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1. EXECUTIVE SUMMARY 

1. Private sector-led growth is a major element of Burkina Faso’s poverty reduction strategy, la 

Stratégie de Croissance Accéléré et le Développement Durable (SCADD). In addition to the SCADD, this 

orientation is manifest in the work of public organizations like the Maison de l’Entreprise du Burkina Faso (MEBF), 

and donor-funded projects and activities. Small and Medium-sized businesses (SME) play an important role in job 

creation, poverty reduction and economic growth. The ability of SMEs to obtain financing, invest it, create jobs and 

grow needs to be encouraged.   

2. Unfortunately, many characteristics of Burkina Faso’s business environment, and of businesses 

themselves, make this a challenge. The economic reform agenda has made progress over the last decade, but many 

reforms need to be fully implemented to modernize the business environment.  The country’s deficient infrastructure 

increases costs to businesses of all sizes.  Business owners often have little formal education and no formal training. 

These and other factors increase risks, and the cost of credit. As a result, SMEs have difficulty adequately financing 

and capitalizing their businesses, underperform and cannot grow. Finally, almost all SMEs exercise their activities in 

partial or total informality. This confers a number of disadvantages creating negative externalities that impact 

economic growth.  

3. Informality would appear to have an impact on SME’s interactions with the banking sector. The 

informal sector contributes at least 20% to GDP, possesses 12% of the country’s assets, and accounts for up to 70% 

of employment among the active, urban population.
1 

SMEs express informality or formality across a range of 

characteristics: registration with state agencies that regulate commercial activities, possession of licenses and 

permits specific to their vocation, payment of income tax, payment of social security charges for employees, using 

written employment contracts and other characteristics. Degree of informality is found to be a correlating factor to a 

range of disadvantages. Enterprises that are more informal are less stable and have a greater tendency to occupy 

inappropriate facilities thus compromising safety and productivity. They have difficulty obtaining utility services, 

and are more likely to recruit staff through family and friends regardless of level of competence. Managers are likely 

to have little or no formal training in management or business matters such as accounting, marketing or operations.  

4. This financial sector policy note focuses on the market for credit and closely related financial 

services, how private banks are providing these services to SMEs, and recommendations to address problems 

they have doing so. This requires understanding the behavior of banks with respect to SME lending, particularly 

investment lending, and related financial products like leasing, guarantees, microcredit and subsidized credit funds. 

5. This policy note consists of a study and survey of commercial banks and two NBFIs (Burkina Bail 

and SOFIGIB) focusing on SME lending. The survey and accompanying interviews took place during the summer 

of 2013. Twelve private banks and five non-bank financial institutions were asked to participate in the study and 

survey. All institutions surveyed are members of the Professional Association of Banks and Financial Institutions of 

Burkina (Association Professionnelle des Banques et Établissements Financiers du Burkina – APBEF-B). Fourteen 

surveys were partially completed, including surveys from all twelve private banks. 

6. This financial sector policy note incorporates data from previous enterprise surveys. These surveys 

considered the demand for credit by SMEs.  Respondents identified obstacles to obtaining loans from banks. These 

include high interest rates and onerous guarantee requirements, but also cumbersome, difficult to understand 

procedures.  SMEs may be good businesses and run well enough to service loans, but they may have difficulty 

writing business plans, or otherwise working with banks. There are indications that financial services may not be 

sufficiently tailored to the financing needs of SMEs, and that SMEs are not sufficiently informed about the what 

services are available. Finally, many SMEs are poorly managed, financially unsound and bad credit risks. While 

                                                           

1
 Ouedraogo, Albert. « Elaboration d’une strategie de formalisation des entreprises du secteur informel et de son 

plan d’actions operationnel .» 2012. 
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some internal shortcomings can be addressed with technical assistance or business support service, some SMEs may 

not be able to effect corrective measures, and will remain unable to attract financing.  

7. The survey of banks and financial service providers undertaken specifically for this policy note found 

that there is a range of orientations and receptiveness to SME lending among respondents.  Strategies ranged 

from having 100% of their business oriented towards SME credit, to others that do not make SME lending a priority.  

Among the least SME-oriented strategies described was a bank that does not extend credit to businesses less than 

three years old and requires at least 100% cash security for all loans. Cash guarantee requirements increase up to 

150%, and they do not accept SOFIGIB guarantees. The lenders and NBFIs most receptive to SME lending 

indicated that SME lending was their primary activity and central to their mission. 

8. Banks lamented the difficulty in finding good projects to finance among those proposed by SMEs. 
Trade businesses make up most of the SME lending in which banks are engaged. The markets for most 

manufactured goods are highly price sensitive and competitive. Burkina Faso has a growing and urbanizing 

economy oriented towards consummation, yet Burkina Faso is challenged to regulate adequately imports. Banks, 

businesses and economists say that “unfair competition” is pervasive with respect to imports. These stakeholders 

assert that mass quantities of goods are smuggled into the country duty-free, and customs is ill-managed with 

confusing exoneration advantages based on product, importer or a litany of obscure regimes. In addition, the system 

for maintaining standards and inspections for imports is deficient and open to abuse. This contributes to a poorly-

regulated marketplace dominated by cheap, poor-quality imports. Such a situation places processing, transformation 

and manufacturing businesses at a disadvantage.  

9. Nevertheless, there are positive developments taking place in SME lending. The banking sector is 

becoming increasingly competitive with most banks contemplating strategies to earn more from SMEs, and refining 

their approaches to better access this market. Some banks and NBFIs have most or all of their business oriented 

towards this segment. Most indicate that SMEs are a growing part of their portfolio. The government, the industry 

and the BCEAO have an important role to play implementing policies that encourage SME lending. The former can 

improve the management and performance of public funds that lend to SMEs increasingly relying on private banks, 

or forming ventures with private banks or NBFIs to use these resources for SME lending.  The BCEAO can look for 

opportunities to decrease the cost to FIs through improvements to prudential and reporting requirements that reduce 

the cost of lending to these clients. This is not to suggest changes that these changes would be contradictory to the 

BCEAO’s stewardship of a stable banking sector, but the matter needs to be explored further. In addition, banks 

themselves can take measures to better know SMEs, better integrate their SME lending operations into technical 

assistance opportunities and increasingly partner with stakeholders in diverse efforts that lower risks, and make 

Burkina Faso’s economy more competitive. 

10. Based on the results of this study and survey, recommendations emerged. These are summarized in the 

table below. 

Policy Recommendations Description 

Increase technical 

assistance to SMEs, 

accompaniment and mutual 

understanding between 

banks and SMEs 

 Work with banks to develop a more consistent definition of SMEs. 

 Training and accompaniment of SMEs across a range of business 

disciplines: management, marketing, operations, financial literacy, 

strategic planning, etc.  

 Helping SMEs in writing business plans, preparing financial statements 

and understand banks’ credit procedures have proved effective in 

improving access to finance. 

Formalize SMEs  Develop and communicate incentives to the informal sector so that 

informal businesses increasingly view formalization as having a value. 

 Proceed with formalizations policies and strategies, and accelerate 

formalization activities. 

Improve financial 

infrastructure 
 Enhance credit information systems.  

 Fix systems for collateral registration and establishing land tenure need 
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to be improved so they serve a constructive purpose for lenders. 

Explore mechanisms to 

decrease guarantee 

requirements and 

encourage longer-term 

investment lending 

 Provide incentives for banks to contribute more capital to SOFIGIB. 

 Improve deployment of donor-funded guarantee mechanisms like 

USAID’s Development Credit Authority programs, and those of other 

organizations to access capital for guarantee providers. 

 

Modernize legal and 

regulatory frameworks 
 Continue to bring local laws and regulation into conformity with 

OHADA acts.   

 Strengthen judiciary structures including those concerned with 

enforcement to ensure the consistent application of statutes and protect 

the rights of creditors and businesses. 

 Enhance the legal rights of borrowers and lenders in collateral and 

bankruptcy laws.  

Implement reforms for 

leasing 
 Using recommendations made via World Bank projects, change 

regulations so that leasing takes less time, costs less and confers the 

typical incentives for its use. 

 Train the courts in how leasing works so that they can play their role 

efficiently. 

 Promote leasing to SMEs and other businesses who may be unaware of 

its advantages.   

Encourage FIs to develop 

products longer-term 

credit, and innovative 

products  

 Consider the feasibility of a “caisse de depot” or consignation structures 

with long-term, underlying assets.  

 Explore shared collateral schemes among groups of SMEs. 

 A public “caisse de depot” funded with assets from pension funds may 

encourage the private banks that presently hold these assets to rebalance 

their portfolios in favor of investment lending, rather than trading in 

government securities.  

 

2. PURPOSE AND STRUCTURE OF POLICY NOTE  

A. WHAT RECOMMENDATIONS CAN BE MADE TO INCREASE LENDING TO SMES? 

11. As in other Sub-Saharan African countries, SMEs represent the vast majority of firms operating in 

the private sector in Burkina Faso. Indeed, enterprises employing less than 99 workers account for about 90% of 

all firms.  A large body of economic literature has established that SMEs play a major role in economic 

development, particularly in developing countries. A number of studies have shown that formal SMEs contribute up 

to 45% of employment and up to 3% of GDP in developing economies. It is noteworthy that these numbers are 

significantly higher when taking into account the estimated contributions of SMEs operating in the informal sector. 

12. Private sector-led growth is a major element of Burkina Faso’s poverty reduction strategy, la 

Stratégie de Croissance Accéléré et le Développement Durable. This orientation is manifest in the work of public 

organizations like the Maison de l’Entreprise du Burkina Faso (MEBF), and donor-funded projects and activities. 

The ability of SMEs to obtain financing, invest, create jobs and grow needs to be encouraged.  The country’s 2010 

financial sector development strategy recommends looking closely at the market for financial services to ensure that 

there are enough providers of credit for SMEs. The strategy recommends strengthening SMEs to make them more 

profitable, improving the provision of information on SMEs to decrease risks to lenders, and removing ceilings on 

interest rates to attract financial service providers into the market.  

13. Unfortunately, many characteristics of Burkina Faso’s business environment, and of businesses 

themselves, make private sector-led growth a challenge. The economic reform agenda has made progress over 
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the last decade, but many reforms need to be fully implemented to modernize the business environment.  The 

country’s deficient infrastructure increases costs to businesses of all sizes.  Business owners often have little formal 

education, and no formal training in accounting, marketing, human resource management or technical areas. These 

and other factors increase risks and, thus, the cost of credit. Finally, almost all SMEs exercise their activities in 

partial or total informality. This confers a number of disadvantages. As a result, SMEs have difficulty adequately 

financing and capitalizing their businesses, underperform and cannot grow. 

14. This financial sector policy note focuses on the market for credit and closely related financial 

services, how private banks are providing these services to SMEs, and recommendations that address 

problems they are having. This requires understanding the behavior of banks with respect to SME lending, 

particularly investment lending and related financial products like leasing, guarantees, microcredit and subsidized 

credit funds. 

15. This policy note consists of a study and survey of commercial banks and two NBFIs (Burkina Bail 

and SOFIGIB) focusing on lending to SMEs. It focuses on the supply side of the market. The survey and 

accompanying interviews took place during the summer of 2013. Twelve private banks and five non-bank financial 

institutions were asked to participate in the study and survey. All institutions surveyed are members of the 

Professional Association of Banks and Financial Institutions of Burkina (Association Professionnelle des Banques et 

Établissements Financiers du Burkina – APBEF-B). Fourteen surveys were partially or totally completed including 

surveys from all twelve private banks. 

16. The authors developed the survey based on those used successfully elsewhere in Sub-Saharan Africa 

by the World Bank. The authors adapted their version for use in Burkina Faso by eliminating less relevant items, 

and those that were tangential to addressing the policy recommendations sought. The authors solicited input for the 

survey from the management teams of two private banks, the West African Central Bank (Banque Centrale des Etats 

de l'Afrique de l'Ouest – BCEAO), the Direction General for the Treasury and Public Accounting at the Ministry of 

Economy and Finances (Direction Générale du Trésor et de la Comptabilité Publique - DAMOF), and the APBEF-B. 

17. In addition to the survey, the writers spent a considerable time discussing SME lending with all 14 

organizations that responded to the survey.  This was needed to make sure that respondent understood intimately 

the survey elements. These interviews provided insight that tells as detailed a story about SME credit as the data 

received from the survey. While few survey participants provided responses to all of the survey’s 60 questions, their 

qualitative responses together with the survey create a body of research greater than the sum of its parts. 

18. The study references two additional surveys focused on SMEs: 1) the 2009 World Bank Enterprise 

Survey, and 2) the 2012 survey of SMEs commissioned by the Ministry of Industry, Trade and Artisans. While these 

surveys cover a range of issues effecting Burkina Faso`s businesses, they contain information concerning firms’ 

access to finance, obstacles to obtaining financing and other insights.  The 2012 survey interviewed 377 SMEs, 261 

that were based in Ouagadougou and 116 based in Bobo-Dioulasso, Burkina Faso’s second largest city.  

B. THE STRUCTURE OF THE STUDY:  

19. Purpose and Structure: This section explains why the study was undertaken, its audience and anticipated 

use. The study consists of observations and analysis of survey data to provide input to policies for encouraging 

lending to SMEs and increasing the provision of other financial services.  

a. Macroeconomic Context and the Banking Sector: This section provides a description of the 

situation in which Burkina Faso finds itself. It describes the country’s macroeconomic situation, 

business and regulatory environment and other background information for understanding SME 

lending, and the behavior of banks and non-bank financial institutions.  

b. Demand for SME Finance: Recent studies have focused on the demand for credit by SMEs. Both 

surveys that were consulted demonstrated consistency in findings between 2009 and 2012.  
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c. Supply of SME Finance: The results of the survey are organized around the keys issues facing 

the provision of credit to SMEs. The survey was derived from surveys successfully administered 

in other Sub-Saharan countries with similar contexts for SME development such as Nigeria and 

Rwanda, and adapted to Burkina Faso. The final version of the survey consists of sixty items, 

several having multiple elements. It is included in the appendices.  

d. Enabling Environment for Financing SMEs: This section discusses salient characteristics of the 

business, legal and regulatory environment that effect SME finance. The section focuses on 

financial infrastructure, credit registries and laws effecting creditors’ rights.  

e. Recommendations:  

f. Conclusions 

3. MACROECONOMIC CONTEXT AND THE BANKING SECTOR 

A. MACROECONOMIC CONTEXT 

20. Mining and cotton are the major drivers of Burkina Faso’s economy. Over the last two years, average 

mining exports have risen to US$1 billion, and now represent more than ten times the value of cotton exports. Eight 

gold mines are currently in operation, and output has tripled in the last five years. The cotton sector, accounting for 

more than 2 million jobs, rebounded in 2012 producing more than 500,000 tons in 2012, up from 340,000 tons in 

2011. However, manufacturing, which represents only 12 % of GDP, is suffering due to high transport and electricity 

costs, and insufficient financing. 

21. Burkina Faso’s economy rebounded in 2012 achieving real GDP growth of 8%. A resurgence of 

agriculture due to favorable weather conditions and cotton sector reforms, as well as strong performance of the 

mining sector, resulted in strong growth. Burkina had an average real economic growth rate of more than 5% 

between 1995 and 2010 and GNI per capita has risen from US$360 in 2005 to US$570 in 2011 (in Atlas terms). 

Table I: 

Key Macroeconomic indicators 2010 2011 2012 

GDP (FCFA billions) 4,368 4,807 5,421 

GDP at constant prices (% change) 7.9 4.2 8 

Consumer price inflation (% change, period average) -0.3 2.7 3.6 

Credit to the Economy (% GDP) 8.9 13.6 10.7 

Exports (% change, volume) 8.8 15.4 16.9 

Cotton exports (% change, real) -20.2 -16.7 35.2 

Gold exports (% change, real) 52.5 39.4 0.7 

Current account balance (% GDP, excluding transfers) -7.5 -8.2 -8.3 

Net foreign reserves (months of imports covered) 6.4 7.2 7.9 
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Source: Burkinabè Authorities and IMF staff estimates 

22. Burkina Faso’s limited export earnings are due in large part to its failure to develop non-cotton 

sectors. While diversification is not a new concept in Burkina Faso, until recently, it had been approached narrowly 

from an agricultural production perspective with limited focus on backward and forward linkages, e.g. inputs and 

products market access, as well as processing and export promotion. Initiatives have been fragmented and, lately, 

sidelined by the focus on resurrecting the cotton sector in the wake of the cotton crises. As a result, the country has 

achieved little progress in diversifying its economy. 

B. BURKINA FASO’S BANKING SECTOR 

23. The banking sector has expanded significantly in the last six years with the number of banks 

increasing from 8 in 2005 to 12 in 2011, with banks’ balance sheets growing by 130% during the period. Three 

banks hold almost 50% of the total banking system’s assets, and private sector deposits quadrupled.  In 2011, private 

credit to GDP was slightly above the regional median of 18.3, and stood at 20.1%. Bank profitability was above 

average and was illustrated by a returns-on-assets (ROA) which reached 2.0%, higher than the regional median of 

1.9%, and a return on equity (ROE) of 27.2% compared to the regional median of 17.6% (FinStat 2013).  

24. Burkina’s financial sector is dominated by a few banks which follow sound prudential norms. The 

sector is compliant with Basel Core Principles. Regulatory and supervisory policies and financial infrastructure 

are generally satisfactory, as they are essentially determined by the regional and independent bodies. At end-June 

2012, the majority of banks met the new regional minimum capital requirement of FCFA 5 billion. Compliance with 

the regional prudential ratios is generally good.  In June 2011, capital adequacy ratio (CAR) stood at 10.2 %, higher 

than the 8 % norm. Small banks appeared to be better capitalized (42.7 %), compared to large and medium sized 

banks. As of June 2011, nonperforming loans to gross loans ratio was at 8.2 % for the total banking system. 

Medium-sized banks had a small increase in nonperforming loans (10.7 %), compared to the rest.  

25. Domestic credit to the private sector has increased from 16.5 % of GDP in 2005 to 19.8 % in 2011, 

and 20.9% in 2012.  The four largest banks hold 65 % of total banking assets. 10 out of 12 banks meet the WAEMU 

CAR of 8 %, with an average CAR of 12.6 % for the banking system as a whole. The two banks under the desired 

threshold are small, representing 5 % of total banking system assets. 

26. The financing of cotton production and commercial activities accounts for the largest share of credit 

to the economy. Banks mobilize nearly 70 % of all financial assets, and the relative weight of the other institutions 

(insurance, financial, and microfinance) is small, with a relatively large share of the financial assets held by the 

Social Security Funds (CNSS, CARFO and CNE) or in the postal network (SONAPOST). Microfinance mobilizes a 

large share of all assets and manages as many accounts as the banks. It is shared between the Réseau des Caisses 

Populaires du Burkina (RCPB) (56 % of microcredit) and a large number of small MFIs. 

27. Although some improvement has been noticed, the supply of financial services is still limited and 

geographically concentrated. The percentage of adults having an account in a formal financial institution rose from 

6% in 2010 (compared with nearly 4 % for the WAEMU countries), to 13.4 % in December 2011 and an additional 

10% have access to an account in a MFI, or with the postal financial services managed by SONAPOST. Only 3.1% 

of adults (15 years and plus) had a loan from a financial institution in 2011. Although the number of bank branches 

per capita is close to the WAEMU average, most of them are located in the urban areas. The rural and agricultural 

sectors (about 80 % of the population) often have access only to microfinance institutions, which manage as many 

accounts as the banks, although they have fewer assets. 

Real exchange rate evolution (% change, - = depreciation) 2.6 -8.4 -5.3 
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28. Banks in Burkina Faso are profitable. Table II provides a comparison of Burkina Faso’s banking sector 

to that of France. As a sector, Burkina Faso’s banks are more profitable those in France despite a higher level of non-

performing loans. The sector’s level of provisioning is comparable. Burkina Faso’s banking sector exhibits a higher 

average cost of deposits, but substantially higher margins.  

Table II: 2011 Banking Statistics 

 
2011 

 
France (billion euro) Burkina Faso (billion FCFA) 

Net Banking Revenue 107.5 113.3 

Operating Result 22.7 43.4 

Operating Ratio 65.5% 61.5% 

Net Income 10.8 35.9 

      

Non-performing Loans 4.5% 12.7% 

Provisioning 82% 74% 

      

Average Cost of Deposits 1.62% 5.6% 

Average Lending Rate 3.59% 9.4% 

Source: Banque de France et BCEAO 
 
  

29. In examining simplified balance sheets for the Burkinabe and French banking sectors, major 

differences emerge. On a percentage basis, Burkina Faso’s banking sector possesses excessive liquidity. Banks 

invest heavily in and profit from holding domestic and regional government debt.  

Table III: 

 

30. Contractual savings institutions, especially pension schemes, are typically the main source of long-

term funds in Africa today. As of 2011, the three pension funds had approximately 330 billion FCFA in deposits in 

private banks. The pension system represented only 9.1 % of the total financial sector assets.  

A Simplified Balance Sheet…

Assets Liabilities Assets Liabilities

Short-term and Interbank Borrowing 1,957 1,823 297 277

Retail Banking Operations 2,434 2,140 1,038 1,377

Investments in Securities and Other Ops. 3,467 3,756 437 75

Fixed Assets/Net Equity 491 630 148 191

TOTAL 8,349 8,349 1,920 1,920

Source: Banque de France

Burkina Faso (billion FCFA)France (billion euro)

2011
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4. DEMAND FOR SME FINANCE: SME BEHAVIOR 

31. A recent law granting fiscal advantages to SMEs provides one definition of the term. Under the law, 

SMEs are defined as any physical or moral person offering goods and/or services registered in the commercial 

register or any other register, totally autonomous, of which the number of employees is not more than 200 

permanent employees, and of which total annual revenues are less than or equal to one (1) billion FCFA for 

commercial trading and five hundred million (500,000,000) FCFA for service businesses having a level of 

investment below two hundred and fifty million (250,000,000) FCFA with current bookkeeping. 
2
 

32. Creating an environment for SMEs to prosper is a preoccupation of the government. Strategies, public 

initiatives and donor-funded activities such as the World Bank’s flagship economic reform project, the Enterprise 

Development and Competitiveness Project (Projet d’Appui à la Compétitivité et au Développement de l’Entreprise - 

PACDEII), have focused on improving the business environment and strengthening public institutions that play a 

role in private sector competitiveness. Burkina Faso has shown active interest in improving its rankings in the World 

Bank’s Doing Business Indicators. The Policy for Industry, Commerce and Artisans (Politique Sectorielle de 

l’Industrie, du Commerce et de l’Artisanat -  POSICA) adopted in 2012 is consistent with this ambition. POSICA 

endorses the hypothesis that SMEs are the basis for development and diversification of Burkina Faso’s economy. 

The policy’s objective is to encourage diversification of the economy and job creation through private sector-led 

growth. The policy aims to 1) develop a critical mass of processing businesses that use local inputs and modern 

methods of production, 2) promote exports, 3) develop artisan industries, and 4) improve the business environment. 

Increasing SME access to finance is needed to make these things happen. 

33. Despite having a central role in the country’s economic development, SMEs continue to 

underperform for several reasons. Informality has an impact on SME’s ability to obtain financing. Composed of 

micro, small and medium-sized businesses, the informal sector contributes at least 20% to the country’s GDP, 

possesses 12% of the country’s assets, and accounts for up to 70% of employment among the active, urban 

population.
3 

The vast majority of SMEs are considered to exist in the informal sector. SMEs express informality or 

formality across a range of characteristics: registration with state agencies that regulate commercial activities, 

possession of licenses and permits specific to their vocation, payment of income tax, payment of social security 

charges for employees, using written employment contracts and others. Degree of informality is found to be 

correlated with a range of disadvantages. Enterprises that are more informal enterprises are less stable, and have a 

greater tendency to occupy inappropriate facilities thus compromising safety and productivity. They have difficulty 

obtaining utility services, and typically recruit staff through family and friends regardless of their level of 

competence. Managers are likely to have little or no formal training in management or business matters such as 

accounting, marketing, operations or financial planning.  

34. While SMEs may view informality as a necessary evil in order to avoid taxes and harassment from 

authorities, their informality is an obstacle to creating value and their own growth. Many SMEs do not keep 

regular accounts of the sort that could be used as a basis for credit applications. A 2012 study found that the main 

sources of financing for SMEs were savings, gifts from friends and family and inheritance, rather than from the 

banking sector.
4
 SMEs are typically undercapitalized and unable to accumulate sufficient capital. The result is low 

productivity, inability to plan and grow, and a short-term orientation.  

35. Most SMEs do not access the banking sector despite 85 % among them reporting a need for funding. 
An indication of the limited loans extended to SMEs is the rate of loans not reported to the credit registry due to the 

                                                           

2
 Translation is the authors’.  

3
 Ouedraogo, Albert. « Elaboration d’une strategie de formalisation des entreprises du secteur informel et de son 

plan d’actions operationnel » 2012. 

4
 Ouedraogo, Albert. « Elaboration d’une strategie de formalisation des entreprises du secteur informel et de son 

plan d’actions operationnel .» 2012.  
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size of these loans being below the reporting threshold. Only 30% of all loans are reported compared with 80% in 

Senegal. This is possibly a consequence of the following factors: 1) SMEs are financially opaque and often lack the 

management skills to develop credible investment plans or respond to the informational requirements of banks, 2) 

SMEs are undercapitalized and lack adequate collateral while lending institutions tend to request high levels of 

collateral (on average 175% of the loan value as compared to 155% in other Sub-Saharan countries), and 3) SMEs 

are often informal or family owned, and are reluctant to sell shares to expand their capital.  

36. A 2013 World Bank study that explored SMEs’ experiences supplying Burkina Faso’s mining 

industry found that the requirements of SMEs, which are too large for microfinance organizations, are also 

rejected by banks, which refuse to modify collateral terms.  Typically, these terms are developed for large 

companies. This gap in financing for sums between $2,000 and $100,000 is beginning to be filled by “mesofinance” 

programs, such as a recent program financed by the Agence Française du Développement and implemented by the 

MEBF. In particular, this program is strengthening the entrepreneurial capacities of small businesses so they can 

approach banks and other sources of financing. The program is complemented by support from financial service 

providers themselves so that they can better understand and promote mesofinance within their own institutions.
5
   

37. According to the World Bank’s 2009 Enterprise Survey, 75% of firms surveyed in Burkina identified 

access to finance as a major constraint, one of the highest percentages among West African countries. The 

average for all of Sub-Saharan Africa was 44.9%. Findings from the World Bank enterprise survey indicate that 

Burkinabe firms face serious credit rationing with 85% of firms having expressed needs for financing but only 28% 

reporting having a loan or credit line.  

 

Figure I: Enterprises and Financing Constraints: SSA Comparisons (%) 

 

 

Enterprise Surveys, World Bank. * Mali survey from 2010; ** Rwanda survey from 2011. 

38. The 2012 survey canvassed SMEs in Ouagadougou and Bobo Dioulasso. The survey obtained responses 

from 377 SMEs. The sectorial breakdown of the respondents is found in Figure II. Discussions of SMEs tend to be 

monolithic. That is to say there is a tendency to ignore sectoral, geographical, and scale differences, as well as levels 

of formalizations. These and other characteristics should be increasingly analyzed when considering strategies for 

SME development.  

Figure II: 

                                                           

5
 The World Bank. “Local Economic Development in Burkina Faso’s North/Sahel Mining Communities.”2013. 
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39. The survey responses indicated that 60.6% of SME’s had sought financing from a bank or other 

financial institution while 39.4% had not. Respondents indicated where they sought financing per Figure III. 

Figure III 
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40. Those SMEs that did not approach financial institutions indicated their reasons for not doing so per the 

reasons given in Figure IV.  

Figure IV: 
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41. The information indicates that SMEs surveyed were almost as likely to not approach a financial 

institution due to cost as from their lack of understanding of the procedures. It indicates that, taken as a group, 

respondents found complicated procedures for working with banks more significant obstacles to obtaining credit 

than high interest rates or onerous guarantee requirements. Complicated procedures, management lacking 

experience, not knowing how to write a business plan, or simply not knowing what kind of financial services are 

being offered are easy to remedy. Technical assistance provided to SMEs through organizations like the Maison de 

l’Entreprise de Burkina Faso (MEBF), or by the banks themselves can address these issues. In addition, increased 

and improved marketing of financial services can reach potential borrowers presently unaware of what financial 

services banks offer. 

42. SMEs approach banks and other financial services providers for short, medium and long-term 

credit. Survey results indicated that the SMEs which approached banks for one or more loans were most interested 

in short-term credit. Figure V indicates the responses. By grouping the survey results by the typical understanding of 

duration for financing, 39.9% of SMEs responded that they sought some form of short-term credit from banks. 

These were credits to cover expenses typically associated with working capital. 33.47% of SMEs approached banks 

for credit considered medium-term. This includes export credits, or to finance expenditures with an anticipated 

payback period longer than two years. Such expenditures may include cost to build warehouses or other kinds of 

construction, raw material purchases, or equipment. Finally, 26.62% were indicated to be for various forms of long-

term investment such mortgages, equipment purchases and personal loans.  

Figure V: 
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43. The reasons for rejecting credit applications were reported by SMEs in Table VI. The difficulty of 

providing sufficient guarantees is indicated as the most significant reason, but a number of managerial shortcomings 

are also indicated. It is important to note that the latter are indicated as reasons why SMEs do not approach banks, 

and also a significant factor in SMEs’ failure to obtain credit. Furthermore, 17.95% indicated that their requests did 

not meet the bank’s criteria.  This may be tied to one or more of the following shortcomings: 1) SMEs possess 

deficient financial literacy to understand which financial services are appropriate and apply for those that are not, 2) 

SMEs inadequately express their needs, appropriate or not, to banks, or 3) banks’ offerings do not correspond to the 

needs of potential clients.   

Figure VI: 
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44. Several issues can be identified from the survey data and other observations. These include elements 

of cost such as high interest rates and onerous guarantee requirements, but also cumbersome, difficult to understand 

procedures.  SMEs may be good businesses and run well enough to support loans, but they may have difficulty 

writing business plans, or otherwise working with banks. There are indications that financial services may not be 

sufficiently tailored to the financing needs of SMEs, and that SMEs are not sufficiently informed about the what 

services are available. Finally, many SMEs are poorly managed, financial unsound and are bad credit risks. While 

some internal shortcomings can be addressed with technical assistance or business support service, some SMEs may 

not be able to effect corrective measures, and will remain unable to attract financing. 

45. The SME survey permitted SMEs to express their views and experiences with respect to SME 

lending, but there are two (or more) sides to the story. The next section discusses survey results and feedback 

from banks and other financial institutions. The observations of both borrowers and lenders lead the 

recommendations of this policy note.  

5. SUPPLY OF SME FINANCE: BANK’S BEHAVIOR 

A. THE EXTENT OF BANKS’ INVOLVEMENT WITH SMES 

46. This policy note tests a number of negative assumptions about bank lending to SMEs.  Anecdotal 

feedback suggests that the banking sector is not dynamic or is uninterested in the SME market.  Other assumptions 

include: 1) Financial institutions lack expertise in the financing of SMEs. 2) Most financial institutions do not 

adequately segment SME markets. 3) Many banks deem it sufficient to use traditional lending methods to serve 

SMEs, using the requests for financial statements and property titles that SMEs rarely possess as guarantees. Critics 

say that banks are focused on certain market segments, like trade financing for large businesses and retail loans, and 

are less interested in products tailored to the needs of SMEs. In addition, alternative lending products such as 
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leasing, factoring or warehouse receipts systems are offered by financial institutions, but are still developing, and not 

widely used.  

47. The survey of banks performed for this policy note aimed to test these assumptions.  It focuses on 

better understanding four key elements of the issue: 1) the extent of banks’ involvement with SMEs, 2) determinants 

of banks’ engagement with SMEs, 3) banks’ business models (including products and credit risk management), and 

4) banks’ perception of obstacles (credit environment, regulations and other issues) to SME lending. In total, 14 out 

of 17 financial institutions (of which 12 commercial banks and 2 non-bank institutions) surveyed provided detailed 

responses.
6
 The researchers performed the survey in two steps: 1) discussions with banks to clarify the items in the 

survey; and 2) interviews with banks on the issue of SME lending.  

48. The quantitative data obtained through the survey possesses some inadequacies. First, the statistical 

monitoring systems of some banks were not designed to monitor all of the elements requested in the survey, and 

second, some banks were not willing to and/or did not provide responses to all elements of the survey.  

Consequently, the analysis of the survey results takes into account these shortcomings by indicating the number of 

respondents giving a particular response out of the total number of respondents for that element. Nevertheless, the 

survey helped to draw conclusions, and make robust recommendations. 

49. All 14 financial institutions surveyed reported having SMEs among their clients with almost half of 

those respondents using an explicit definition of what constitutes an SME. Definitions of SME vary from one 

bank to another. Only banks with an explicit definition of SME possess a specific unit or department managing the 

bank’s relationship with SMEs.  

50. While a recent law provides a widely-used definition of SMEs based on number of employees, total 

annual revenues and the level of investment of capital (section 4, §20), banks do not generally use these 

measures, and tend to base their definition on SME turnover. Most banks surveyed indicated that it is 

inappropriate to define SMEs according to number of employees and/or loan size because an enterprise with 2 

employees could have a billion FCFA turnovers and obtain a 500 million FCFA loan. For this reason, banks prefer to 

define SMEs according to turnover only. 6 out of 14 financial institutions reported defining SMEs only according to 

annual turnover. Two other banks defined SMEs by both turnover and number of employees, and one bank defines 

SMEs by turnover, number of employees and loan size. Banks which define SMEs according to turnover consider 

the median maximum turnover thresholds as follows: 30 million FCFA for microenterprises, 350 million FCFA for 

small enterprises, and 3 billion FCFA for medium enterprises. We note, however, the large discrepancies among 

banks for first and third quartiles.  

Table IV: Definition of SME according to the turnover 

Maximum turnover 

threshold- FCAF million Median 

First 

Quartile 

Third 

Quartile 

Number of Banks 

Responding 

Out  of__ 

Respondents 

Micro 30 25 200 8 14 

Small 350 150 1750 8 14 

Medium 3000 1000 5000 8 14 

Source: Survey Results 

In addition, the results show that only those banks that have an explicit definition of what constitutes a SME (8 of 

the 14 respondents) possess a separate unit or department managing the bank’s relationships with SMEs. Banks 

indicate that the average number of years of professional experience of employees working in SMEs lending units or 

departments is 5.75 year (8 respondents) with a range of 4-7 years.  

                                                           

6
 The list of bank and non-bank institutions surveyed is in the appendices. 
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51. Differences in how banks define SMEs, or not having an explicit definition can have consequences. 

Regulatory bodies need to collect data on SME lending to play a more effective role in SME access to finance, and 

also to limit moral hazards associated with SME lending by providing banks with pertinent information on SME 

behavior. In addition, banks that lack an explicit definition for SMEs may not view SMEs as a specific niche, and, 

consequently, be less effective at targeting them. Thus, it is recommended that banks define precisely what a SME 

is, or at least align with the government’s definition of SMEs.  

52. SMEs constitute an important share of lending in Burkina Faso. This share of SME lending is 

compared to that of other countries in Sub-Saharan Africa in Figure XII. The survey results found that SMEs 

account for 14% of bank lending in Burkina Faso (8 of 14 respondents reporting) while this ratio is approximately 

5% in Nigeria, 8% in South Africa, 17% in Rwanda, and 16% in developing countries overall.
7
 This ratio sheds light 

on the level of banks’ involvement with SMEs in these countries, even though banks in these countries may define 

SMEs differently. Burkinabe banks explained the importance of SME lending as based on two factors. First, SMEs 

are the most numerous actors in the private sector making it logical for banks, for the sake of their own performance, 

to try to profit from SMEs, and second, many banks reported that they make higher profits dealing with SMEs than 

with large companies because they charge SMEs higher interest rates. In fact, competition among banks for large 

clients is severe while lending to SMEs is a growing segment of the market for financial services. Despite this, 

banks described a litany of obstacles to taking advantage of this opportunity.  

Figure VII: SME Share of Lending 

 

53. In Burkina Faso, the market for SME finance is a large, diverse and not concentrated. 9 out of 14 

survey respondents reported that the market for SME loans is atomized with 12 out of 14 banks expressing the 

opinion that the prospects for bank lending to SMEs are good. Survey respondents indicated that the main players in 

SME financing are respectively: 1) niche banks (microfinance banks, region-specific, sector-specific) reported by 12 

out of 14 respondents, 2) large banks indicated by 11 out of 14, 3) non-financial institutions (the network of popular 

savings and loan banks, micro finance institutions, etc.) at 7 out of 14, and 4) small banks indicated by 4 out of 14 

respondents as the main players in SME lending.  

54. In 2008, important changes occurred in the market that increased competition among banks. Most 

banks interviewed indicated that the arrival of Coris Bank International in the banking sector in 2008 increased 

significantly competition for SME clients. Furthermore, 8 out of 9 respondents reported that significant changes in 

the market for bank lending to SMEs in terms of competition, consolidation, and market entry occurred during the 

last five years. Several banks also referred to the government’s increased interest in strengthening SMEs through its 

creation of national funds, programs of the MEBF, SOFIGIB, etc. for financing and training.  

                                                           

7
 World Bank Rwanda Survey on SME financing, 2012. 



 

 22 

 

55. SMEs contribute proportionately more to banks’ net income than their share of banks’ loan 

portfolios, though the quality of banks’ SME loans appears lower than that of loans to large enterprises. In 

2010, the share of SME lending was 9% of banks’ portfolios, yet these loans contributed to 37% of net income. In 

2012, the share of SMEs lending was 14% while the contribution to net income was 29%. This phenomenon has also 

been observed in Nigeria where SMEs loans made up 5% of total loans, but the average contribution of SME loans 

to banks’ net income was 11% for the end December 2012 (Berg and al. 2012).  

56. Despite the fact that these results should be construed cautiously, this evidence shows the vital role 

SMEs play in banks’ activities. In 2012, the average maturity for SME loans was 23 months, while 20 months for 

large enterprises. The average annual interest rate was 11% with a range of 8 to 14% for loans to SMEs, and 9% 

with a range of 5 to 12% for loans to large enterprises. For non-performing loans, 57% were made to SMEs and 15% 

were made to large enterprises in 2010, and 64% and 25% respectively in 2012.  

57. Banks’ SME-related revenues come mainly from credit lending, rather than from deposit and 

account management or other fee-based services. Figure VII shows the breakdown of revenues generated from 

SME loans in Burkina Faso compared to other Sub-Saharan countries. In Burkina Faso, 78% of banks’ SME-related 

revenues come from credit products, and 8% come from deposit and account management. In contrast, 27% of 

SME-related revenues come from credit products and 50% from deposit and account management in South Africa. 

Banks explained their bias towards credit-based revenues by: 1) low levels of the use of financial services like 

account management; and 2) the underdeveloped use of international trade-related transactions which limits 

revenues from transaction and fee based services. In addition, banks interviewed reported that SMEs are reluctant to 

truthfully indicate their financial status because they fear that banks will share their financial situation with tax 

authorities. Consequently, SMEs provide banks with understated financial statements, and manage significant 

resources outside the banking system. The former indicates shortcomings in how banks are perceived by SMEs, and 

the later indicates an opportunity for banks.  

Figure VIII: Sources of SMEs-related revenues 

 

58. Banks indicated that working capital loans represented approximately twice as much of their SME 

lending portfolios as loans for investment purposes. In 2012, working capital loans to SMEs accounted for 58% 

of loan portfolios, while the share of investment loans was 32%. In addition, Figure IX shows that 6 out of 12 

respondents reported that the top five products banks offer SMEs are respectively: 1) loans for working capital, 2) 

loans for investment, 3) credit lines, 4) trade financing and, 5) unsecured overdrafts. Other lending products as asset-

based loans and property loans, business credit cards, factoring and lease-back arrangements are less prevalent.  

Figure IX: Lending Products Offered to SMEs 
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B. BANKS’ LENDING STRATEGIES AND BUSINESS MODELS 

59. The survey results help us understand how banks market financial services to SMEs, how they 

operate and how they manage risk. Banks’ strategies ranged from having 100% of their business oriented towards 

providing SME credit, to others that do not make SME lending a priority.  Among the least SME-oriented strategies 

described was one bank that does not extend credit to businesses less than three years old and requires 100% or 

greater cash security for all loans. This bank also does not accept guarantees from the SOFIGIB, the service provider 

owned by the banking industry. The banks did not provide reason for its decision to not honor SOFIGIB partial 

guarantees. 

60. As a whole, survey participants indicated a willingness to lend to SMEs, but are driven 

overwhelmingly by profits and managing the risks of SME lending. There is diversity in approaches, strategy 

and methods to access profitably the SME market. Investment products, particularly those of longer term are in short 

supply, and the provision of working capital was the focus of almost all survey participants.  Nevertheless, creativity 

was noted among some institutions with some sectors like leasing and guarantees attracting increasing interest 

among customers and suppliers.   

61. The factors that drive banks’ involvement with SMEs are shown in more detail in Figure X. Banks 

were asked to judge which factors as more or less significant to their SME lending strategy. 7 of 13 respondents 

reported that contributing to the economic development of the country, profitability in the SME segment, supply 

chain links of client SMEs and the availability of donor credit lines are significant drivers for the bank’s SME 

lending. More than 4 of those respondents identified these factors as “very significant.” Banks provided anecdotal 

feedback on these elements. Because SMEs play a pivotal role in the country’s economic development, banks 

expressed a feeling of responsibility for financing them. Yet, as private businesses, banks reported that their first 

priority is to finance profitable projects and create shareholder value. Banks ascribed importance to the availability 

of donor credit lines because they reduce costs, decrease collateral requirements, and/or reduce the interest rates 

banks need to charge. Banks also like to finance SMEs that do business with larger, more stable companies as these 

SMEs are viewed as less of a risk of default. Banks also view these SMEs as likely to possess better managerial 

skills, better quality collateral and are more likely to comply with banks’ conditions. Consciously fostering linkages 

between SMEs and larger businesses is a recommendation of this study.  

Figure X: Drivers of Banks’ Involvement with SMEs 
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62. Intense competition for and excessive exposure to large enterprises influenced some banks, but not 

others.  5 out of 13 respondents indicated that these were not significant factors in provoking banks to finance 

SMEs. While banks explained that intense competition for and/or exposure to large enterprises makes for lower 

returns and entices them to finance SMEs, most banks did not feel it was “very significant.” 

63. Most banks reported that SMEs lending is less profitable, more risky and more costly than lending to 

large enterprises, but there was no consensus on these points. Nearly 4 out of 10 banks thought SME lending 

was more profitable than lending to large enterprises and 1 out of 5 banks thought SMEs lending was equally or less 

costly than lending to large enterprises. While most banks may agree that the risks and costs are higher, many feel 

that they are adequately compensated for these conditions. 

Figure XI: Assessment of the Risk, Profitability and Cost of SME Loans Relative to Loans to Large 

Enterprise  

 

Source: Survey results  
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64. The most important criteria used by banks to target SMEs are credit quality, company size, expected 

profitability, loan size and sector. Others criteria such as having a previous and/or longstanding banking 

relationship, geographic area of the firm and the kind of financial services needed also play an important role in 

targeting SMEs. However, 13 and 10 out of 14 respondents respectively reported that their marketing strategy is not 

based on a specific sector or geographic area. Banks also indicated that having a previous and/or longstanding 

banking relation and the geographic area of the SME are also important. The former is important because it 

establishes a level on confidence in the potential client, some proxy for credit rating, while later provides an 

indication of the cost in monitoring the potential client.  Proximity of the prospective client to creditors’ offices is a 

factor to which banks are sensitive. Information about creditors is important to lenders which is why providing it via 

credit bureaus and reporting agencies that function properly figures prominently in the recommendations of this 

policy note. 

Figure XII: Specific Criteria Used by Banks to Target SMEs 

 

Source : Survey results 

65. Banks indicated which services they provide to SMEs. They also indicated the most prevalent channels 

for delivering them. All banks offer checking accounts and time deposits to SMEs. Half offer saving accounts. In 

addition, 9 out of 14 respondents indicated that they offer some services free to SME clients, primarily payments 

services and minimal business skills training. In addition, most banks offer the following transaction and fees-based 

services to SMEs: foreign exchange (11 out of 12 respondents), payroll and pensions/retirement payments (9), cash 

management and other payment services (6), and business and technical training and coaching (1). Non-lending 

services are listed in Table V. As of December 2012, 12 out of 12 banks charged fees expressed as a percentage of 

the loan amount. In addition, almost 6 out of 12 banks surveyed indicated charging flat fees on loans to SMEs and 

large enterprises. 8 out of the 12 banks made some change in product offerings from 2010 to 2012 with 9 of those 

making changes indicating that the changes resulted in new products for SMEs.  

Table V: SME Loan Products and Distribution Channels 

When asked to identify 

top three loans products 

and…  

…their most 

important 

distribution channels 

Credit Lines Branches 

Overdrafts ATMs 

Advances to Fund Orders Phone Banking 

Depreciable Credit Internet Banking 

Trade Financing  Points of sale 
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Table VI: Non-lending Products Ranked from the Most to Least Profitable 

Non-lending Services 

Credit cards 

Letter of Credit 

Escrow Service 

Certificate of Financial Capacity 

Checking Accounts 

Guarantees  

Savings Accounts 

Currency Exchange 

Means of Payment (including business card) 

Electronic Banking 

Overdrafts 

Time Deposits 

Cashier Services 

 

66. Figure XIII shows banks’ loans to businesses disaggregated by business size. The data shows the 

degree to which credit to businesses defined as SMEs, small or medium-sized businesses is predominantly short and 

medium-term. The relatively larger amount of credit that has a maturity of over 5 years given to large businesses is 

show in the table. 

Figure XIII: Loan Maturity Breakdown by Size of Client, December 2012 

 

Leasing    Self-service 

(automated banking) 

Spot Credit Agents (post office, 

retail outlets, other 

non-bank entities) 

Cash Facility Mobile Branches 

Factoring    
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Source : Survey results. 

67. The survey and interviews can help us draw conclusions about how bank operations are organized. 
Loan approvals, non-performing loan recovery and risk management are centralized at headquarters and/or regional 

head offices (8 of 14 respondents) while loan assessments and sale of non-lending products occur at head offices, 

regional offices and/or branches (8 of 11 respondents). 10 out of 14 respondents separate their risk management 

function from sales with half of the respondents indicating that they do not set limits for the approval of SME loans.  

13 out of 14 respondents are conscious to keep a close relationship with SME clients to monitor loans. This is 

achieved through post-approval site visits, continuous interaction with clients, and frequent reporting requirements. 

9 out of 14 respondents use scoring models to approve loans to SMEs, but scoring is only one input to making the 

loan decision, and 8 of 14 of those using scoring models use variables collected primarily from internal sources.  

68.  All bank surveyed indicated that they rely on qualitative and quantitative assessment to analyze 

credit applications.  Qualitative analysis includes using SWOT analysis techniques to assess market size and 

business potential, and the character of the business owner. For quantitative analysis, 13 out of 14 respondents make 

projections. 11 out of 14 project sector trends and 9 out of 14 consider the net worth of the SME owners themselves. 

A lack of financial statements and formal accounting among SMEs is responsible for banks using other means to 

determine lending potential.  Most banks indicated that the majority of their SME lending is credit for working 

capital.  Working capital loans for SME clients engaged in commerce are evaluated by considering market 

conditions for what the client is selling, transaction volumes as evidenced by bank statements, and client credit 

history. 

69. In addition, banks were asked to rank from 1 to 8, with 1 being the most important, the factors 

contributing to making loans to different sizes of businesses. The results are shown in Figure XIV.  Results 

indicate that for small enterprises, the quality of the owner followed by the quality of collateral are the most 

important factors in the lending decision. For medium-sized enterprises, a firm’s credit history with the bank 

followed by use of the central credit registry, commercial inquiries and also a financial assessment of the business 

are the most important factors.  For large businesses, the firm’s credit history, the quality of management and 

collateral are the most important factors. 

Figure XIV: Ranking of Importance of Factors in Loan Decision According Size of Enterprise 

 

Source : Survey results 

70. Concerning collateral requirements, more than 6 out of 11 respondents indicated that they accept 

movable collateral (excluding guarantees), and that interest rates for SMEs are lower if a loan is secured by 
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collateral. 10 banks reported that for a hypothetical loan, the ratio of loan to collateral value averaged 107.5 for 

SMEs, 106.25 for small enterprises, 111.25 for medium enterprises and 85.83 for large enterprises.
8
 Banks justify 

higher collateral requirements for SMEs than for large enterprises because SMEs are harder to evaluate, lack 

adequate financial information, are informal and tend to possess less competent management. Figure XV shows that 

for small enterprises the 14 financial institutions valued cash and other liquid assets the most as collateral, in part 

because small enterprises are less likely possess or pledge real estate. Banks deeply discount the value of livestock 

used as collateral. For medium and large enterprises, banks indicated a preference for real estate as collateral, 

followed by bank and/or personal guarantees, cash and other liquid assets. BCEAO regulations play a role in this 

preference as the BCEAO only values collateral that can be easily confiscated and monetized.  

Figure XV: Assets Commonly Used as Collateral (1 Being the Most Highly Preferred) 

 

Source : Survey Results 

71. Banks mitigate risk for their SME loans primarily through screening, rigorous monitoring and high 

collateral requirements. However, 8 out of 13 respondents reported that they do not manage their exposure to 

SMEs by using a portfolio approach. In addition, 7 out of 14 respondents indicated that over 90 days, a non-serviced 

SME loan is considered overdue. 4 and 5 out of 14 respondents respectively indicated that over 90 days and over 

180 days a non-serviced loan is provisioned. 9 out of 14 respondents indicated not having a dedicated SME loan 

recovery unit.  

72. Banks indicated taking a number of actions to mitigate SME lending costs. They seek lower-cost funds 

to increase their margin
9
, create guidelines for SME lending to analyze more efficiently loan applications, but may 

also apply preferential conditions on a case by case basis. Banks try to streamline the approval processes. Some 

banks try to avail themselves of donor credit lines (e.g. BOAD, the IFC, and MCA) to cut costs.  

                                                           

8
 11 out of 14 respondents provided figures for SMEs per their definitions of the term. However, one of these 

respondents did not disaggregate small and medium enterprises in their response. 

9
 One bank indicated that their cost of funds borrowed was between 6-7.5% APR during summer 2013, with 3-year 

credit costing them 6.5%. The West Africa Development Bank was providing funds at 7% APR for bank on-lending.  
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73. When asked to indicate which government programs respondents would find desirable, banks 

indicated guarantees, directed credit programs, tax breaks for SMEs and interest subsidies respectively. More 

than 8 out of 14 respondents reported that government programs such as interest subsidies, guarantees, sector-

specific credit programs and regulatory subsidies would likely have positive impacts on their appetite for SME 

lending because these programs mitigate risk and reduce cost. Banks responses are illustrated by Figures XVI and 

XVII. 

Figure XVI: Impact of Government Programs on Banks’ SMEs Lending 

 

Figure XVII: Banks’ Priorities for Government Action 

 

Box 1: An Innovative approach 

Partnering with consulting firms, NGOs and government agencies to reduce costs and 

increase access to finance 

The Regional Solidarity Bank (Banque Regional de Solidarité – BRS) employs a business model focused on 

technical assistance, follow-up and proximity. Create by UEMOA to assist SMEs, BRS leverages public and 

donor-funded services to assist their clients. The bank views itself as the financial partner of SME development 

projects and the public agencies that implement them like the MEBF and NGOs. These projects, TA providers 

and public agencies refer clients to the bank. Loan officers make clients aware of technical assistance available, 
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help coordinate its provision and integrate technical assistance with the client’s request for credit.  BRS also 

follows up on client performance with publically-available technical assistance whenever possible.  

 

BRS says this approach decreases costs, speeds up the lending decision and results in more loans being 

extended, but there are challenges. Many SMEs have difficulty paying private consulting firms to help them. 

Also, there have been instances where programs set up to reimburse the banks or the SMEs themselves for 

using private business support services did not pay out.  Also, the distance of SMEs from bank branches 

increases monitoring costs for these partners and the bank.  Nevertheless, BRS’s strategy presents an effective 

way to align and operationalize technical assistance with financial service providers. This is a good example of 

the government supporting the banking sector indirectly, rather than through providing subsidized loans through 

state-owned financial institutions, or funds.  

C. OBSTACLES TO BANKS’ FINANCING SMES 

74. Respondents indicated a litany of obstacles to SME lending. These include market and macroeconomic 

factors, agricultural risks, difficulty registering collateral, deficiencies in the justice system and the low skill level of 

businesses.  Low skill levels contribute to SMEs providing inadequate financial information or requesting credit 

based on ill-conceived or non-existent business planning.
10

  Another problem is low levels of SMEs equity capital. 

The impact of informality on SMEs judicial status contributes to this. Furthermore, banks cited the lack of and/or 

insufficient sector analysis by the government so that data is not available for banks to analyze for making lending 

decisions or developing SME niche strategies. This is an area where the BCEAO, DAMOF or the APBEF may be 

the most natural source of a solution, if not the individual banks themselves performing their own market research. 

Finally, extreme difficulties in recovering assets are seen by banks as encouraging SMEs to default.  The following 

table summarizes obstacles to SME lending expressed by the survey participations.  

Table VII: Obstacles 

From discussions with financial 

institutions… 

 

Lack of adequate demand 

 Demand exist but customers, are not credit worthy 

 Insufficient demand 

 Demands are inappropriate 

 SMEs lack sufficient knowledge of the sector of activities, 

SMEs incur concurrence from imported goods which makes 

businesses plans unprofitable, and SMEs suffer from 

managerial problems  

 Collateral law renders many demands from credit inadequate 

 SMEs lack appropriate and required documentation to qualify 

for loans 

Legal and regulatory framework 

affecting financial institutions 

 Regulations regarding the required documents from SMEs for 

banks to lend to them 

 Loan classification regulations 

 Anti-money laundering (AML) regulations, 

 Lack of recourse for banks against delinquent borrowers 

                                                           

10
 One bank raised the issue of Burkina Faso’s system of education that undervalues business and managerial skills. 

This bank expressed the opinion that the system is more focused on broad, general knowledge than on providing 

business-specific skills, and technical and vocational training needed the private sector demands. 
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 Collateral law,  

 Judiciary delays and inefficiencies in arbitrating disputes 

between banks and SMEs 

 Taxes   

 SMEs legal status and collective proceeds 

 Bankruptcy regime 

Legal and regulatory environment 

affecting SMEs 

 Industry-specific regulations 

 Bankruptcy regime 

 High fixed costs per transaction 

 Agreement system 

Characteristics of SME lending 

 Difficulties on SMEs in attaining scale economies 

 Narrow margin of profit 

 Difficulties in standardizing products and procedures  

 High interest rates 

 High level of non-performing loans 

 High risk of non-recovery 

 Heavy competition among banks 

 Difficulties in monitoring SMEs 

 Difficulties seizing collateral 

Competition in the SMEs segment 

 Narrow margins for banking in general 

 Existence of specialized banks  

 microfinance 

Macroeconomic factors 

 Macroeconomic instability 

 High interest rate 

 Economic growth 

 Exchange rate risks 

 Country-risks 

Banks-specific factors 

 Limited geographic coverage 

 High collateral requirements 

 Difficulties to design appropriate products 

 Lack of appropriate information technology tools (scoring 

and rating models)  

 Difficulties in analyzing SMEs due to lack of information on 

SMEs involvement in its activities 

 Insufficient involvement of SMEs 

 Difficulties in analyzing SMEs sector of activities 

SMEs-specific factors 

 Dishonest clients 

 Lack of adequate managerial skills 

 Poor quality of financial statement and business plan 

 Informality of SMEs 

 Lack of collaterals 

 Continuity tied to SME owner 

 Inability of SMEs to manage risks 

Contractual environment 
 Contract enforcement 

 Judicial efficiency 
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 Reliability of SMEs and credibility of business owner 

75. Banks lamented the difficulty in finding good projects to finance among those proposed by SMEs. 
Trade businesses make up most of the SME lending in which banks are engaged. The market for most manufactured 

goods is competitive. Burkina Faso has a growing and urbanizing economy oriented towards consummation. 

Burkina Faso is challenged to regulate imports adequately. Banks, businesses and economists say that “unfair 

competition” is pervasive with respect to imports. These stakeholders assert that mass quantities of goods are 

smuggled into the country duty-free. They also assert that customs is ill-managed with confusing exoneration rules 

based on product, importer or a litany of other obscure regimes. In addition, the system for maintaining standards 

and inspections for imports is deficient and open to abuse. This contributes to a poorly-regulated marketplace 

dominated by cheap, poor-quality imports. This dynamic encourages banks to provide lower risk, short-term trade 

financing credit, but makes it more difficult to identify quality projects in transformation or industries requiring 

longer-term, investment financing. 

76. Figure XVIII below shows that for 13 out of 14 financial institutions surveyed the contractual 

environment was ranked as a “significant” or “very significant” obstacle. Other factors that banks found to be 

obstacles were SME-specific factors, macroeconomic factors, the legal and regulatory framework affecting financial 

institutions and lack of adequate demand from SMEs. However, 5 out of 12 respondents reported that the legal and 

regulatory framework affecting SMEs, competition in the SME segment of the market, characteristics of SME 

lending and lack of adequate demand from SMEs are not significant obstacles to SME lending.  9 out of 14 

respondents reported that prudential regulations (capital requirements, regulations concerning loan classification, 

etc) affect negatively their involvement with SMEs particularly due to the fact that SMEs produce poor quality 

financial statements, and many of them have poor quality equity capital.  

Figure XVIII: Obstacles to Lending to SMEs 

 

LRF = “legal and regulatory framework” 

Source: Survey results 

77. Most banks explained that the regulatory documentation requirements for lending to SMEs are not 

constraining, but overall the legal and regulatory framework is seen as an obstacle. 6 out of 14 respondents 

indicated that the burden posed by regulatory documentation requirements is appropriate and beneficial, yet 5 found 

it excessive for almost all products. 11 out of 14 respondents explained that maximum regulatory lending rates do 

not have any impact on their appetite for lending because the maximum rates are higher than those presently offered. 

Banks opinions on registering collateral are balanced. Some banks explained that it takes time to register collateral 

and obtain land tenure due to administrative delays. While banks do not consider this a binding constraint, a solution 

would be welcomed. Significantly, 9 out of 13 respondents reported difficulties enforcing (seizing) collateral for 
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SMEs while tax related issues do not affect positively or negatively banks’ appetite for SMEs lending.  One NBFI 

indicated that they spend 2 years on average trying to recover collateral from delinquent clients. In addition to the 

cost of their time, they estimate that there is additional cash cost of 12-13% of the value of the collateral seized. 

D. ALTERNATIVE SOURCES OF FINANCING AND RELATED SERVICES 

78. SMEs have a few other options for financing and financial services in addition to private banks. Bank 

guarantees, leasing, microcredit institutions and public funds serve the SME market in a range of capacities. While 

microfinance organization have significant capital on the street, loan amounts are typically too low (<$1000) to help 

SMEs.  The growth of providers of partial guarantees and leasing speaks to the need for these services. However, 

these financial services are still in their infancy, and regulatory regimes for their use need to be refined, and their 

provision encouraged. Like traditional lending, most banks were enthusiastic to see these markets grow, but 

indicated the need for policies to encourage their development.  

79. Burkina Faso possesses several public funds set up to provide credit to SMEs.  These funds have 

diverse mandates to serve specific sectors like transport or education. They may have a mandate to serve specific 

kinds of beneficiaries like youth, women, rural SMEs or agribusinesses. These funds have come under scrutiny in 

the past, and were the subject of 2009 study. At the time, 14 different funds were functioning autonomously.  The 

recommendations of this study remain true for the most part. While there is no denying the need for increasing 

access to credit for SMEs and the government’s intentions to address this through these funds is commendable, 

public funds that lend to SMEs possess significant shortcomings. The 2009 study explained some of these 

shortcomings as follows: 

“Regulation of national funds is weak and needs to be reinforced. Supervision of national funds is also 

weak due to a lack of resources. However, the problems of national funds go beyond these concerns. There 

is significant duplication of offices, management, boards of directors, credit comities, personnel, transport 

and assets. There is and overlap in clients/objectives, high costs. Poor management and bad habits are the 

result of this duplication.”
11

 

80. The BCEAO does not regulate these funds because it views them as state agencies. Over the years, 

many of these funds have had to be recapitalized or restructured calling into question the appropriateness of this 

approach to providing credit. Studies and research indicates that these funds often make credit decisions that banks, 

MFIs and other lenders would consider too risky. Recommendations made in the previous study included unifying 

management of funds, rationalizing those that are duplicative, instating professional management and processes 

especially for funds that provide credit to businesses, and instilling transparent performance metrics and 

consequences for poor performance. Feedback from experts and surveys indicates that these funds are not widely 

used by SMEs to finance their businesses, and private banks and MFIs do not view themselves as being in 

competitive with them.  

81. It is difficult to determine the best way to use public funds to encourage lending. Public funds, SME 

credit lines and guarantees provided to private banks have a mixed track record. In Burkina Faso, there is little 

indication that these public funds are the most effective means of increasing lending in a way that promotes 

economic growth, and may not be an efficient allocation of capital. Whatever means by which public resources are 

deployed to encourage private sector lending, guarantees for bank-managed credit portfolios, public funds that lend 

or management of public asset used to collateralized the SME lending portfolios of private banks, these activities 

need to run professionally and transparently with an understanding of how to help SMEs create value, or they will 

fail. A private sector orientation, management structure and incentives are strongly recommended for public lending 

institutions.  

                                                           

11
 Headen, Michael. « Rapport sur les Fonds de Financement. » 2010. 
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82. The data presented in this policy note demonstrates the level to which high collateral requirements 

are an obstacle to SME lending. Partial credit guarantees for loans from commercial banks are available to SMEs, 

and bank guarantees are a small, but growing segment of the market for financial services. Owned primarily by 

private banks and a public investment fund, the Société Financière de Garantie Interbancaire du Burkina (SOFIGIB) 

is a NBFI institution providing partial guarantees of up to 50% of required collateral for SME bank loans.  SOFIGIB 

also provides technical assistance and performance monitoring. In their words, they favor working with the “un-

banked, SME sector.” 

83. SOFIGIB is a relatively new organization with approximately 900 clients. While one bank said they do 

not accept SOFIGIB guarantees, SOFIGIB indicated that some banks are beginning to accept less than 100% 

collateral plus guarantee when SMEs have a SOFIGIB guarantee. SOFIGIB is profitable, but their business is 

growing slowly, and it is finding it challenging to fund its expansion. It incurs high costs for borrowing funds as well 

as for performing due diligence and monitoring. It recently had a borrowing arrangement for 4 billion FCFA at 8.5-

9% fall though.  

84. SOFIGIB is finding that the success relies on receiving sufficient fees from the borrower as a 

percentage of the amount guaranteed plus an amount for being helped to create their project proposal. Banks 

accepting SOFIGIB guarantees from borrowers save money by having to provision less. This dynamic could be an 

impetus for increasing the capital that these banks pay in to the organization. There may also be lower cost funds 

available to SOFIGIB from partners like social investment funds, USAID’s Development Credit Authority, the 

Citibank Foundation, or via the Participatory Microfinance Group for Africa. SOFIGIB should explore financing 

opportunities with these organizations. SOFIGIB indicated that there is substantial unmet demand for guarantees 

that they estimate at 16 billion FCFA.  

85. Leasing is a growing source of financing for SMEs. Burkina Bail, a leasing company, and traditional 

banks are increasingly involved in leasing. Burkina Bail’s business is focused on the SME sector with an 

outstanding portfolio of approximately $16 million as of mid-2013. Burkina Bail indicated that policy and 

regulatory improvements could help the market grow faster. Table VIII displays these projections. They suggested 

that the government adopt and begin implementation of an action plan to develop the leasing market. The World 

Bank’s PACDEII project is created such a plan that includes the following steps: 1) changing regulations so that 

leasing takes less time, costs less and confers the typical incentives for its use (as it does in more developed 

economies) 2) training the courts in how leasing works so that they can play their role efficiently, and 3) promoting 

leasing to SMEs and other businesses who are unaware of its advantages.  The project is also developing the 

improved regulations that are needed (Projet de Textes de Loi sur le Crédit-bail).  

Table VIII: Burkina Bail 

 2013 2014 2015 

Leasing Market, Burkina Bail 
Est. (million FCFA) 

23,100 25,400 27,900  

Leasing Market, IFC Est. 
(million FCFA) 

 23,800 31,100  41,000  

Median of Two Estimates 23,450 29,750 34,450 

Number of New Leases 7,000 9,000 12,500 

Penetration of Market  30% 30% 36% 

Number of SME Clients 420 550 750 
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Source: Burkina Bail 

86. Microfinance institutions play a vital role in supplying credit to individuals and microenterprises, but 

less so for SMEs. There are 15 MFIs in Burkina Faso throughout the country. The National Network of Credit 

Cooperatives (Reseau des Caisses Populaires du Burkina - RCPB) is the largest network of MFIs in Burkina Faso by 

a significant margin with 177 lending points throughout the country. Over the years, the RCPB has received funding 

from the United Nations Capital Development Fund and other donors. The RCPB accepts deposits which are used as 

collateral for microloans. At present, the loans that the RCPB and other MFIs provide are too small to meet the 

needs of SMEs. However, some MFIs are contemplating offering larger loans and entering segments of the market 

for financial services of interest to SMEs. 

Table IX: RCPB Data 

Source: Mix Market 

6. ENABLING ENVIRONMENT FOR SME FINANCE 

A. LEGAL AND REGULATORY FRAMEWORK 

87. Protecting the rights of creditors like banks is fundamental to developing effective credit mechanisms 

suited to a healthy private sector. In Burkina Faso, the legal basis for doing so comes primarily from the different 

uniform acts adopted by the Organization for the Harmonization of Business Law in Africa (Organisation pour 

l'Harmonisation en Afrique du Droit des Affaires – OHADA).  Even though these laws exist and are well-conceived, 

their implementation is lacking. Assessments have identified occasional conflicts between the OHADA laws and 

domestic statutes, suboptimal application of the OHADA laws by courts, poor understanding of them, and situations 

where the judicial system lacks the resources to implement them effectively.  

88. The Burkina Faso’s regulatory framework for commercial insolvency is generally adequate. 
Nevertheless, even though the framework has been in place for several years, there are issues.  Deficiencies in the 

judicial system have a negative impact on protecting the rights of creditors and formal recourse for recovering 

assets. Processes are heavy, and delays to recover assets long. Commercial courts are lacking in resources and 

enough skilled staff to supervise effectively the insolvability process despite training efforts like those of the 

PACDEII project. This situation results in increased risks to lenders and higher interests rates for borrowers. This 

situation often sees creditors avoiding the formal process for resolving insolvency, and opting for some kind of 

informal settlement instead.  

89. Per the World Bank’s 2012 Doing Business Report, access to credit in Burkina Faso improved in 

2011, with the strength of legal rights index going from 3 to 6, compared to sub-Saharan Africa average of 6 

and OECD countries of 7. From 2011 to 2012, the World Bank identified amendments to the OHADA Uniform Act 

on Secured Transactions that broaden the range of assets that can be used as collateral (including future assets), 

extend the security interest to the proceeds of the original asset and introduce the possibility of out-of-court 

enforcement as positive reforms. It remained at that level for 2013 as no reforms of this nature were noted for the 

period 2012-2013. 

 2010 2011 2012 

Gross Loan Portfolio ($US) 130,689,418 129,827,721 142,749,831 

Number of Active Borrowers 87,245 151,231 - 

Average Outstanding Loan Balance ($US) 1498 858 - 
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90. In early 2013, the World Bank completed a policy note on justice and business in Burkina Faso. 

Elements touched on the nexus of lending and the application of commercial law.  Banks lament the cost and time 

necessary for foreclosing on or taking collateral from delinquent borrowers. This sentiment was evident in 

discussions with banks and other stakeholders. They also indicted that the system for repossessing collateral is so 

ineffective that, in some situations, its value amounts merely to a threat to the reputation of the delinquent borrower.  

91. Creditors’ rights are contributing to increased levels of risks, and thus, high interest rates and 

guarantee requirements. Secured creditors are not paid first (i.e. before general tax claims and employee claims) 

when a debtor defaults outside an insolvency procedure, nor are they paid first when a business is liquidated. In 

addition, secured creditors are not subject to an automatic stay or moratorium on enforcement procedures when a 

debtor enters a court-supervised reorganization procedure, nor does the law provide secured creditors with grounds 

for relief from an automatic stay. It does allow parties to agree in a collateral agreement that the lender may enforce 

its security right out of court, at the time a security interest is created, but as noted, enforcement entails unreasonable 

costs, long delays and is rarely successful.  

92. Alternative dispute resolution mechanisms exist in Burkina Faso. The Commercial Arbitration, 

Mediation and Conciliation Center of Ouagadougou (Centre d’Arbitrage, de Mediation et de Conciliation de 

Ouagadougou CAMC-O) was established in 2005. CAMC-O was funded by the Chamber of Commerce, but 

maintains is decision-making authority. Since January 2007 to December 2012, the amounts in dispute among these 

cases registered at the Center accumulated to approximately 252 billion CFA, where about 92% of that amount was 

represented in arbitration. Out of this total, cases involving the mining and energy sectors represent about 227 billion 

CFA, but those involving the banking sector represent only about 16 billion CFA. World Bank analysis indicates that 

the sectors that most frequent the Center are small traders and the financial sector (banks and other financial service 

providers).
12

 

B. FINANCIAL INFRASTRUCTURE 

93. Depth of credit information is an area of concern for banks. In the 2013 Doing Business Report for 

Burkina Faso, the country dropped two places to 129
th

 in the rankings for getting credit with no improvement or 

deterioration in almost all sub-indicators. The regional average for Sub-Saharan Africa is 109. A poor depth of credit 

information index rating of 1 out of 6, no private credit bureaus and almost no individuals listed in public credit 

registries are responsible for this rating. A collateral registry that is unified geographically and by asset type, with an 

electronic database indexed by debtor's names is not in operation. While the Doing Business methodology for the 

“Getting Credit” indicator is based on larger, formal businesses, properly functioning credit bureaus and collateral 

registries would benefit smaller, informal SMEs and the banks that lend to them. Feedback from the survey 

participants indicated a strong perception that the publication of pledged movable and immovable assets is deficient 

due to a lack of resources. Furthermore, the cost of registering assets and publishing the register is high, and not 

updated as pledged assets depreciate.  

94. Reliable information centers on potential clients are not yet operating efficiently. Although the 

BCEAO is making efforts in this regard, the different databases are not yet operational and progress in reforming 

them has been very slow. Moreover, the Credit Registry appears to not be fulfilling its role. Given the high reporting 

thresholds, this agency does not keep records on the SME customers of lending institutions.  

7. RECOMMENDATIONS AND CONCLUSIONS 

A. RECOMMENDATIONS 

95. The recommendations that follow are prioritized based upon the research. Of the highest order, bank 

and borrower need training to improve what they do. This will lower real and perceived risks, and facilitate lending. 
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 World Bank Report 78204-BF. “Burkina Faso: Policy Priorities to Boost Competitiveness.” 2013. 
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Banks could invest more in understanding SME borrowers, adopting a portfolio approach, segmenting markets and 

developing more suitable lending products. Second, shared structures like credit information services and 

commercial law structures need to be strengthened and improved which will decrease costs and risk. The low skill 

level of SMEs, lack of developed SME/investment lending strategies at the banks, and the deficiency of structures 

that decrease risk are the most binding constraints to SME and investment lending.  

96. Lastly, large deposits from pension funds provide resources that banks tend to use to trade 

government securities, rather than for lending to businesses. Banks may be encouraged to take on more risk if 

they had less recourse to trading in government securities. Feedback from interviews provides evidence that the 

sector is becoming more competitive as banks add more and more branches and slowly increase retail banking 

operations. Nudging banks towards this orientation may speed the process, and encourage innovation and a healthy 

level of risk taking. It may also encourage market entry by competing providers of financial services.  

97. Lack of business skills keeps SMEs from getting loans. SMEs benefit from technical assistance and 

business education. It makes them better, more effective and more profitable. Technical assistance programs, 

business support service providers and projects need be scaled up. There remains strong demand for these services 

across a range of business disciplines: accounting, management, marketing, operations, financial literacy, strategic 

planning, IT, etc. Above all, SMEs benefit from technical assistance that accompanies them in their dealings with 

banks. Helping SMEs in writing business plans, preparing financial statements and understanding banks’ credit 

procedures have proved effective in improving access to finance.  

98. The MEBF and other public organizations possess platforms to operationalize this recommendation. 

The banking industry via the APBEF-B, MICA and the Ministry of Education need to follow through with strategies 

that provide training and skills development to businesses and entrepreneurs. They must also coordinate efforts of 

public and private training institutes to produce students of business and commerce with the skills the private sector 

needs. Banks, training institutions, and public and private providers of business support services like the MEBF need 

to improve coordination, and share information on their needs with one another. Regular roundtables can be held 

focusing on business training that leads to financing. Tools like the SME Handbook published by the Center for 

Accredited Management (Centre de Gestion Agrée – CGA) containing information about financial service providers 

and public providers of business support services with their contact information are examples of products that can be 

increasingly developed and disseminated. SME short courses and training modules such as the SME Toolkit 

developed by the IFC are also examples. SME education programs can leverage business schools and private 

vocational technical education providers to increase the number of SMEs reached. Scaling up existing efforts is 

needed, but so is coordinating them because many public organizations give some attention to business skills 

development. Communication needs to be improved so that more beneficiaries are reached, convinced of the 

benefits of skills development and funded to participate in them. Bank branches should match potential borrowers 

with skills development opportunities, and skills development service providers should have alliances with banks. 

99. In addition, activities that help banks better understand SMEs, evaluate their credit potential and 

decrease their cost of serving them are recommended.  It remains costly for banks to maintain the proximity to 

borrowers, and proximity is an important success factor in SME lending.  This need for proximity could require 

hiring additional loan agents and SME advisors who work closely with borrowers. Banks like BSR and guarantee 

provider SOFIGIB have been successful at leveraging business support services such as those provided by the 

MEBF, public agencies and donor-funded projects.  

100. Technical assistance should be made available to banks specifically to provide analysis, commission 

studies and perform market research for developing new financial services and tailor existing ones to meet 

the needs of SMEs.  Activities should also fund consulting engagements that directly support improving bank 

operations to better serve SMEs. The industry should increasingly leverage DAMOF and its association for these 

purposes. Industry associations all over the world provide informational services such as these to their members.  

101. Helping businesses move from the informal sector to the formal sector should be encouraged. Burkina 

Faso should accelerate efforts within its current strategy for achieving this, and increase resources devoted to these 

efforts. One element is facilitating SMEs to register with the Registre du Commerce et du Crédit Mobilier (RCCM), 

the most important step businesses must take towards formalizing their status. After receiving a number from the 
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RCCP, SMEs can more credibly be party to contracts, open bank accounts, apply for financing and pledge property 

as a guarantee. Other incentives should be developed in conjunction with and promoted throughout the informal 

sector so that informal businesses increasingly view formalization as having a value. These incentives may be in the 

form of protections that overcome informal SMEs’ perception of the disadvantages of formalization: abuse by tax 

authorities, onerous licensing requirements, and other forms of harassment. Detailed policy studies should be 

undertaken to identify strategies to overcome reluctance to formalization and develop incentives to speed up the 

evolution of the economy towards increased formality.  

102. Formalization, improving the capabilities of businesses through training and helping banks develop 

SME lending strategies are inter-reliant elements for decreasing risks. Businesses are more likely to perform 

better, and banks are more likely to make better lending decisions. Lenders view formal businesses as more 

trustworthy because lenders feel they have more tangible recourse against them.  Banks can help SMEs reap the 

benefits of formalization by helping them establish relationships with larger, formal businesses that the banks trust. 

The banking industry should be encouraged to facilitate SME clustering and foster linkages between major 

companies and SMEs. This can help SMEs get credit for exporting, investment or other needs. These activities and 

the opportunities they present to SMEs can be a means of enticement for national formalization programs. There is 

evidence of this recommendation’s utility from cases in Asia.
13

 The Chamber of Commerce, the MEBF and the 

APBEF are encouraged to integrate such designs into technical assistance programs.  

103. Burkina Faso is encouraged to strengthen two elements of its financial infrastructure critical for 

facilitating access to credit and improving its allocation. Credit information systems, and the legal rights of 

borrowers and lenders in collateral and bankruptcy laws should be enhanced. The former will give banks access to a 

potential borrower‘s financial history (positive or negative)—valuable information for assessing risk. Credit 

information systems also permit borrowers to establish a credit history. Improving implementation of collateral laws 

will help SMEs to use their assets, especially movable property, as security to generate capital—while strong 

creditors’ rights have been associated with higher ratios of private sector credit to GDP. Improving the performance 

of credit registries and bureaus is likely to require restructuring incentives for these agencies, funding and improving 

their governance structures.  

104. There is ample experience from other countries to inform efforts that address these shortcomings. 
Showcased in the World Bank’s 2013 Doing Business Report, Cambodia established its first private credit bureau, 

which began operating in March 2012. The bureau collects and distributes both positive and negative credit 

information on individuals and includes all loans in its database, regardless of size. In addition, a regulation on credit 

information sharing issued in May 2011 guarantees the right of borrowers to inspect their own data. In the 2012 

Doing Business Report, the country made the biggest improvement in the “ease of getting credit” rankings. Another 

example is Guatemala which enhanced its secured transactions regime by issuing a decree in 2007. This effort 

broadened the range of movable assets that can be used as collateral and created a registry for movable property that 

began operating in January 2009. In addition, Guatemala strengthened its credit information system in 2009 through 

a decree guaranteeing the right of borrowers to inspect their own data in any public institution. Thanks to these 

changes, Guatemala ranks among the top 10 economies in improving regulatory practices in the area of getting 

credit since 2005. 
14

  

105. Collateral registration and establishing land tenure are subject to unreasonable delays. These systems 

need to be improved so they serve a constructive purpose for lenders. One stop shops may be a useful design for 

providing these services provided they are adequately resourced.  
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106. Detailed information on how these reforms were implemented elsewhere can be made available to 

responsible organizations. The BCEAO and the AMBEF are well-placed to manage these efforts. The World 

Bank’s Investment Climate practice and its diverse economic reform operations can provide funding for this.. 

Economic reform efforts are less costly in terms of resources, but require political will, tenacity and engagement by 

stakeholders. The World Bank, the IMF, specialized public international organizations and donors have the means to 

provide technical assistance and provide tools to support these efforts.  

107. Efforts to encourage longer-term, investment lending for SMEs need to be explored.  The government 

is promoting an initiative to develop a public asset repository such as a public caisse de depot for this purpose. This 

effort may serve two purposes. First, it may make more, longer-term financing available from the new organizations, 

and second, it may decrease the excess liquidity that banks are currently investing in government bonds. This may 

encourage banks to lend increasingly to private businesses. Regarding this recommendation, public financial 

institutions and lending schemes should be private-sector oriented and profit motivated. They need professional 

management, and should be run like private banks or else they are likely to fail.  

108. Burkina Faso must press on with modernization of legal and regulatory frameworks. Banks indicated 

their concerns in the survey. The OHADA acts form the basis for major improvements in the business environment. 

Work must continue to bring local laws and regulation into conformity with these acts. Judiciary structures including 

those concerned with enforcement must be strengthened to ensure the consistent and efficient application of statutes 

and protect the rights of creditors and businesses.  

109. Addressing shortcomings in the leasing market through completion of economic reforms is 

recommended. Modernizing the regulatory environment for leasing and bringing tax regulations related to leasing 

into conformance with international best practices can increase the amount of credit on the street. Specifically, the 

government needs to adopt and begin implementation of an action plan that will improve the leasing market. The 

PACDEII created such a plan that includes the following steps: 1) changing regulations so that leasing takes less 

time, costs less and confers the typical tax incentives for its use (as it does in more developed economies) 2) training 

the courts in how leasing works so that they can play their role, and 3) promoting leasing to SMEs and other 

businesses who are unaware of its advantages.   

B. CONCLUSIONS 

110. This financial sector policy note has looked closely at the practices of banks in lending to SMEs 

through a survey of twelve banks and two non-bank financial institutions. While the survey reinforced some 

long-held generalizations for why SMEs have difficulty getting credit, it also showed growing interest and 

dynamism among some banks to serve this market.  Burkina Faso is landlocked, possesses deficient infrastructure 

and struggles with many problems that impact competitiveness. Its economy has difficulty creating value in most 

sectors, a reality suffered heavily by SMEs. Credit is an input to economic growth, but interest rates, banks’ 

operating costs and risks are high. The banking sector possesses high liquidity, but is risk averse and has strong 

incentives to invest in government securities rather than lending to businesses. The recommendations of this policy 

note indicate how to confront these obstacles.  

111. Despite national poverty reduction and economic development strategies identifying SME 

performance as critical for private sector-led growth, SMEs face significant difficulties accessing financial 

services.   Incomplete or suboptimal implementations of the OHADA acts and other elements of the regulatory 

environment present opportunities to improve the situation. Informality, deficient functioning of credit information 

structures, unmet demand for services to accompany SME credit applications and improve their internal 

management, and channeling public resources to support financial services do too. The latter is challenging due to 

the need to avoid market distortions, conflicts of interest and the government doing things better left to the private 

sector. 

112. Nevertheless, there are positive developments taking place in SME lending. The banking sector is 

becoming increasingly competitive with most banks contemplating strategies for earning more from SME lending. 

Banks are refining their approaches to better access this market. Some banks and NBFIs have most or all of their 

business oriented towards this segment. Most indicate that SMEs are a growing part of their portfolio. 
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113. The government, the banking industry and the BCEAO have an important role to play implementing 

policies that encourage SME lending. The former can improve the management of and restructure public funds 

that lend to SMEs, perhaps forming ventures with private banks or NBFIs to manage these. The BCEAO can look 

for opportunities to decrease costs to FIs through improvements to prudential and reporting requirements, or reduce 

the cost of credit for these clients. This is not to suggest changes that would be contradictory to the BCEAO’s 

stewardship of a stable banking sector, but the matter needs to be explored further. Banks themselves can take 

measures to better know SMEs, better integrate their SME lending operations into technical assistance opportunities 

and increasingly partner with stakeholders in diverse efforts to make Burkina Faso’s economy more competitive, 

increase efficiency in the financial sector, lower risks and improve the performance of SMEs.   
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9. APPENDICES 

A. NAME OF FINANCIAL INSTITUTIONS RESPONDING TO SURVEY 

1. Banque Atlantique (BABF) 

2. Banque Commericiale du Burkina (BCB) 

3. Banque de l'Habitat du Burkina Faso (BHBF) 

4. United Bank for Africa (UBA) 

5. Banque pour le Commerce, I'Industrie et l'Agriculture du Burkina 

6. Bank of Africa  

7. Banque Regionale de Solidarite-Burkina 

8. Banque Sahelo-Saharienne pour l'Investissement et le Commerce-Burkina 

Faso 

9. Coris Bank International 

10. Ecobank-Burkina 

11. CBAO ATTIJARIWAFA Bank  

12. Societe Generale de Banques au Burkina (SGBB) 

13. SOFIGIB 

14. Burkina Bail 
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B. SURVEY 

The World Bank 

Questionnaire on Bank Financing to SMEs in Burkina Faso 

This version: March, 2013 

 

Name of the bank:       

Bank’s activity:  Commercial,   Investment,  Corporate,  Retail,  Other. [Put an X (by 

double-clicking on the box) next to the appropriate response and specify if “Other”]. 

Bank’s ownership structure:  Private sector domestic,   Private sector foreign,  

Government/State, International Financial Institutions,  Other.  [Put an X (by double-clicking on 

the box) next to the appropriate response(s) and specify if “Other”]. 

Staff name:       

Phone number:       

E-mail:       

 

 

This questionnaire has been designed to provide information on the supply side of SME financing in 

Burkina Faso. It is focused on credit to SMEs and is designed to try to answer four broad areas: (i) the 

extent of the bank’s involvement with SMEs, (ii) determinants of SME bank financing, (iii) the bank’s 

SME business model (including products and credit risk management), and (iv) the impact of various 

obstacles (credit environment, regulations, and other issues) on SME lending.  

 

Different parts of the questionnaire could be better answered by different managers of your bank. 

Section I (Involvement with SMEs) could be better answered by the bank’s general manager and the 

SME business manager. Section II (Bank’s SME Business Model and Procedures) could be better 

answered by the SME business manager and the credit risk manager. The questionnaire is focused on 

credit to SMEs but, where appropriate, please distinguish your responses by small enterprises (SEs) 

and medium enterprises (MEs).   

 

The questionnaire includes questions in blue and black. Questions in blue include numerical data 

requests. If the precise numerical data are not available, please provide an approximation/estimate 

and indicate so. Questions in black are perception related questions. Any additional information or 

comments related to the questions in the survey should be included below the relevant question next 

to “Notes”. Since the questionnaire has been prepared for banks, some questions may not be 

applicable for non-bank financial institutions.  
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I. Involvement with SMEs  

 

This section tries to understand the extent of the bank’s involvement with SMEs and the reasons 

behind it. The questions in this section should be addressed to the bank’s general manager or the SME 

manager. 

 

a) Assessing the bank’s involvement with SMEs 

 

1. Does the bank currently have SMEs among its clients? [Put an X (by double-clicking on the 
box) next to the appropriate response.] 

 Yes 

 No 

Notes:      

 

2. Provide your bank’s definition criteria for a micro enterprise (MI), small enterprise (SE), 

medium enterprise (ME), and large enterprise (LE). [Put an X (by double-clicking on the 
box) next to the appropriate criteria and complete it.] 

 MI SE ME LE 

Firm with total annual 

revenue/turnover: 

 From       

to       FCFA 

 From       

to       FCFA 

 From       

to       FCFA 

 From       

to       FCFA 

Loan size:  From       

to       FCFA 

 From       

to       FCFA 

 From       

to       FCFA 

 From       

to       FCFA 

Firm with total 

employees: 

 From       

to       

 From       

to       

 From       

to       

 From       

to       

Other. 

Please specify:       

 From       

to       

 From       

to       

 From       

to       

 From       

to       

Notes:      

 

3. Does the bank have a separate unit or department managing the banking relation with 

SMEs? [Put an X (by double-clicking on the box) next to the appropriate response.]  

 Yes 

 No 

a) If no, please specify which unit oversees the banking relation with SMEs. 

 SE clients:      

 ME clients:      

b) If yes, please indicate whether the bank has a separate unit that attends to: 

 SEs only 

 MEs only 

 SMEs 

c) If yes, please indicate the following:  

 Location of the SME unit(s) within the bank’s structure (i.e. indicate the division it belongs 
to):      

 Employees working in the SME unit(s) (as a percentage of the total number of employees in 
the bank:       %  

 Average years of experience (in the SME market segment) of the employees working in the 
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SME unit(s):      

Notes:      

 

4. Please provide the data specified below.  If the data are not available for the specified 

periods, please provide the closest available and specify the relevant period.  If possible, 

please provide data separately for SEs and MEs but, if not available, provide data for the 
aggregate (SMEs).  

a) Contribution to bank’s net income (as 

a % of total net income). 

As of December 

2010   

As of December 

2012  

Target in 3 

years (if 

known) 

SEs contribution to bank’s net income         %       %       % 

MEs contribution to bank’s net income       %       %       % 

SMEs contribution to bank’s net income       %       %       % 

LEs contribution to bank’s net income       %       %       % 

b) Amount of loans outstanding.  Please 

express loans in FCFA and specify units 

(thousands, millions, etc). 

As of December 

2010   

As of December 

2012  

Target in 3 

years (if 

known) 

Loans to SEs         FCFA        FCFA        FCFA 

Loans to MEs        FCFA        FCFA        FCFA 

Loans to SMEs        FCFA        FCFA        FCFA 

Loans to LEs        FCFA        FCFA        FCFA 

Total amount of loans outstanding at the 

bank 

       FCFA        FCFA        FCFA 

c) Number of loans outstanding  As of December 

2010   

As of December 

2012  

Target in 3 

years (if 

known) 

Loans to SEs                          

Loans to MEs                         

Loans to SMEs                         

Loans to LEs                         

Total number of loans outstanding at the 

bank 

                        

d) Number of loan applications received  As of year 2010 As of year 2012  

Total number for SEs                  

Total number for MEs                  

Total number for SMEs                  

Total number for LEs                  

Total number of applications received by the 

bank 

                 

e) Number of loan applications approved As of year 2010 As of year 2012  

Total number for SEs                  

Total number for MEs                  

Total number for SMEs                  

Total number for LEs                  

Total number of applications approved by the 

bank 

                 

f) Annual interest rate charged to the 

best (lower risk) customer for:  

As of December 

2010   

As of December 

2012  

 

Loans to SEs:       %       %  

Loans to MEs:       %       %  

Loans to SMEs:       %       %  
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Loans to LEs:       %       %  

g) Average maturity of loans As of December 

2010   

As of December 

2012  

 

Loans to SEs:                  

Loans to MEs:                  

Loans to SMEs:                  

Loans to LEs:                  

h) Currency of SME loans  As of December 

2012  

 

% of total SME loans in local currency        %  

% of total SME loans in foreign currency        %  

i) Purpose of SME loans  As of December 

2012  

 

Investment (% of total SME loans)        %  

Working Capital (% of total SME loans)        %  

Other (e.g. trade) (% of total SME loans)        %  

j) Amount of non-performing loans 

(NPLs).  Please express amount in FCFA and 

state the units (thousands, millions, etc.) 

As of December 

2010 

As of December 

2012 

 

NPLs to SEs        FCFA        FCFA  

NPLs to MEs        FCFA        FCFA  

NPLs to SMEs        FCFA        FCFA  

NPLs to LEs        FCFA        FCFA  

Total amount of NPLs at the bank        FCFA        FCFA  

k) Number of branches  As of December 

2010 

As of December 

2012 

Target in 3 

years (if 

known) 

Branches serving SEs                          

Branches serving MEs                         

Branches serving SMEs                         

Total number of bank branches                         

l) Number of loan officers As of December 

2010 

As of December 

2012 

Target in 3 

years (if 

known) 

Loan officers serving SEs                         

Loan officers serving MEs                         

Loan officers serving SMEs                         

Total number of loan officers working at the 

bank 

                        

Notes:      

 

 

 

5. Do you offer the following lending products to SMEs? [Put an X (by double-clicking on the 

box) next to the appropriate response and specify their number and amount] 

 Loans for working capital.  Number:      .  Amount:        FCFA 
 Loans for investment.  Number:      .  Amount:        FCFA  
 Asset based loans and property loans.  Number:      .  Amount:        FCFA 
 Credit lines.  Number:      .  Amount:        FCFA 
 Unsecured overdrafts.  Number:      .  Amount:        FCFA 
 Business credit cards.  Number:      .  Amount:        FCFA 
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 Trade financing.  Number:      .  Amount:        FCFA 
 Leasing.  Number:      .  Amount:        FCFA 
 Factoring.  Number:      .  Amount:        FCFA 
 Other, please specify:      .  Number:      .  Amount:        FCFA 

Notes:      

 

6. Of the revenues that SMEs currently generate, please indicate the breakdown (in 

percent).  If the exact breakdown is not available, please include an estimate and indicate 

this next to “Notes”. 
 Credit:                                                       % 

 Deposit/account management:                     % 

 Other transactions & fee based services:       % 

 Total SME revenue:                                   100 % 

 If different for SEs and MEs, provide figures separately.  

Notes:      

 

 

b) Determinants of the bank’s involvement with SMEs 

 

7. To what degree is SME lending driven by the following in your bank? [Put an X under the 

appropriate column.]  

 Not significant Significant Very significant 

 

Returns (profitability in the SME segment)    

Intense competition for large enterprises     

Intense competition for retail customers    

Excessive exposure to large enterprises    

Excessive exposure to retail customers sector    

Supply chain links (possibility to seek out 

SMEs through existing relations with large 

clients) 

   

Contributing to the economic development of 

the country 

   

 Availability of BRD or donor (e.g. World Bank 

or IFC) credit lines for SME lending 

   

Others (specify) 

                 

                 

                 

   

Notes:      

 

8. In the absence of credit lines provided by Development Banks, Government, or donors 

would your lending to SMEs: 

 Increase 

 Decrease 

 Stay the same 

Notes:      

 

9. Indicate to what degree the following factors are important obstacles to your exposure to 
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SMEs. Rate [by putting an X in the appropriate column under each heading] and specify 
up to the 3 most important aspects within these categories. Please provide further 
explanations if this could be helpful for understanding the issue under the ‘Notes’ field. 

 Not significant 

 

Significant 

 

Very 

significant  

Macroeconomic (economy-wide) factors 

E.g. macroeconomic instability, high interest 

rates, exchange rate risk, etc. 

List up to 3 most important factors (from 

examples above or any other factors that might 

be relevant): 

                 

                 

                 

Notes:      

   

Legal and regulatory framework affecting 

financial institutions 

E.g. collateral law, capital requirements, loan 

classification regulations, regulations regarding 

documents required from borrowers to qualify for 

loans, anti-money laundering (AML) regulations, 

etc.   

List up to 3 most important factors (from 

examples above or any other factors that might 

be relevant): 

                 

                 

                 

Notes:      

   

Legal and regulatory framework affecting 

SMEs 

E.g. bankruptcy regime; taxes; industry-specific 

regulations. 

List up to 3 most important factors (from 

examples above or any other factors that might 

be relevant): 

                 

                 

                 

Notes:      

   

Contractual environment 

E.g. contract enforcement, judicial efficiency, etc. 

List up to 3 most important factors (from 

examples above or any other factors that might 

be relevant): 

                 

                 

                 

Notes:      

   

Bank specific factors 

E.g. lack of interest at the bank, limited 

geographic coverage, lack of appropriate 

information technology tools (scoring and rating 
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models), lack of knowledge on how to evaluate 

SMEs, difficulty in designing appropriate 

products, high collateral requirements, etc. 

List up to 3 most important factors (from 

examples above or any other factors that might 

be relevant): 

                 

                 

                 

Notes:      

SME-specific factors 

E.g. poor quality of financial statements, inability 

of SMEs to manage risk, informality, lack of 

adequate collateral, etc. 

List up to 3 most important factors (from 

examples above or any other factors that might 

be relevant): 

                 

                 

                 

Notes:      

   

Characteristics of SME lending  

E.g. high fixed costs per transaction (relative to 

loan size), difficulty in standardizing products and 

procedures, difficulty in attaining scale 

economies, etc.  

List up to 3 most important factors (from 

examples above or any other factors that might 

be relevant): 

                 

                 

                 

Notes:      

   

Competition in the SME segment 

E.g. presence of public banks, presence of niche 

players, overall narrow margins, etc. 

List up to 3 most important factors (from 

examples above or any other factors that might 

be relevant): 

                 

                 

                 

Notes:      

   

Lack of adequate demand 

E.g. lack of sufficient demand, there is demand 

but from customers that are not credit worthy, 

etc. 

List up to 3 most important factors (from 

examples above or any other factors that might 

be relevant): 
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Notes:      

 

10. Provide your assessment of the risk, profitability and cost of SME loans relative to the LE 
loans.  

 SME loans are less … 

than LE loans 

SME loans are equally … 

as compared to LE loans 

SME loans are more … 

than LE loans 

Profitable    

Risky    

Costly    

Notes:      

 

11. If the following categories of government programs are offered in Burkina Faso, please 
comment on the effect that these have on your decision to lend to SMEs. [Put an X next 

to the appropriate response]. 

 Positive Negative Inconsequential 

Interest subsidies    

Guarantees    

Directed credit 

programs 

   

Regulatory subsidies 

(like lower 

provisions) 

   

Other 

Please specify:      

   

Notes:      

 

12. Please list the programs that you are familiar with that directly or indirectly affect your 

involvement with SMEs and discuss their additionality in terms of increased financing.  

This would include government programs and programs of international 

organizations/donors, such as interest subsidies or credit guarantees. 

Programs Does the program allow providing 

loans to SMEs that would not 

have qualified in the absence of 

the program?  

Does the program allow offering 

better lending conditions to clients 

(e.g. lower interest rates, longer 

term, etc.)? 

      

 

  

      

 

  

      

 

  

      

 

  

Notes:      

 

13. To what extent do you lend to SMEs based on government programs? [Put an X (by 

double-clicking on the box) next to the appropriate response.] 

 Extremely significant 

 Very significant 

 Significant 

 Marginally significant 
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 Not significant 

 If at all significant, please indicate the percentage of SME loans that are based on government 
programs:       

Notes:      

 

14. How do prudential regulations (capital requirements, regulations concerning loan 

classification, etc.) affect your involvement with SMEs? [Put an X (by double-clicking on 
the box) next to the appropriate response.] 

 Positively 

 Negatively 

 Inconsequential 

 Please explain:       

Notes:      

 

15. Give your impression of the burden posed by regulatory documentation requirements (if 

any) for lending to SMEs. [Put an X (by double-clicking on the box) next to the appropriate 
response.] 

 Excessive for almost all products 

 Excessive only for some products 

If so, explain which ones:      
 Appropriate and beneficial 

 Inconsequential  

 Other, please specify:       

Notes:      

 

16. If there are maximum regulatory lending rates, do they have an impact on your appetite 

for SME lending? [Put an X (by double-clicking on the box) next to the appropriate 
response.] 

 Yes 

 No 

 Please explain:       

Notes:      

 

 

17. Are there issues in registering collateral that inhibit secured lending to SMEs? [Put an X 

(by double-clicking on the box) next to the appropriate response.] 

 Yes.  Please explain:       

 No 

Notes:      

 

18. Are there issues in enforcing (seizing) collateral for SME lending? [Put an X (by double-

clicking on the box) next to the appropriate response.] 

 Yes.  Please explain:       

 No 

Notes:      

 

19. Do any tax related issues affect your appetite for SME lending? [Put an X (by double-
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clicking on the box) next to the appropriate response.] 

 Yes, positively  

 Yes, negatively  

 No 

 Please explain:       

Notes:      

 

20. Do you use a credit registry or credit bureau as part of the SME loan analysis process? 

[Put an X (by double-clicking on the box) next to the appropriate response.] 

 Yes 

 No 

a) Are credit bureaus effective at facilitating SME lending in your bank? [Put an X (by double-
clicking on the box) next to the appropriate response.] 

 Yes 

 No 

 If the service provided by the credit bureaus needs to be improved, explain how:       

Notes:      

 

21. Do you think the government could increase the appeal of SME lending through actions in 

the following areas? [Put an X (by double-clicking on the box) next to the appropriate 
response and explain how.]  

 Legal 

 
 Regulatory 

 
 Institutional 

 
 Guarantees 

 
 Subsidies 

 
 Credit bureaus 

 
 Judicial 

 
 Other, please specify:       

 

Notes:      

 

 

22. How would you qualify the impact, if any, of state-owned financial institutions on your 

appetite for SME lending? [Put an X (by double-clicking on the box) next to the 
appropriate response.] 

 Positive 

 Negative 

 Inconsequential 

 Please explain:       

Notes:      
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c) SME market 

 

23. What is your view on the size and prospects for the SME market in general, not just for 

your bank? [Put an X (by double-clicking on the box) next to the appropriate response.] 

 The SME market is small and prospects are bleak  
 The SME market is small but prospects are good 
 The SME market is big but prospects are bleak 
 The SME market is big and prospects are good 

 Other, please specify:       

Notes:      

 

24. What is the market structure of the SME loan market? [Put an X (by double-clicking on the 

box) next to the appropriate response.] 

 A small number of financial institutions (e.g. 2 or 3) dominate the market 
 The market is very segmented (e.g. there is a small number of banks with national reach and 

a large number of regional or sector specific players) 
 The market is atomized (many players are active and target similar SMEs) 
 Other, please specify:       

Notes:      

 

25. Have there been significant changes in the market for bank lending to SMEs in terms of 

competition, consolidation, and entry during the last five years? [Put an X (by double-
clicking on the box) next to the appropriate response.] 

 Yes 

 No 

 If yes, please explain:       

Notes:      

 

26. Who are the main players in SME financing? [Put an X (by double-clicking on the box) next 

to the appropriate response(s).] 

 Small banks  
 Large banks  
 Niche banks (microfinance banks, region specific, sector specific) 
 Public financial institutions 
 Non-bank financial institutions, please specify:       
 Other, please specify:       

Notes:      

 

 
 

II. Bank’s SME Business Model and Procedures  

 

 

This section tries to understand the bank’s business model for the SME segment and how the bank 

organizes itself to provide financing to SMEs, reduce the costs of financing SMEs, and mitigate the 

associated risks. 
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a) Marketing  

The questions in this section need to be addressed to the SME manager. 

 

27. Does the bank have a sector-specific focus in dealing with SMEs? [Put an X (by double-

clicking on the box) next to the appropriate response.] 

 Yes 

 No 

a) If yes, what are the top sectors pursued?  

       

b) Are any of the top sectors pursued by your bank supported/promoted by the Government?   

  

Notes:      

 

28. Does the bank have a specific geographic focus in dealing with SMEs? [Put an X (by 

double-clicking on the box) next to the appropriate response.] 

 Yes 

 No 

 If yes, please explain        

Notes:      

 

29. Which particular criteria does the bank use to determine the SEs and MEs it will target? 

[Rank the top 3 among the following (1= most important)] 

 SEs MEs 

Company size    

Geographic area where firm operates    

Industry sector to which firm belongs   

Product needs   

Expected profitability   

Exposure size   

Credit quality   

Previous/longstanding banking relation   

Other, please specify:         

Notes:      

 

30. What types of distribution channels does your bank have which are important for relations 

with SME clients? [Put an X (by double-clicking on the box) next to the appropriate 
response(s)] 

 Own branches  
 Mobile branches  
 ATMs 
 Points of sale 
 Agents (post office, retail outlets, other non-bank entities)  
 Internet banking 
 Self service (automated banking) 
 Phone banking 
 Other. Please specify: 

Notes:      
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b) Products  

The questions in this section need to be addressed to the SME manager. 

31. Please provide information on the breakdown of your top three loan products (e.g. 

overdrafts, lines of credit, leasing, etc.) by firm type (enter the % that each loan product 
represents out of the total portfolio by type of firm). 

Loan products SEs MEs  LEs  

1.        % of total SE 

lending 

     % of total 

ME lending 

     % of total LE 

lending 

2.        % of total SE 

lending 

     % of total 

ME lending 

     % of total LE 

lending 

3.        % of total SE 

lending 

     % of total 

ME lending 

     % of total LE 

lending 

Notes:      

 

32. What type and amount of fees did your bank charge on loans of the following type as of 

December 2012? If data are not available for December 2012, please provide the closest 
possible and specify the date. (Please indicate with a Yes or No in each cell; and if the 
response is yes, enter amount charged on a representative loan expressed in FCFA or as a 
percentage of loan amount).   

 Loans to SEs  Loans to MEs Loans to LEs 

Flat fee   No  

 Yes. Fee amount: 

      FCFA 

 No  

 Yes. Fee amount: 

      FCFA 

 No  

 Yes. Fee amount: 

      FCFA 

Fee expressed as a 

% of loan amount 

 No  

 Yes.  Fee amount: 

      % of loan  

Representative loan 

amount:       FCFA 

 No  

 Yes. Fee amount: 

      % of loan 

Representative loan 

amount:       FCFA 

 No  

 Yes. Fee amount: 

      % of loan 

Representative loan 

amount:       FCFA 

Notes:      

 

33. What type and amount of fees did your bank charge on loans of the following type as of 

December 2010? If data are not available for December 2010 please provide the closest 
possible and specify the date. (Please indicate with a Yes or No in each cell and if the 
response is yes, enter amount charged on a representative loan expressed in FCFA or as a 

percentage of loan amount).   

 Loans to SEs  Loans to MEs Loans to LEs 

Flat fee   No  

 Yes. Fee amount: 

      FCFA 

 No  

 Yes. Fee amount: 

      FCFA 

 No  

 Yes. Fee amount: 

      FCFA 

Fee expressed as a 

% of loan amount 

 No  

 Yes.  Fee amount: 

      % of loan  

Representative loan 

amount:       FCFA 

 No  

 Yes. Fee amount: 

      % of loan 

Representative loan 

amount:       FCFA 

 No  

 Yes. Fee amount: 

      % of loan 

Representative loan 

amount:       FCFA 

Notes:      

 

34. Please provide information on the maturity breakdown of your business loans by firm type 
as of December 2012 (the percentages in each row should add up to 100%).  If data for 

December 2012 are not available, please provide the closest possible and specify time. 

 

 

% of loans with 

maturity of 1 year 

% of loans with 

maturity of more 

% of loans with 

maturity of five 
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or less than one year 

and less than 

five years 

years or more  

1.  Loans to SEs as of          

2.  Loans to MEs as of          

3.  Loans to LEs as of          

Notes:      

 

35. Please provide information on the maturity breakdown of your business loans by firm type 

as of December 2010; and if not available, please provide the closest possible. The 
percentages in each row should add up to 100%.  

 

 

% of loans with 

maturity of 1 year 

or less 

% of loans with 

maturity of more 

than one year 

and less than 

five years 

% of loans with 

maturity of five 

years or more  

1.  Loans to SEs as of          

2.  Loans to MEs as of          

3.  Loans to LEs as of          

Notes:      

 

36. How do you mitigate costs of SME loans?  

     

 

Notes:      

 

37. Do you offer the following saving products to SMEs? [Put an X (by double-clicking on the 

box) next to the appropriate response(s).] 

 Cheque accounts 
 Savings accounts  
 Time deposit accounts 
 Other, please specify:       

Notes:      

 

38. Do you offer the following transaction and fee based services to SMEs? [Put an X (by 

double-clicking on the box) next to the appropriate response(s).] 

 Cash management 
 Payroll and pensions/retirement payments 
 Other payment services 
 Foreign exchange 
 Business training, technical training, coaching  
 Outsourced back office facilities (e.g. accounting or book-keeping)  
 Other, please specify:       

Notes:      

 

39. Do you offer any services to your SME clients for free? [Put an X (by double-clicking on the 

box) next to the appropriate response.] 

 Yes 
 No 

If yes, please specify which services you offer for free 



 

57 

 Payment services 
 Business training, technical training, coaching  
 Outsourced back office facilities (e.g. accounting or book-keeping)  
 Other, please specify:       

Notes:      

 

40. List the main non-lending products you offer to SMEs ranked from the most profitable to 

the least profitable.  

1.  

2.  

3.  

4.  

5.  

Notes:      

 

41. Has there been a change between 2010 and 2012 in the products you offer to SMEs? [Put 

an X (by double-clicking on the box) next to the appropriate response.] 

 Yes 

 No 

a) If yes, please specify how [put an X (by double-clicking on the box) next to the appropriate 
response(s)] and list affected products. 

 Elimination of products. List products: 

 Offering of new products. List products: 

 Relative importance of some products has declined.  List products: 

 Relative importance of some products has increased.  List products: 

Notes:      

 

42.  What aspects of the SME banking business are centralized and at what level? [Put an X 

under the appropriate column.] 

 Only done at 

headquarters

/ regional 

head office  

Only done at 

branches 

Done 

primarily at 

headquarters 

/ regional 

head office 

Done 

primarily at 

the branches 

Done both at 

headquarters

/ regional 

head office 

or branches 

(bank allows 

for both) 

SEs MEs SEs MEs SEs MEs SEs MEs SEs MEs 

Sale of non-

lending products 

          

Loan assessment           

Loan approval           

Risk management           

Non-performing 

loan recovery 

          

Notes:      

 

c) Credit risk management process 

The questions in this section need to be addressed to the bank’s credit risk manager. 
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43. How is the credit risk management function for loan origination organized in your bank? 

[Put an X (by double-clicking on the box) next to the appropriate response(s).] 

 Risk management is separated from sales (different persons) 
 Risk management and sales are performed by the same person/group 
 Risk management is largely automated (e.g. through scoring) 
 Risk management is mostly done by a credit risk analyst 
 Risk management is done primarily from headquarters 
 Risk management is done primarily at the branch level 
 Other, please specify:       

Notes:      

 

44. Does your bank have any of the following credit limits for the approval of SME loans? [Put 

an X (by double-clicking on the box) next to the appropriate response(s).] 

 Yes, limits exist for the overall bank SME portfolio  
 Yes, limits exist per sector of activity of SMEs  
 Yes, limits exist per lending product 
 Yes, limits exist per SME 
 Yes, limits exists per individual loan per SME  
 No set limits exist 

 If no limits exist, please explain how the bank manages its credit risk:       

Notes:      

 

45. How would you qualify your bank’s involvement with SMEs in terms of loan origination and 

monitoring? [Put an X (by double-clicking on the box) next to the appropriate response(s). 

If the response is different for SEs and MEs please specify so] 

 The bank mainly approves SME loans through relationship lending (i.e. mostly based on soft 

information gathered by the loan officer through continuous, personalized direct contacts with 

the SMEs, their owners, managers and the local community in which they operate).     
 The bank mainly approves SME loans through transactional technologies that facilitate arms-

length lending (such as credit scoring, standardized risk rating tools and processes, factoring, 

leasing, etc).  
 The bank keeps a close relationship with SME clients to monitor loans (e.g. through post 

approval site visits, continuous interaction with client, frequent reporting requirements, etc).    
 The bank relies more on automatically generated preventive indicators/triggers for monitoring 

purposes than on a continuous personalized direct contacts with the client.  
 Other.  Please explain:       

Notes:      

 

46. Does your bank use scoring models to approve loans to SEs? [Put an X (by double-clicking 

on the box) next to the appropriate response(s).] 

 Yes, approval is completely done by scoring.  Please specify the loan range or size over which 
scoring is used to approve loans: from       to       FCFA.   

 Yes, but scoring is only an input in loan decision.   

 Yes, but scoring is only used for certain products.  Please specify:       

 No, scoring plays no role in loan decision. 

Notes:      

 

47. Does your bank use scoring models to approve loans to MEs? [Put an X (by double-
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clicking on the box) next to the appropriate response(s).] 

 Yes, approval is completely done by scoring.  Please specify the loan range or size over which 
scoring is used to approve loans: from       to       FCFA.   

 Yes, but scoring is only an input in loan decision.   

 Yes, but scoring is only used for certain products.  Please specify:       

 No, scoring plays no role in loan decision. 

Notes:      

 

48. If your bank uses scoring models, put an X (by double-clicking on the box) next to the 

appropriate response(s). 

 The model is country specific 
 The model is sector specific  
 The variables used are mostly collected from credit bureaus  
 The variables used are mostly collected from other public sources  
 The variables used are mostly collected from internal sources  
 The variables used are submitted by the client 
 We score just the SME  
 We score just the owner  
 We score both the owner and the SME  
 Other, please specify:       

Notes:      

 

49. Does the credit analysis rely on qualitative assessments? [Put an X (by double-clicking on 

the box) next to the appropriate response.] 

 Yes 

 No 

a) If yes, does the bank use the following variables? [Put an X (by double-clicking on the box) 

next to the appropriate response(s).] 

 Rating the quality of SME management 

 Strength, weaknesses, opportunities, and threats (SWOT) analysis of the SME  

 Viability of the business idea 

 Realistic assessment of market size and potential 

 Entrepreneurial character of the owner 

 Other, please specify:       

Notes:      

 

50. Does the credit analysis rely on quantitative assessments? [Put an X (by double-clicking 

on the box) next to the appropriate response.] 

 Yes 

 No 

a) If yes, does the bank use one of the following? [Put an X (by double-clicking on the box) next 
to the appropriate response(s).] 

 Financial analysis of the SME   

 Projected sector trends/indicators 

 Financial projections of the SME 

 Financial analysis of the SME owner(s) 
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 Other, please specify:       

Notes:      

 

51. Please indicate how important for your bank the following factors are in making decisions 

regarding loans to the following types of enterprises.  Rank importance from 1 to 8 (1 

being the most important) for each type of enterprise.    

 For SEs  For MEs For LEs  

1. Collateral    

2. Financial assessment of the business    

3. Firm’s credit history with your bank     

4. Firm’s credit history from a credit bureau    

5. Firm’s owner characteristics    

6. Other. Please specify:     

Notes:      

 

52. Describe collateral requirements across segments. Fill each cell, separating SEs and MEs if 

possible. 

 

 

 

 

Segments 

Do you 

require 

collateral?   

Percentage of 

loans requiring 

collateral (i.e. 

percentage of 

the portfolio 

that is 

collateralized) 

For a 

representative 

loan, what is 

the ratio 

between loan 

and collateral 

value?  

Is movable 

collateral 

(excluding 

guarantees) 

acceptable?  

If the loan 

is secured 

by 

collateral, is 

the interest 

rate 

charged 

lower? 

SME loans      

SE loans (if 

possible) 

     

ME loans (if 

possible) 

     

LE loans      

Notes:      

 

53. If collateral requirements are higher for SMEs than for LEs, indicate which of the reasons 

below apply or list up to 3 other factors. [Put an X (by double-clicking on the box) next to 
the appropriate response(s).] 

 SMEs lack adequate financial information  
 SMEs are more informal 
 SMEs have worse management  
 SMEs are harder to evaluate 
 SMEs are harder to prosecute  
 SMEs’ collateral more difficult to seize in case of default 
 Other, please specify:       
 Other, please specify:       
 Other, please specify:       

Notes:      

 

54. What types of assets are commonly used as collateral for lending to the following type of 

enterprises? Rank importance from 1 to 7 (with 1 being the most important) for each 

type of enterprise. 
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For SEs For MEs  For LEs  

1.  Land    

2.  Equipment    

3.  Real estate    

4.  Livestock    

5.  Bank/personal guarantees    

6.  Cash and other liquid assets    

7.  Other. Please specify:    

Notes:      

 

55. How do you mitigate risks of SME loans?  

     

 

Notes:      

 

56. Does the bank manage the credit exposure to SMEs using a portfolio approach? [Put an X 

(by double-clicking on the box) next to the appropriate response.] 

 Yes 

 No 

a) If yes, does your bank seek portfolio diversification effect through any of the following? [Put an 
X (by double-clicking on the box) next to the appropriate response(s).] 

 Sector allocation 

 Geographic allocation 

 Scale 

 Other, please specify:       

Notes:      

 

 

 

c) Bad Loans Recovery 

 

57. After how many days is a non-serviced SME loan considered overdue? If there are 

differences across products please specify.   

       days 

Notes:      

 

58. After how many days is a non-serviced SME loan moved to non-accrual?  If there are 

differences across products please specify.   

       days 

Notes:      

 

59. Do you have a dedicated SME loan recovery unit? [Put an X (by double-clicking on the 
box) next to the appropriate response.] 

 Yes 

 No 

Notes:      
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60. Please provide the following data if available. If you do not keep track of these variables 

please indicate so. 

 SME loan LE loan 

How long does it usually take to recover a non-

performing? 

      months       months 

What is the typical share of recovery?        % of loan 

value 

      % of loan 

value 

What is the usual cost to recover?       % of loan 

value 

      % of loan 

value 

Notes:      
 

 

 

 

 

 


