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Foreword from Lauren Couch
A cocktail of industry headwinds such as post-lockdown recovery, geopolitical 
instability and skyrocketing inflation has led many businesses to experience 
significant cash flow problems in the past 12 months. 

Subsequently, a number of businesses are realising the need for external 
support if they wish to grow, yet data suggests that awareness of where and 
how businesses can access the funding they need for this, is low. Furthermore, 
trust in traditional funding streams, such as that from the high street banks, is 
on the wane. Traditional lenders have tightened their lending criteria, favouring 
existing clients and established businesses over SMEs. And with interest rates 
predicted to rise even further in the coming months, borrowing costs are set 
to dramatically increase for businesses and consumers alike. 

These challenges have left many small to medium businesses looking for an alternative funding solution that 
will provide a cash buffer for the increasingly unpredictable landscape, however many are not aware of the full 
span of lending options available to them.

Invoice finance, for example, can enable businesses to secure an advance on their unpaid invoices, effectively 
unlocking the capital that is usually tied up in their debtor book. Asset-based lending is another example; 
enabling firms to leverage assets such as accounts receivables, stock and even machinery to facilitate 
investment and improve cash flow.

Seemingly, awareness of these types of funding streams and subsequent perceptions of them, is a challenge that 
lenders must still overcome.

In this report, we will explore the lending options available to businesses beyond traditional bank loans, how the 
funding market is evolving and, crucially, how different parties perceive this change. 

Is there a disconnect between lenders and business leaders when it comes to perceptions of certain lending 
products, such as invoice finance? Do businesses’ and lenders’ opinions differ on how the process of accessing 
finance has progressed over the years? More ambitiously, is it possible to de-stigmatise debt and educate on 
debt funding’ s role as a necessary, or even desirable, tool to expedite growth?

Our Don’t Bank On It report aims to highlight some of these key issues. The insights are based on the findings 
of a survey conducted with a representative sample of 300 UK SME business leaders. It aims to understand 
and establish their attitudes to lending and growth beyond the banks, paying particular attention to specific 
products that are often misconstrued, such as invoice finance.

About Growth Lending
Founded in 2011, Growth Lending specialises in providing fast, flexible and tailored funding for high-calibre  
B2B businesses. 

The team – which is based across the globe, with offices in London, Manchester, Bristol, Birmingham, Leeds, 
Atlanta, Cape Town and the Philippines – has decades of experience with institutional lenders, alternative 
finance and invoice discounting providers, giving Growth Lending the confidence to lend quickly and offer 
flexibility to businesses where other lenders will not. 

Growth Lending can provide term loans, venture debt, invoice discounting and multi-currency invoice finance, 
with each product tailored to fit a firm’s specific needs. The lender has delivered more than £350 million in 
lending during the past two years.
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Executive Summary
We surveyed UK SMEs across a range of different sectors to understand their cash flow challenges and their 
experiences of traditional versus alternative sources of finance. Here is a selection of the key findings:

Almost three-quarters of SMEs 
experience late payments from  

their customers 

One third of SMEs experience late 
payments on at  

least a monthly basis  

Two thirds of late payments are 
worth up to £50,000, while 9% are 

worth more than £1m

27% say that there is a lack of 
education available around 

alternatives to traditional lending 

Despite the scale of the late 
payments problem, almost half of 

firms are not aware of invoice finance 
as a form of funding

Of the SMEs that would not consider 
alternative lenders, 31% said this is 
because the lender may go out of 

business or will not have the requisite 
funds to support them 

Late payments cripple SME cash flow

Awareness of funding options is lacking 

73%

27%

33%

49%

67%

31%
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61% of businesses cite an 
unwillingness to get into debt as their 

main reason for not raising finance

Just one in five SMEs see debt 
as a necessary part of growth  

26% of 18-44 year olds believe 
that debt is a necessary part of 

growth, compared to 8% of 
those aged 55-64 

One in four businesses are 
seeking private investment 
to grow – more than bank 

loans at 22% 

17% of businesses plan to 
grow using invoice finance 

Fears around the current 
environment hold back 

almost a third of  
SMEs from seeking  
external investment 

Nearly a fifth of SMEs are 
trying to raise funds to 

cover increased overheads

30% of SMEs are less likely 
to borrow from traditional banks 

than previously 

When asked why, nearly one in 
three report that their trust has been 
eroded by events such as the 2008 
banking crisis and the treatment of 

firms by banks during Covid-19

Nearly a quarter of respondents 
report that terms from traditional 

banks are unsustainable for 
their business

Attitudes towards debt hold SMEs back

Businesses seek alternative avenues to grow 

Trust and willingness to work with traditional banks is falling 

61%

25%

30%

20%

17%

29%

26%

32% 19%

23%
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1. The cash flow catastrophe  

A third of SMEs experience late payments on at least 
a monthly basis
Amid the current geopolitical chaos, SMEs are experiencing an unprecedented strain on cash flow, with firms 
counting every penny as they search for the right growth formula, or fight for survival. 

Late payment, which refers to payments recieved outside of agreed payment terms between two parties, has long 
been understood as a critical issue for both individual businesses and the economy as a whole. The UK government’s 
Prompt Payment Policy dates back to 2015, while the EU’s Late Payment Directive was adopted in 2011. Despite 
these policy moves, late payment remains an issue and is a significant impediment to growth for many businesses.

Unfortunately, the continued hard work of business owners is being crippled by the age-old problem of not 
being paid on time for goods and services that have already been provided. The scale of the problem is 
especially significant for SMEs, with almost three quarters (73%) experiencing late payments from customers. 
In fact, 19% of respondents said they experience late payments on a monthly basis, while one in seven (14%) 
experiences late payments at least weekly. This equates to a third of SMEs (33%) experiencing late payments 
on at least a monthly basis, placing incredible strain on cash flow and piling additional stress onto business 
leaders that are already navigating a challenging landscape.

Our research also highlighted the vast amounts of capital tied up with debtors, as two thirds of those surveyed 
admit at least £50,000 is tied up in late payments. Moreover, 30% of those experiencing late payments from 
customers are owed between £50,000 and £100,000 and most shockingly, almost one in ten (9%) have more 
than £1m of capital unavailable due to late payments, on average. That is a huge amount of money that SMEs 
cannot use for mission critical operations such as paying staff, ordering supplies and meeting rising energy 
bills. And, with the rising cost of living and soaring inflation threatening business growth and even survival, late 
payments are a burden that many  SMEs simply cannot afford to shoulder.

The sectors worst hit by these issues include 
technology and insurance, with a third of 
respondents in each sector experiencing late 
payments monthly. Monthly late payments are 
also an issue for 28% of healthcare respondents 
and a quarter of those surveyed in property. 
Manufacturing and financial services sectors 
also struggle with regular late payments, causing 
issues on a monthly basis for 23% and weekly for 
9%, enabling the shortfall to rapidly mount up. 
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Case study: The Fragrance Group

£600k invoice discounting facility

Specialising in the creation, marketing and 
distribution of fragrance and beauty products, the 
firm suffers from the seasonality of the festive period.

Invoice finance provided the required working capital 
for the group to continue on its upward growth 
trajectory, including several new product launches 
and the acquisition of new brands to its portfolio.

1 in 10 firms with late payments 
are owed more than £1m



2. Why are SMEs seeking funding?

A third of businesses are still fundraising for growth
Funding is the lifeblood of a business. Without access to cash, businesses stagnate, begin to struggle and can 
ultimately fail. The veracious monthly appetite for cash from payroll, business rates, rent, supplier bills and 
operational costs requires constant feeding and if all of a firm’s capital is tied up in these day-to-day expenses, 
where is the headroom for growth investment or contigency planning? 

As we have seen, late payments are clearly causing bottlenecks to SME cash flow, but how much of this cash 
demand is being met through borrowing? What are the reasons businesses are seeking funding? Our research 
has identified that SMEs are currently seeking finance for a variety of different reasons, not just to plug 
operational cash flow holes.

Main reason for raising funds

Of the respondents that said they were trying to raise funds, a third (33%) cited growth as their main reason for 
doing so. Almost a quarter (23%) said they were seeking funding to raise additional working capital, possibly to 
create a buffer to mitigate the impact of late payments. Responses also suggest that many SMEs are relying on 
finance to stay afloat against a backdrop of rising costs, with 19% seeking funding to cover increased overheads 
and 14% citing contingency planning in the current environment. 

In contrast, seeking funding to hire more staff (6%), invest in research and development (R&D) (3%), or 
undertake M&A, MBO or MBI activity (2%) ranked significantly lower, suggesting that SMEs are navigating the 
current landscape with increased caution and contingency planning. Our research also identified that 32% of 
SMEs are holding back from raising external investment due to the current trading environment. 

A third of SMEs have paused fundraising activity as they ride out the 
uncertainty of the current trading environment

Caution seems to be the watchword for some business leaders, whose confidence has eroded to the extent 
that one third have paused fundraising decisions altogether. That still leaves a significant majority that continue 
to utilise lending products for a variety of business needs.

To cover
overheads

19%

Growth Working
capital need

Hiring R&D M&A / MBO /
MBI activity 

33%

23%

Contingency
planning

14%

6% 3% 2%
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3. The changing face of finance 

SMEs still unaware of non-traditional funding options
Banks no longer the “go-to” choice for SMEs
With the traditional banks following rigid credit processes and becoming increasingly selective regarding their 
clients, many now work only with established, profitable businesses. It is arguable that these lenders have 
withdrawn from all but the safest markets, turning their collective backs on swathes of the UK’s SMEs. 

However, companies that do not satisfy the strictest interpretation of these requirements do have options, 
thanks to a range of innovative products from organisations eager to fill the lending gap. In fact, our research 
highlighted that increasingly, SMEs are turning their backs on banks: 30% of respondents said they are less 
likely to borrow from a traditional bank than they were previously, with 13% saying that they now prefer to seek 
alternative funding arrangements. 

Reasons for moving away from banks:

When asked why they are less likely to borrow from banks now than in the past, 29% of respondants said this was 
because they had been turned down for funding by a traditional lender, causing them to rule these lenders out 
as a borrowing option for the future.

Furthermore, incidents such as the 2008 financial crisis and the negative treatment many businesses 
experienced at the hands of traditional banks during Covid-19, have soured perceptions for many, with 29% 
pinpointing these as factors that have eroded their trust in the traditional lending institutions. Although banks 
lent heavily during Covid-19 via Government-backed schemes, their declining capacity has led to lending criteria 
tightening further, putting traditional routes even further out of reach for SMEs. 

Our research also identified that 23% do not see banks as a fit-for-purpose solution due to terms being 
“unsustainable for their business” and 21% said that they had previously borrowed from an alternative lender 
and had a positive experience, suggesting they would favour this route for any future funding. 

While bank borrowing used to be the first port of call for businesses looking to raise funds, our research shows 
that it has been overtaken by other forms and is no longer the “go-to” option. One in four businesses (25%) now 
seek private investment to grow, ranking second only to using business profits (45%). Comparatively, seeking a 
loan from a traditional bank was a consideration for 22% of firms.
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Less trust Been turned
down previously

Better experience
with an alternative lender 

Terms are
unsustainable 

To avoid debt

29% 29%

21% 23%
27%



Perceptions of alternative funding streams are holding businesses back
Naturally, if businesses are turning away from traditional lending institutions, other forms of finance must fill the 
gap. Yet, our research highlighted a lack of awareness and education among SMEs of the alternative funding 
options available to them, such as invoice finance, asset-based lending and private investment.

It is clear that many forms of funding are flying under the radar for SMEs and this could be having a detrimental 
impact on their ability to survive and grow. For example, despite the huge amounts of capital tied up in late 
payments, 49% of SMEs do not appear to be aware of the ability to alleviate this burden through invoice 
finance, or the potential to unlock working capital through asset-based lending. In fact, 16% of SMEs were not 
aware of any of these alternative forms of funding, making it likely they would attempt to pursue the traditional 
bank loan route to access funds, despite it not necessarily suiting the needs of their business.

It also appears that existing perceptions of alternative lending streams may be impacting SME decision-making. 
UK Finance, which represents more than 300 firms across the industry, carried out research to explore why the 
take-up of invoice finance is still relatively low among SMEs and what they perceive the barriers to be. 

The project identified that invoice finance has an image problem within the SME community, with some 
expressing the view that invoice financing was for “struggling businesses”, while others saw it as a lending option 
of “last resort”. Some even felt they would be “failing as a business person” if they were unable to ride out the 
usual cash flow challenges on their own. 

However, these views had been formed based on a lack of understanding of invoice finance from the 
participants and perceptions began to change after they had receieved just a small amount of education. 
At the beginning of the research, just 16% said they found invoice discounting appealing, with 15% saying the 
same about invoice factoring. Yet once a brief explanation of the products was provided, 32% of respondents 
said they found invoice discounting appealing and 26% said they found factoring appealing. SMEs generally 
adopted more positive attitudes to invoice finance once they understood more about the products, citing cash 
flow and funding for investment and expansion as the key benefits. 

Insights from first hand experience: 
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Case study: Craftwork

Quality contract furniture specialist

“I used Growth Lending to raise funds because 
the options were varied and the team took the 
time to talk me through each of them. I also felt 
confident I would not just be a number; that 
they would be a part of my team with a vested 
interest in how the business was performing 
and that future support for our growth would be 
there if we need it.

There is still a lack of knowledge about lenders 
such as Growth Lending, which leads small 
businesses to be wary of what they can do and 
offer. I also feel that small business owners are 
concerned that they are not the right size to be 
talking to the likes of Growth Lending and that 
the other finance options available are for much 
bigger businesses.”

Richard Carr, Managing Director

Case study: GS Verde

Corporate finance experts

“In our experience, Alternative Business Lenders 
(ABLs) such as Growth Lending are able to offer 
funding that more traditional lenders cannot, 
due to greater flexibility on their lending criteria 
and the innovative funding structures that they 
are able to offer.

Clients are often not aware of the availability 
of this type of funding to support transactions 
and growth plans, yet these lenders are usually 
our first port of call, particularly when we are 
advising SME clients. 

The credit approval process also tends to  
be more streamlined and efficient than some  
of the more traditional funders, leading to  
faster decisions.”

Mike Fenwick, Associate Director



Non-traditional lenders still have barriers to overcome
There is little doubt that while alternative forms of finance are growing in popularity and enjoying a more 
positive reputation among SMEs, there is still some way to go. 

Of the respondents that said they would not currently be willing to try alternative funding options, 34% said they 
did not want to get into debt and 31% said they would be worried about a less-established lender going out of 
business, or not having the funds needed to support them. The stigma surrounding debt is a wider issue, affecting 
traditional and non-traditional lenders alike, but concern around the robustness of a less-established lender is one 
that must be addressed if SMEs are to feel comfortable seeking funding from somewhere other than a bank.

Our survey identified a lack of education available to businesses around the alternatives to traditional lending 
(27%), which is a likely contributor to the above problem, with 15% of business leaders admitting they are unsure 
what alternative funding options are available to a business such as their own.

Interestingly, 13% of respondents said they have had a negative experience with an alternative lender, citing 
this as a reason they would not persue non-traditional finance in the future. Given the wide variety of non-
traditional funding streams available to businesses, this perceptiom may suggest the need for further 
education on just how varied the selection is.

Finance is a source of nervousness for many, so it is little wonder that business 
leaders trying to raise funds for the first, or even second time, are more tempted to 
stick with what they know and seek out advice from their high street bank. But the 
fundamental truth is that these institutions are not designed for the first, second, or 
even third time borrower.

Rigid lending criteria and processes can work for more established firms that have 
a strong performance history and experienced internal teams – Chief Finance 
Officers, Finance Directors – that can negotiate and manage the fundraising process 
for them, but younger, less-established and fast-growing businesses are often not a 
good fit for a bank’s risk profile.

The worry is that these fast-growing firms get rejected by a bank and think they have 
exhausted all their options. It is a struggle to navigate the sheer volume of lenders 
and when it comes to finding the perfect fit, it can be hard to know where to start.

Non-traditional lenders differ wildly in the products they offer, their approach to 
lending and how they work with SMEs. As a lender, we must take responsibility for 
educating on these differences and giving business leaders comfort that they are 
working with highly experienced lending professionals that joined a non-traditional 
lender specifically to support more growing businesses.”

Vicki 
Taylor 

Principal
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27%
of businesses 
believe there is a lack 
of education around 
non-traditional 
funding options



4. Managing debt stigma 

Younger business owners more likely to percieve debt as a 
positive instrument for driving growth
If utilised effectively, debt is an invaluable tool for unlocking a business’ growth potential. Yet it is still seen as a 
“dirty word” by consumers and businesses alike, due to the perceived potential for debt to spiral out of control 
and create financial difficulty when not properly managed.

Some of this stigma is due to consumers’ relationship with personal debt, but the knock-on impact is that 
negative perceptions hold back the growth ambitions of business leaders. For example, only 20% of SMEs 
see debt as a necessary part of growth, yet for many businesses it is an essential part of funding product 
development, team expansion and the ability to scale up. 

Interestingly, attitudes towards the necessity of debt for growth differ considerably between age groups. Of 
those surveyed in the 25-34 age group, 26% agree that debt is necessary, opposed to just 8% of those in the 
55-64 age range. These findings may reflect the fact that negative connotations associated with debt have 
reduced over time, with younger generations feeling that there is less stigma attached to this form of finance. 
Or, with a lifetime ahead of them to pay off debt, younger entrepreneurs are simply less risk averse. For family-
owned businesses, it may be that the company’s approach to debt changes as ownership is passed down to the 
next generation, who view debt in a more positive light. 

Debt fears play a key role in business leaders’ hesitations to seek a bank loan or try alternative finance. When 
asked why they were now less likely to borrow from a traditional bank, 27% of respondents said that it was due 
to fears around getting into debt. Meanwhile, one in three SMEs (34%) are not willing to try finance from an 
alternative provider for the same reasons. 

Our research highlighted that not only is debt widely perceived as a threat, or something to be ashamed of, but it is 
also more commonly associated with alternative lending streams than it is with bank loans in the SME community.

Despite this, it seems that awareness of the growth potential that debt can create is rising, particularly among 
younger business leaders. For innovative businesses able to see beyond the stigma, good debt can unlock 
an array of opportunities and be fundamental to helping them win market share, scale up and continue on an 
upwards growth trajectory. 
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are 3.25x more likely
to think debt is a necessary

part of growth than



Conclusion:  Forward-thinking funding for  
forward-thinking SMEs

Although banks are still the commonly associated route to business finance, awareness and use of alternative 
lending streams is steadily growing. 

However, our research highlights that there is still some way to go until these non-traditional funding streams 
are on an even footing with traditional lending in the eyes of the SME community. There needs to be greater 
education around alternative lenders and the various funding methods available to SMEs to reduce the 
negative stigma around debt and empower business leaders to use assets and capitalise on opportunities to 
their full potential.

Particularly amid a backdrop of soaring costs, rising interest rates and plummeting 
consumer confidence, it has never been more crucial for SMEs to look outside 
traditional avenues for the funding they need to survive, and thrive, in the coming 
months. And, with the UK set to face its longest recession in history, the time to act 
is now. It is possible that businesses will face a dwindling choice of lenders as the 
economic situation causes them to retreat. By starting the funding journey now, 
business leaders are likely to have more options and increased chances of support 
from the right lender.

While traditional financial institutions may still work for some, they are no longer the be-all-and-end-all, nor 
even a particularly good fit for many forward-thinking SMEs in the current business landscape. Modern financial 
problems require modern financial solutions and those ambitious businesses that are willing to look beyond 
traditional funding avenues in favour of lesser-known, but better-fit alternatives, will be well-placed to stand out 
from the competition, buck the industry trend and thrive during the coming months.

This research shows us what many in the industry already know: there is still a lack of 
understanding around the funding options available to growing businesses. 

This is why one of Growth Lending’s organisational goals for 2023 is to help educate 
our local markets on what is available. 

Through our regional lending teams we intend to engage with early stage 
businesses, incubators and industry bodies, as well as increase awareness of product 
availability via videos, webinars and thought leadership. 

If you are interested in collaborating with us on any of the above, do not hesitate to 
get in touch.

Jack 
Trowbridge 
Commercial 

Director
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Glossary
ABL: Asset based lending is the business of loaning money in an agreement that is secured by collateral. 
An asset-based loan or line of credit can be secured by inventory, accounts receivable, equipment or other 
property owned by the borrower. The asset-based lending industry serves businesses only, not consumers, and 
is also known as asset-based financing.

Alternative lender: Usually refers to lending routes outside of the high street banks, however we prefer the 
term “non-traditional lender” as it better aligns with the innovative and disruptive nature that non-bank lending 
is all about.

Growth Lending: A leading provider of growth finance and working capital to growing SMEs in the UK and 
further afield. 
 
Invoice finance: Enables a business to secure an advance on an outstanding invoice, or invoices, usually of 
between 80 and 90%. This supports business cash flow by minimising the amount of time that a business 
spends out of pocket, waiting for long payment terms. Invoice finance in its simplest form works on an invoice-
by-invoice basis.

Invoice discounting: Similarly to invoice finance, invoice discounting enables a business to secure an advance 
on outstanding invoices, but by leveraging a pool of invoices or debtors, rather than an individual invoice, the 
business can gain access to a much larger sum. This can then be used to boost cash flow – like invoice finance 
– but it can also be used to raise capital for larger strategic activity such as mergers and acquisitions or product 
development. 

SME: Small and medium enterprises: exactly the type of business that Growth Lending likes to invest in

Term loan: A form of debt finance that enables a business to draw down a sum of money over an agreed 
period of time, usually several years. Like other forms of debt, the business will then repay the original sum, plus 
interest at regular instalments over the term of the loan. 

Working capital: Liquid capital that a business can use for day-to-day operations, including payroll, premises 
costs and strategic activity such as sales and marketing spend.
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To find out more about our services and how we can support your SME on its growth journey, please get in 
touch using the contact details below, or at growth-lending.com

Jack Trowbridge | Commercial Director 
London
E  jack.trowbridge@growth-lending.com 
T  07525 118 397

Kelvin Thomas | Principal 
South West and Wales
E  jack.trowbridge@growth-lending.com 
T  07742 514 101

Tom Stewart | Regional Director 
London
E  tom.stewart@growth-lending.com 
T  07783 767 260

Julian Hornby | Principal 
London
E  julian.hornby@growth-lending.com 
T  020 3854 3530

Michael Collins | Business Development Manager 
Leeds
E  michael@boostandco.com 
T  07553 230 959

Vicki Taylor | Principal 
Manchester
E  vicki.taylor@growth-lending.com 
T  07123 456 789

Get in touch 

Growth Lending’s approach 
We know how important funding is for the growth journey of innovative SMEs, which is why we are eager to 
offer our support, whether firms are just beginning their fundraising process, or are preparing themselves for 
the next step of their growth plans. 
 
We believe that the funding process should be smooth and transparent – take a look at ours below:

Step 1:  
Tell us about your 

business, your key 
challenges and any 

growth initiatives

Step 2:  
Receive a funding 

offer

Step 3:  
Help us verify your 

suitability for one of 
our facilities

Step 4:  
Receive funds – in 

as little as 48 hours 
once onboarded
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