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Enabling Small and Medium-sized Enterprises (SMEs) to prosper through sufficient access to finance is an important issue for the UK economy. Despite their diversity, there are also dependencies and interconnections between them which affect their ability to access external finance. This dependency arises from both the business networks to which they belong and spatial spillovers, as well as business demographics such as their industrial sector or their intention to grow. Many of these dependencies are opaque to those exploring SME behaviour. Our aim is to investigate how these dependencies impact access to finance. We use a novel approach of combining spatial regression and clustering, by taking into account interconnections between SMEs. Previously, it has been established that there are spatial aspects to access to finance, with rural areas gaining relatively fewer acceptances than large urban centres. For defaults, spatial location in connection with interdependencies among SMEs has been used. However, this approach has so far not been employed for access to finance. We take advantage of survey data on 3,227 UK SMEs to provide evidence that spillover effects have a significant influence on access to finance for SMEs. The results of this paper call for tailored local policy making on a regional level to account for these differences.

