the following three requirements: (i) have less than 300 employees, (ii) have less than $15 million in assets, and (iii) have less than $15 million in annual sales. As some financial institutions are unable to report data based on any of these three criteria, loan size is also used as a proxy. In that case, a firm is considered an SME if the size of its outstanding loan from a financial institution is less than $1 million. As a further clarification, subsistence farmers/small holders (that are typically self-employed and without employees) are not included under this EU RF indicator.

	
	

	4. Rationale (including which policy priority, and how is this indicator linked to that policy priority)
	EU strategic or policy documents: 
Trade and Private Sector Policy and Development – Reference document N°10 (2010). http://capacity4dev.ec.europa.eu/topic/private-sector-trade-regional-integration 
The European Commission's Communication: Agenda for Change (2011) recognises the need to have a strong and competitive local private sector as a driver for inclusive and sustainable growth. MSMEs have a key role to play for creating jobs, providing incomes, goods and services, advancing innovation, and generating public revenues essential for economic, social and environmental welfare. Access to finance for managing cash flows, funding investments, and insuring against risk remains one of the key challenges for the development of SMEs. Appropriate financial services are therefore crucial for firm start-up and growth.


	
	

	5. Level of disaggregation
	Disaggregation includes:
- by sex (of the business owner)

Where easily available:

- sector, size, and location of the firm within a country 



	
	

	6. Data Sources (including any issues on (i) different definitions by source, and (ii) level of availability of the data)
	a) The most comprehensive global data source on firm’s use of financial services is the G20 Set of Financial Inclusion Indicators: http://www.gpfi.org/sites/default/files/G20%20Basic%20Set%20of%20Financial%20Inclusion%20Indicators.pdf. 
The indicator related to SMEs credit is “enterprises with outstanding loan or credit line from a regulated institution”, from two complementary sources of information: the “Enterprise Survey” (WB) and the “Financial Access Survey” (IMF). 
-Finance Access Survey (FAS) is published annually by the IMF and shows data from the supply side (data directly collected from the financial regulators). 
Reference Indicator: Number of loan accounts by SMEs.
-Enterprise Survey is a firm-level demand survey of a representative sample of an economy’s private sector (data directly collected from enterprises). This survey is published every 3 years. 
Reference Indicator: Percentage of firms with bank loans or line of credit.
b) EU project and programme monitoring systems: annual and final reports from implementing organisations, (governments, international organisations, non-state actors), baseline surveys, ROM mid-term reviews, and evaluations.

	
	

	7. Data calculation (including any assumptions made)
	If using FAS sources, the indicator corresponds to the “Number of loan accounts by SMEs” and it is calculated as: 
Number of loan accounts by SMEs with commercial banks / (Number of loan accounts with commercial banks - Number of loan accounts by households with commercial banks)*100.
If using Enterprise surveys sources,  the indicator can be calculated using the indicator “Percentage of firms with bank loans or line of credit” and it would be computed as: 

Total number of firms * Percentage of firms with bank loans or line of credit 


	
	

	8. Worked examples
	In country A, the EU is implementing an SME development programme with a contribution to a specialised Investment fund providing capital to national entrepreneurs through local financial institutions. The project will help the local financial services providers to develop specific financial products adapted to the needs of local enterprises. At the end of the intervention the internal monitoring system developed by the project showed that the SME local lending portfolio has increased by x thousand. This is the number that should be reported. From that increase, x % of the total enterprises receiving loans were women owned firms.
In country B, The EU is financing a project aimed at increasing SME’s demand of external finance by reducing specific access to finance constraints (lack of SME capacity to submit a suitable business plan). The intervention will contribute to increase SMEs access to finance in country B. The WB Enterprise survey conducted in country B showed an increase of x hundred in the number of firms with access to banking credit. 

	
	

	9. Is it used by another organization or in the framework of international initiatives, conventions, etc? If so, which?
	Asian Development Bank: Number of Small and medium-sized enterprise loan accounts opened or end borrowers reached (number).
World Bank: Male-female gap in the population with an account at a formal financial institution. This indicator related to access to finance for individuals and not firms. 
Inter-American Development Bank: “Micro/Small/Medium productive Enterprises financed”.

	
	

	10.Other issues
	Informal sector - The proposed indicators only capture access to finance for formal enterprises. Besides, the indicator is SME related and does not measure the use of financial services by households. For this purpose please refer to the Global Findex survey (triennial), WB. http://go.worldbank.org/TN8C86K630 
The “IFC Enterprise Finance Gap Database”, published in 2012 also contains data on access to finance for microenterprises and informal firms. 


