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ABSTRACT 

Although SMEs rely on bank financing for growth and survival in developed and developing 

countries, they encounter difficulties in access to bank loans. Banks do not prefer to provide loans 

to SMEs because of insufficient accounting records and high probability of failure. This paper 

investigates the demand of Turkish SMEs for bank financing. We find that the majority of the 

SMEs did not apply for bank financing in the last three years and in the last year. However, we 

show that the demand of SMEs for bank loans would increase with lower interest rates and lower 

collateral requirements. Nearly all of the managers of the SMEs in the sample that did not apply 

for a loan in the last three years declared that not making an application is not caused by the fear 

of rejection. Therefore, we can suggest that borrower discouragement is not the cause of 

absence of demand for bank financing for Turkish SMEs. 
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