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Main messages

1. Financial markets sometimes fail; in 
developing countries liberalized markets 
have failed to be inclusive 

2. SMEs are particularly critical for 
investment, employment and economic 
growth

3. Developing country governments should 
play a more active role through national 
development banks and other programs to 
support SMEs

4. Such interventions would be more effective 
as part of a coherent industrial strategy



Percentage of banked 
households, 2009
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Share of informal SMEs in 
Labour Force and GDP (%)
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Share of SMEs in formal mfg. 
employment and GDP (%) 
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SME financing gap

• There are between 365 million and 445 
million SMEs in developing and emerging 
market countries

• Approximately 85 percent, or 310 million to 
380 million of these suffer from credit 
constraints

• These SMEs require an additional $2.1 
trillion to $2.5 trillion to fully meet their 
financing needs

• Less than 10 percent (30 million) are formal 
SMEs
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Canada’s Business 
Development Bank

• BDC is wholly owned by, but operates independently 
of, the federal government

• BDC focuses on lending to Canadian SMEs

• For over 10 years it has earned profits ($347 million 
in FY 2011) and returned a dividend to GoC ($50.1 
m)

• Paid-in capital is $2.8 billion; retained earnings $1.2 
b; shareholder’s equity $4.0 b, implying a return on 
equity in 2011 of 9.5%

• Federal investment supports $17.5 billion asset 
portfolio, mostly in direct loans to SMEs
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