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Figure 4b: Percentage of Firms Considering Factor as Major Obstacle in 2005 
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Source: BEEPS (2005). 

4.3 Effects on Trade Finance 

Some questions in the BEEP Survey focused on financing obstacles. Here, more than 50% 
of SMEs considered high interest cost as a major obstacle and this share was the same 
among different groups: exporters, non-exporters, importers, and non-importers. The next 
three major obstacles cited in 1999 - collateral requirements, access to long-term loans, 
bank bureaucracy—  were cited by a far lower percentage of firms that considered them as 
major obstacle (Figure 4). Interestingly, the ranking of these three factors permutes 
depending on whether the firms engaged directly in trade or not. In particular, for direct 
exporters and importers, collateral requirements came second, followed by access to long-
term finance, and bank bureaucracy, while for non-exporters and non-importers, access to 
long-term finance was second, then bank bureaucracy, and collateral requirements.  

Among the different formal financing arrangements that banks offer, trade finance is usually 
the least attractive to them, because it is typically a low-margin activity. However, it is also 
among the safest because they have clear, tangible collateral in the cargo that they fund. 
The 1999 BEEP Survey did not dwell in particular on trade finance, but  Figure 5, below, 
indicates it must have been likely that, along with other financing, the cost of trade finance 
had likewise surged during the Russian financial crisis. 
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