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Executive Summary 

 
This paper attempts to provide a framework for the evaluation of the state-supported loan schemes.  

Currently the Department of Enterprise, Trade and Employment (DETE) has responsibility for six state-

supported loan schemes, comprised of five credit guarantee schemes and one direct lending scheme. 

These are: the Credit Guarantee Scheme; Covid-19 Credit Guarantee Scheme; the SBCI Working Capital 

Scheme across two products, the Brexit Loan Scheme and the Covid 19 Working Capital Loan Scheme; 

the Future Growth Loan Scheme; the Brexit Impact Loan Scheme and the Micro-Enterprise Loan Fund. 

The Micro-Enterprise Loan Fund administered by Microfinance Ireland is a direct lending scheme, rather 

than a credit guarantee scheme but many aspects of the fund can be assessed on a similar basis to the 

credit guarantee schemes which are the focus of this paper. 

The paper examines the relevant literature on the evaluation of credit guarantee schemes as undertaken 

in a selection of countries running similar initiatives. A general theory of change for credit guarantee 

schemes (CGS) set out by the European Investment Fund is identified as a useful way of understanding 

how a CGS is intended to make an impact and as a way of identifying appropriate areas for evaluation. The 

paper sets out the main objectives common to evaluations of credit guarantee schemes and describes the 

data and methodologies used to evaluate the schemes.   

In particular, the review focuses on three core areas as identified in the OECD (2017) review ‘Evaluating 

Publicly Supported Credit Guarantee Programmes for SMEs’: financial additionality, economic 

additionality and financial sustainability. These are the common objectives which feature in the evaluation 

of credit guarantee schemes internationally. Financial additionality focuses on whether the credit 

guarantee has improved the availability of credit to firms. Economic additionality, examined in all the 

studies reviewed, refers to the evaluation of the impact of the credit guarantee on firm performance and 

on the wider economy. Financial sustainability refers to the ability of the programme to cover the costs of 

its operations and the defaults and the direct impact on public finances in presence of a high rate of 

default. While all three areas are not considered in every evaluation, reviews primarily focus on economic 

and financial additionality as indicators of the effectiveness of schemes. Financial sustainability can be an 

important aspect which considered to a greater extent in reviews sponsored or carried out by the State – 

where there may be concerns around value for money and risk to State finances arising through default.  

Drawing on lessons from the literature the paper makes recommendations on the evaluation of credit 

guarantee schemes in Ireland. These include a consideration of the appropriate data available to assess 

Irish schemes; the broad objectives of the evaluation including the necessary variables to assess 

programme impact across the areas of economic additionality, financial additionality and sustainability; 

and a discussion on the timing of evaluations. This is set out in a step-by-step manner in line with previous 

Forfás1 guidance on the evaluation of enterprise funding. Key points include: 

 An evaluation of credit guarantees scheme should include:  

o an assessment of the continued relevance and appropriateness of the intervention 

o an evaluation of the effectiveness of the intervention as measured through the scheme’s 

economic and financial additionality 

o an assessment of progress/achievement of wider scheme objectives where appropriate 

o an assessment of the efficiency of the scheme through an assessment of its financial sustainability 

o the evaluation of the scheme inclusive of the elements directly above will allow for a full 

assessment of the costs and benefits of a credit guarantee scheme 
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1 Forfás was the national policy advisory board for enterprise, trade, science, technology and innovation in 
Ireland. The agency was established in January 1994 under the Industrial Development Act, 1993 and was run 
by a board appointed by the Minister for Enterprise, Trade and Employment, to whom the agency was 
responsible. Forfás was dissolved on 1 August 2014 and its functions were transferred to the Department of 
Enterprise, Trade and Employment. 

 Appropriate variables to measure the impact across the areas of economic additionality and financial 

additionality and sustainability are important for a robust evaluation. The main indicators for each are 

set out below: 

o economic additionality: employment in the firm, expenditure on wages, annual sales/turnover, 

firm profits, exports, firm productivity, impact on total and intangible assets (investment 

intensity), firm survival 

o financial additionality: bank debt, ratio of debt to assets, growth of financial burden (interest 

payments), access to collateral, beneficiary’s views on access to finance 

o financial sustainability: scheme funding, loan premium/fee, other relevant revenues to the 

Exchequer, administration costs, default rate on loans/cost of default, scheme uptake. 

 

 There are a range of potential data sources available to inform an evaluation of the performance and 

impact of credit guarantee schemes in Ireland. While a single data source may not be sufficient, linking 

these sources could better enable counterfactual evaluation, though significant challenges would still 

be expected. Potential data sources include: 

o administrative data collected through loan applications 

o data available through the Central Statistics Office from the Business Register, the Annual Services 

Inquiry, and the Census of Industrial Production 

o firm data available through commercial databases  

o directly collected survey data for purpose of evaluation 

 

 A robust evaluation of the impact of the schemes will require counterfactual impact evaluation – 

which will involve comparing the performance of scheme beneficiaries with an appropriate control 

group of firms who have not accessed the scheme. This would require strong coverage in the above 

data sources, and at a minimum will involve the linking of separate data sets using company identifiers 

to identify scheme beneficiaries.  

 

 Evaluations of credit guarantee schemes generally allow for a minimum of three years – and more 

commonly five years – performance data to be made available before proceeding. This should be 

considered when planning evaluations in the Irish context. 

 

 The appendices provide some more methodological details on how the assess the three core areas, 

and an overview of the main findings of the evaluation of the credit guarantee schemes in other 

countries 

http://www.irishstatutebook.ie/1993/en/act/pub/0019/index.html
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1.Introduction 

There has been a rise in the number of State-supported loan schemes (also referenced as credit 

guarantee schemes in this paper) in Ireland and other countries over the past years, as well as a rise 

in the level of funding allocated to them. These schemes represent a distinct way of supporting 

enterprise when compared to grants made through the Department of Enterprise, Trade and 

Employment’s (DETE) enterprise agencies. The Department of Enterprise, Trade and Employment has 

robust ex-ante and ex-post evaluation frameworks in place which advise on the evaluation of funds 

awarded to enterprise agency clients – these include the Department’s Economic Appraisal Model as 

well as guidance frameworks for evaluation of funding programmes for start-ups and 

entrepreneurship; and Research, Development and Innovation2 3. However, the existing documents 

do not provide guidance in assessing the causality link among the various components of the schemes, 

and do not include areas such as financial additionality and sustainability. Furthermore, the current 

guidelines cover only the agency clients, while the framework proposed in this paper includes the 

wider enterprise base. 

This paper builds on previous analysis published under the Spending Review process by the 

Department of Public Expenditure and Reform4. While that work provides a comprehensive overview 

of ongoing development of the State-supported loan schemes up to May 2021, this paper aims to 

advise on the future evaluation of the schemes. This will be done through reference to international 

practice in the evaluation of credit guarantee schemes. Through the review of evaluation literature, it 

is clear that credit guarantee schemes generally focus on improved access to finance for firms – this 

is reflected in the Irish experience to date. This coupled with enterprise being the primary policy area 

for the Department of Enterprise, Trade and Employment leads to a focus within this paper on the 

impacts of these schemes on firms, in comparison to credit guarantee schemes with wider objectives. 

1.2 Policy Context and Rationale 

The Spending Review paper on State-supported loan schemes published in 20205 sets out the policy 

context in which Irish State-supported loan schemes originate, stating that it consists of broadly three 

phases. The first of these is the economic recovery that followed the financial crisis in 2008-2009, in 

which the risk appetite from lending institutions was at its lowest level, and the access to finance for 

SMEs was severely restricted, resulting in market failure. The second phase is marked by the EU 

referendum in the UK in 2016, which resulted in the exit of the United Kingdom from the European 

Union and generated sufficient uncertainty and market volatility to require State intervention in the 

lending market. Finally, the current Covid 19 pandemic and the subsequent shutdown of the economy 

for long periods made Government intervention necessary to support the enterprises impacted by the 

pandemic. Similar decisions, including the expansion of credit guarantee schemes, were taken globally 

in many other countries affected by the pandemic. 

Publicly supported credit guarantee schemes provide assurances on loans to firms by covering a share 

of the default risk of the loan. Successive Irish Governments have established several credit guarantee 

schemes to assist businesses who have difficulty in accessing bank lending in the market place. Firms 

                                                           
2 Department of Enterprise, Trade and Employment, Evaluation of Enterprise Supports for Research 

Development and Innovation 
3 Department of Enterprise, Trade and Employment, Evaluation of Enterprise Supports for Start-Ups and 

Entrepreneurship  
4 Department of Public Expenditure and Reform, The impact of Covid 19 on state-supported lending, August 
2021 
5 Department for Public Expenditure and Reform, State-Supported Loan Schemes, October 2020 

https://enterprise.gov.ie/en/Publications/Evaluation-of-Enterprise-Supports-for-Research-Development-and-Innovation.html
https://enterprise.gov.ie/en/Publications/Evaluation-of-Enterprise-Supports-for-Research-Development-and-Innovation.html
https://enterprise.gov.ie/en/Publications/Evaluation-of-Enterprise-Supports-for-Start-Ups-and-Entrepreneurship.html
https://enterprise.gov.ie/en/Publications/Evaluation-of-Enterprise-Supports-for-Start-Ups-and-Entrepreneurship.html
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may struggle to access finance for a variety of reasons: lack of collateral, insufficient credit history, 

business perceived as high risk by banks, bank finance being too expensive given a firm’s risk profile, 

or indeed the term-length of finance being made available to firms. This situation may be typical of 

start-ups and small enterprises new to the market, although the presence of credit restrictions may 

result in more established firms applying for a state-supported loan scheme as they do not meet the 

eligibility criteria of commercial loans. As a result, SMEs with economically viable projects are unable 

to finance them6 and this will impede their growth prospects and survival. Credit guarantee schemes 

are often introduced as a counter-cyclical policy tool in order to help firms overcome challenging 

business environment, as seen by their introduction in Ireland7. In light of these difficulties, the 

rationale for the introduction of the schemes, which is in line with the international practice, is 

primarily to provide access to suitable debt finance to SMEs who may struggle to access credit without 

the provision of a guarantee. The following credit guarantee schemes were introduced in the last ten 

years, specifically under the Department of Enterprise, Trade and Employment and the Department 

of Agriculture, Food and the Marine8, as illustrated in Box 1 below. 

 

Box 1. State-supported loans in Ireland  

Credit Guarantee Scheme  

The Credit Guarantee Scheme (CGS) was launched in 2012 to assist SMEs that are unable to borrow 

from their bank, with the purpose of tackling specific barriers to lending: insufficient collateral to 

access additional credit facilities or when a business is new to the market, a sector or new 

technology perceived as high risk by the lending institution. Eligible firms must meet at least one of 

these two criteria. The Scheme encourages additional lending by offering a partial Government 

guarantee, currently 80%, to banks against losses of qualifying loans to eligible SMEs.  

The CGS was expanded to support enterprise through the Covid-19 pandemic, with an additional 

€2 billion approved for lending through the scheme. This change also involved the removal of the 

portfolio cap on funds guaranteed (previously 13% of the loan portfolio). The loans available range 

from €10,000 to €1m and are available for a term of up to 7 years.  

There has been a significant increase in the activity under this scheme. The CGS in the last quarter 

of 2013 awarded 88 loans for a total value of €12m, and in response to the Covid 19 pandemic loans 

under this scheme rose dramatically to 1,890 in the same quarter for a total value of €98m9.  

 

SBCI Working Capital Scheme: Brexit Loan Scheme and Covid-19 Working Capital Loan Scheme  

The SBCI Working Capital Scheme consists of two products: the first is the Brexit Loan 

Scheme/Working Capital Loan Scheme (BLS and WCLS) launched in 2018 and made €300m available 

to eligible Irish businesses in response to the impact of Brexit. These are firms which are viable with 

up to 499 employees and are exposed to current or potential impacts of Brexit. The second product 

was introduced in response to the Covid 19 emergency. The Government approved a widening of 

                                                           
6 Vienna Initiative Working Group on Credit Guarantee Schemes, Credit Guarantee Schemes for SME lending in 

Central, Eastern and South-Eastern Europe, November 2014 
7 OECD, Evaluating Publicly Supported Credit Guarantee Programmes for SMEs, 2017 
8 Department of Enterprise, Trade and Employment, Overview of Government Supports for Indigenous Business  
9 SBCI, Performance Report on Credit Guarantee Scheme to the Minister for Business, Enterprise and Innovation, 

December 2020 
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the Brexit Loan Scheme to include eligibility to Covid 19 impacted businesses through the COVID-

19 Working Capital Scheme, and an increase in the volume of lending available to €337.5 million. 

While marketed separately both sub-schemes are operated under a single fund. The loans offered 

are between €25,000 and €1.5m and the term of the loan are between 1 and 3 years.  

In 2018 the BLS approved 200 applications, all of them submitted by SMEs. The number of approved 

applications rose to 1,041 in 2020, and of these 45% come from micro-enterprises and 43% from 

SMEs10.. These two schemes are in the process of being closed to new applications, although the 

State guarantee is set to remain for the duration of the loans granted. 

 

Brexit Impact Loan Scheme 

The Brexit Impact Loan Scheme (BILS) is the most recent scheme, launched in October 202111. The 

scheme is offered in partnership with the Department of Enterprise, Trade and Employment, the 

Department of Agriculture, Food and the Marine (DAFM), the European Investment Fund (EIF) and 

the European Investment Bank (EIB). The scheme made available €330m to Irish firms, particularly 

exposed to the impact of Brexit compared to their peers based in the other EU member states and 

help them to respond to the ongoing impacts of Brexit. Eligible applicants are micro enterprises, 

SMEs and Small Mid-Cap firms with fewer than 250 employees, including primary producers 

(farming and fishery), have an annual turnover of €50m, are not part of a wider group of enterprises 

and operate in Ireland. Loans, which are available until 31 December 2021, range from €25,000 to 

a maximum of €1,500,000 per borrower, and terms are between 1 year up to 6 years, depending 

on the purpose of the loan.  

The loan can be used to finance working capital, investment projects, to re-finance the existing 

Brexit Loan Scheme (100% financing) or other existing short-term credit up to a maximum of 30% 

of the new loan12. 

 

Future Growth Loan Scheme  

The Future Growth Loan Scheme (FGLS) was launched in 2019 and made €300m available in long-

term financing to eligible businesses, to meet a specific market failure in which longer term loans 

for investment purposes are not available for SMEs. With the outbreak of the Covid 19 emergency, 

the FGLS was expanded by €500m through the July 2020 stimulus to €800m total. The FGLS provides 

longer term lending for investment purposes to businesses The eligibility depends on two 

conditions: eligible applicants must be an SME and the loan must be used for investments such as 

machinery or equipment, research and development, business expansion, premises improvement, 

or process innovation. Loans available range from €25,000 to €3m for a term of 7-10 years.  

Most applicants are micro-enterprises followed by SMEs, which account for around €156m 

borrowed, one fifth of the total amount borrowed13. As of June 2021, there has been approvals of 

€694m made through the scheme.  

 

Microenterprise Loan Fund 

                                                           
10 SBCI, Brexit Loan Scheme Quarterly Report December 2020 
11 See Government launches €330m Scheme to help SMEs, farmers and fishers respond to Brexit - DETE 
(enterprise.gov.ie)  
12 See Brexit Impact Loan Scheme (BILS) - SBCI 
13 SBCI, Future Growth Loan Scheme, Quarterly Report December 2020 

https://enterprise.gov.ie/en/News-And-Events/Department-News/2021/October/20211015.html
https://enterprise.gov.ie/en/News-And-Events/Department-News/2021/October/20211015.html
https://sbci.gov.ie/products/brexit-impact-loan-scheme-bils
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The Microenterprise Loan Fund (MLF) was established in 2012 to provide small loans to newly 

established or growing micro-enterprises across all industry sectors with commercially viable 

proposals that do not meet the conventional risk criteria applied by commercial banks. It is 

administered by Microfinance Ireland and it is a direct lending initiative, rather than a credit 

guarantee scheme, but in many aspects it is similar to the instruments presented above, which 

make it fall into the purpose of this evaluation framework. Loans available range from €2,000 to 

€25,000 for a term of up to 3 years. One of the loans included in the MLF is to support firms affected 

by Covid 19, which can request up to €50,000.  

In 2013 the Micro-Enterprise Loan approved 139 applications for a total loan value of €2m, while in 

response to the Covid 19 pandemic and the Brexit the volume of applications rose to 1,229 for a 

total value of loans of €27.5m14. 

 

Agriculture Cash Flow Loan Support Scheme 

This scheme was introduced in by the Department of Agriculture, Food and the Marine in 2016 to 

support the firms operating in the agriculture sector that were hit by the lower price of commodities 

caused by oversupply and the Russian ban on agricultural products originated from the EU. The 

depreciation of the pound sterling following the EU referendum had a further negative impact on 

commodity prices, putting Irish farmers under severe pressure. The Agriculture Cash Flow Loan 

Scheme (ACSLS) was introduced to provide agricultural firms with a low cost and flexible source of 

working capital to ensuring the ongoing economic sustainability of viable farming enterprises. The 

ACSLS provided an attractive cash flow support loan product alternative to more expensive forms 

of credit such as merchant credit and bank overdraft facilities and aimed to reduce the costs 

associated with running a business at primary producer level.  

The scheme finished and all loans had to be drawn down at the end of 2017 in line with EU 

Exceptional Adjustment Regulation (2016/1613) concerning exceptional adjustment aid. The final 

drawdown totals for the ACSLS stood at 4,249 applications, totalling €145m, with an average loan 

size of €34,000 and an average loan period of 46 months15. 

 

At present, no other state-supported loans are in operation.  

 

In this paper the focus is on firms as beneficiaries of this type of loan and the evaluation framework is 

intended to assess the impact of the state-supported loan mainly on firms. All sectors are eligible to 

apply for the above state-supported loans, excluding banking and finance, public administration and 

defence, property and estates, coal, formal education, insurance, and some activities within fishery, 

road freight vehicles and primary agriculture16.  

The sections that follow will examine the main components of evaluations of credit guarantee 

schemes, based on a review of the relevant international literature. This includes providing an 

overview of a general theory of change of credit guarantee schemes – often used as the starting point 

for the evaluation of such schemes. We then identify and discuss relevant data sources, the data 

collection process, and the methodologies adopted to assess these schemes. The paper then examines 

                                                           
14 Microfinance Ireland, Report on Microenterprise Loan Fund Scheme as of 31 December 2020 
15 Department of Agriculture, Food and the Marine, The Agriculture Cash Flow Loan Scheme, Spending Review, 
October 2018 
16 SME CGS Information Booklet 
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in detail the Irish case, with reference to the planned objectives of the evaluation, data availability and 

the timing of the evaluation.  

Finally, the paper applies the learnings from the wider literature and makes recommendations 

towards the evaluation of credit guarantee schemes in Ireland based on previous Forfàs guidelines. 

2.Credit Guarantee Schemes - Theory of Change 

The theory of change illustrates how the activities undertaken by an intervention contribute to a chain 

of results leading to the intended or observed impacts, assesses the causality links among them and 

inform the monitoring and evaluation of a project, programme or policy. The European Investment 

Fund has adopted this approach for the evaluation of credit guarantees schemes, as set out below.17 

  

                                                           
17 Brault, J and Signore, S. The real effect of EU loan guarantee schemes for SMEs: a pan-European assessment, 

EIF Working Paper 2019/56 
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Rationale Market failure deriving from firms not able to access the loans due to the lack of 

credentials/collateral.  

 

 

Input  Funding/capital to support guarantee 

 Procedures to access the loan, including assessment of credentials, project 
viability, and turnaround time 

 Staff employed in the approval of the loans and monitoring of the results 

 Relationship between borrower and lender (has an impact on the loan 
approval because of the trust relationship built) 

 

 

Activities  Provision of a SME loan risk-sharing facility based on a) capped aggregate 
guarantee amount, and b) targeted volumes of new loans to SMEs 

 Develop credit reporting infrastructure based on the needs of loan mandators 

 

 

Output  Financial institutions are provided 

with risk-sharing mechanisms 

New financial infrastructure created 

 

 

Intermediate 

outcomes 

Increased lending 

to risky but 

creditworthy 

SMEs 

New tailored 

debt financing 

product for 

SMEs 

Improved use of 

regulatory 

capital 

Financially 

vulnerable 

segments of the 

population are 

reached 

 

 

 

Impact Improving economic output and welfare distribution, supporting the creation 

of new jobs through SMEs development including financially fragile segments 

of the population 

 

Final 

outcomes 

Existing 

SMEs grow 

faster 

Emerging 

SMEs develop 

and grow 

Improved 

SMEs 

resilience 

Improved SMEs 

long term 

development 

Spillover 

effect from 

SMEs activity 
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Starting from the top of the above figure, the rationale for the credit guarantee scheme offers the 

assumptions at the basis of the introduction of loan instruments: a significant share of SMEs is not 

able to access the credit facilities to pursue their business objectives and may struggle to remain in 

the market. Consequently, the impact of the reduced participation of firms in the economy will be 

negative in terms of long-term growth. The literature calls this a market failure, as the market does 

not allow a large number of SMEs to access adequate credit facilities18.  

Once all these elements have been clarified, the input that will be necessary to perform the activities 

and achieve the expected outcomes are defined. These are usually the funds needed to facilitate the 

guarantee, the staff employed to grant the state-supported loans and the procedures in place that 

borrowers and lenders need to follow to access the loans.  

Once the inputs are clarified, activities will be implemented under the credit guarantee schemes, 

which, according to the theory of change, will determine the expected intermediate and final 

outcomes and the impacts. The activities are the creation of the credit guarantee scheme procedures, 

the mechanisms of the risk-sharing and the establishment of the eligibility criteria, the selection of the 

loan beneficiaries and provision of credit guarantees and the on-going monitoring of schemes.  

The main output is the provision of risk-sharing mechanisms to banks, and the establishment of a new 

financial infrastructure. The measurement of outputs in this case will be the number of approvals and 

new loans drawn down under each scheme as well as the associated level of funding.  

The provision of risk-sharing mechanisms to banks directly results in loans under the schemes, 

measured in terms of approvals and drawdowns, and the number of firms accessing the state-

supported loan. This in turn results in improved access to credit for credit constrained firms. From a 

firm perspective, the intermediate outcomes would measure the financial additionality for firms, the 

investments they were able to pursue with the help of the credit guarantee loan, or any other activity 

for which SMEs apply to the loan.19.  

The final outcomes refer to the economic additionality for beneficiary firms, and the impact of the 

loan on their performance. The final impacts from the implementation of credit guarantee schemes 

refer to the effects of the credit guarantee programme on the wider economy in terms of increase in 

total employment and overall social benefits such as welfare, GDP growth, and job creation.  

It is important to state that the above is a general theory of change for credit guarantee schemes, 

which as seen, identifies the causal links among components. Whether the outcomes and impacts, 

including those of guarantees on the credit and economic performance of firms occur in practice is 

something which is then verified through evaluation.  

This paper will now examine the areas of interest when credit guarantee schemes are evaluated so as 

to better inform how Ireland can assess its own credit-guarantee initiative. It will discuss the common 

variables and outcomes of interest, the data needed to evaluate the schemes and the associated 

methodology.  

 

                                                           
18 Vienna Initiative Working Group on Credit Guarantee Schemes, Credit Guarantee Schemes for SME lending in 

Central, Eastern and South-Eastern Europe, November 2014  
19 Vienna Initiative Working Group on Credit Guarantee Schemes, Credit Guarantee Schemes for SME lending in 

Central, Eastern and South-Eastern Europe, November 2014 
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2.1 Against which objectives are State-supported loan schemes evaluated?  

The OECD (2017) review “Evaluating Publicly Supported Credit Guarantee Programmes for SMEs” 

identifies three core areas of interest for the evaluation of the credit guarantee scheme which should 

form the main components of an evaluation of any supports to enterprise. These areas are financial 

additionality, economic additionality and financial sustainability.  

These areas may all be examined as part of a single evaluation or examined separately as part of 

ongoing monitoring and evaluation activities. Each of the three areas identified have distinct sets of 

variables, methodologies, and data requirements which help identify the impact of the credit 

guarantee schemes and are illustrated in the following sections.  

As credit guarantee schemes are guaranteed by public funds it is important that the rationale for the 

schemes are is also examined and that there is a strong case for the schemes as a continued and 

appropriate use of funds. An assessment of this area can reflect the concepts of additionality but also 

bring in a wider view on the context in which the schemes were established and operate. 

2.1.1 Financial additionality  

Financial additionality is the first important area, focusing on whether the credit guarantee has 

improved the availability of credit to firms. The concept also includes the project additionality, which 

refers to whether a project would have happened at all, its scale, scope and timing in the absence of 

funding20. The OECD review and the theory of change relate this concept to the intermediate 

outcomes, such as the number of firms that received the credit guarantee identified through 

monitoring systems.  

A review of the literature shows that financial additionality is often tested through direct survey of the 

beneficiaries of the scheme. Data collected here relates to questions which can include a firm’s belief 

on provision of finance without credit guarantee, examining unconstrained businesses use of the 

credit guarantee, relating to better terms, lower fees, bank advice and quicker provision of finance. 

This approach has been taken in evaluation studies in the UK and Canada21. Another way to assess 

financial additionality could be through looking at the availability and size of collateral for those 

engaging with the credit guarantee and comparing this to an appropriate control group as used in UK 

evaluation of the Enterprise Finance Guarantee (EFG) scheme (2013)22. Generally, more robust 

approaches compare firms receiving credit guarantees against a control group and can provide more 

reliable conclusions on how much the loan contributed to the credit availability and the project 

additionality for beneficiaries. 

Other less biased measures include comparing the debt ratio of firms availing of the scheme with 

similarly matched firms. This can examine the level of total debt which firms are taking on, or it can 

specifically examine the level of bank debt. A question asked in the literature is whether getting a 

guaranteed loan causally implies that firms take on more debt. This is measured through looking at 

the growth rate of bank debt as well as the level of financial burden, measured as a ratio between 

                                                           
20Department for Business, Innovation and Skills, Economic Evaluation of the Enterprise Finance Guarantee 

(EFG) scheme, February 2013  
21 Government of Canada, Evaluation of the Canada Small Business Financing Programme, June 2014  
22 Department for Business, Innovation and Skills, Economic Evaluation of the Enterprise Finance Guarantee 

(EFG) Scheme, February 2013 
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financial expenditure as a proportion of overall firm’s debt as seen in LeLarge (2010)23. This evaluation 

also examined the change in financial burden for firms, measured as the ratio of the firm’s financial 

expenditure over financial debt. A similar approach is used in a Japanese evaluation which examines 

the ratio of loans to total assets and ratio of interest payments to total loans as a measure of the 

financial additionality of its credit guarantee scheme (Usegi et al, 2008), and in an evaluation of an 

Italian guarantee scheme where the authors use econometric analysis to examine the impact on bank 

loans, interest rate, probability of bad loans, investments and working capital24. The higher the ratio, 

the higher the level of debt that a firm has accumulated as a consequence of the loan – pointing to 

the financial additionality of credit guarantees when compared against a control group.  

Assessing whether firms are taking on more debt can be difficult depending on data quality – which 

may not give access to sanctioned loan records but may include details on a firm’s balance sheet totals. 

One way in which work by the European Investment Fund (Bertoni et al, 2018) has identified a ‘credit 

event’ is when a firm’s liabilities grow by 5% or more as a proportion of total assets.25. 

As seen above, evaluations can also measure the cost of credit which firms are accessing – did the 

provision of a credit guarantee increase access to appropriately priced credit in comparison to firms 

not receiving the guarantee? If this is the case, then the overall conclusion from this answer is that the 

credit guarantee loan has improved the position of beneficiaries if they gained the necessary 

credentials to access loans at standard commercial rates.  

Assessments of financial additionality from the literature focus on the impact on the individual firm, 

rather than an assessment of marginal supply of total credit from banks. The literature points to the 

benefits credit guarantees provide to banks by allowing them to share credit risk and save on 

regulatory capital. However, in terms of an assessment of whether those firms receiving a credit 

guarantee would have been financed in any case – this is evaluated at the firm level through an impact 

evaluation comparing the performance of beneficiaries and non-beneficiaries. Access to credit register 

data combined with clear eligibility rules for schemes, can improve the ability of an evaluation to 

definitively point to causal changes in credit flows as seen in de Blasio et al (2017) 26. Without access 

to deep credit register data, the evaluations rely on other sources of firm micro-data to assess financial 

additionality.   

Key variables of interest: bank debt, ratio of debt to assets, growth of financial burden (interest 

payments), access to collateral, beneficiary’s views on access to finance 

2.1.2 Economic additionality 

The second core area which evaluations of credit guarantee schemes examine is the economic 

additionality. This is often the area of most interest in evaluations as it assesses the impact the credit 

                                                           
23  LeLarge, C. et al Entrepreneurship and credit constraints. Evidence from a French Loan Guarantee Program, 

NBER working paper, May 2010 
24 Uesugi, I et al. The effectiveness of public credit guarantee in the Japanese job market, in Journal of Japanese 

and International Economies, December 2010  
25 Bertoni, F. et al The effects of the EU-funded guarantee instruments on the performance of small and medium 

enterprises: evidence from France, EIF Working Paper n.2018/52  
26 De Blasio, G. et al Public Guarantee on Loans to SMEs: an RDD evaluation, Banca d’Italia Working Papers, April 

2001 
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guarantee on the performance of firms in the first instance, and secondly whether the state-supported 

loan scheme had a positive impact on the wider economy.  

Economic additionality – Impact on firm performance  

With reference to the firm performance, across the literature this is most often expressed in terms of 

the schemes impact in terms of employment, sales and exports, Gross Value Added (GVA), firm 

survival and annual turnover27. Papers which examine the economic impact of credit guarantees 

include recent work looking into European credit guarantees by Bertoni, Colombo and Quas (2018) 

who assess loans impact on total assets, revenue, employment, return on assets and productivity and 

establish that on average SMEs who access a credit guarantee grow more than twin matched 

companies28. The UK evaluation work on the Enterprise Finance Guarantee scheme across a number 

of evaluations has similarly focused on changes in employment levels, sales levels and the survival of 

the firm. The 2017 evaluation established positive impacts on employment and sales levels of 

approximately 7% per annum29 30. More detailed findings are available in the appendix 2. 

Key variables of interest: employment in the firm, expenditure on wages, annual sales/turnover, 

firm profits, exports, firm productivity, impact on total and intangible assets (investment intensity), 

firm survival 

Economic Additionality – Wider Impact on the economy 

Economic additionality also includes, in a small number of papers, a wider assessment of the economic 

impact on the economy, inclusive of running costs, which can take the form of a cost-benefit analysis31. 

The logical connection between this assessment and the counterfactual analysis is that setting up a 

credit guarantee scheme will result in the improved performance of firms and in turn of the economy 

as a whole. The literature indicates that the cost-benefit analysis is performed in relation to the 

economic performance of firms, primarily derived from the assessments above on variables such as 

employment, and turnover, and deriving a monetary measure of these benefits which are compared 

to the scheme costs arriving at a wider reflection of the scheme’s costs and benefits32. 

In the literature, a narrow selection of studies examined the impact of the credit guarantee loan on 

the wider economy. The economic evaluation assesses the net impact on the economy through the 

level of financial additionality, and the displacement effect of the supported firms on other businesses 

operating in the economy. In the evaluation of the UK Enterprise Finance Guarantee, this effect is 

assessed through a survey to examine whether firms ceased trading immediately, if they had to 

                                                           
27 The OECD review calls the impact “policy outcomes”, to refer them as the results that the programme is 

expected to produce 
28 Bertoni, F. et al The effects of EU-funded instruments on the performance of small and medium enterprises: 

evidence from France, EIF Working Paper 2018/52  
29 London Economics/Ipsos Mori, Economic Impact Evaluation of the Enterprise Finance Guarantee (EFG) 

Scheme, November 2017 
30 Allinson, G. et al. Economic Evaluation of the Enterprise Finance Guarantee (EFG) scheme, Durham Research 

Online, April 2015  
31 Department of Business, Innovation and Skills, Economic Evaluation of the Enterprise Finance Guarantee 

Scheme, February 2013 
32 Department of Business, Innovation and Skills, Economic Evaluation of the Enterprise Finance Guarantee 
Scheme, February 2013 
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compete with other companies within their industry and if their sales would be taken up by a 

competitor33.  

2.1.3 Financial Sustainability 

Finally, as the credit guarantee scheme is a government-backed initiative, the evaluation should 

examine if the initiative has a cost for the State and has the ability to cover the costs of its operations 

and the defaults, the direct impact on public finances and ultimately if the scheme represents a risk 

for the sustainability of public finances.  

Regarding the costs, three main categories are identified in the evaluation of the UK’s Enterprise 

Finance Guarantee. The first is the opportunity cost of capital, which is the expected rate of return 

forgone by banks due to resources diverted for use under the schemes. The discount rate of 8.5% was 

used in this evaluation, and it is the estimated private sector cost of capital34. The use of this rate as a 

relevant cost in the Irish setting will vary depending on the differences in scheme rules.  

The second cost is related to the resources lost, related to the loan defaults that have emerged from 

the operation of credit guarantee. In the case of the EFG this cost was considerably higher than typical 

commercial SME lending, with almost 28% of loans defaulting from the 2009 cohort of loans over a 3-

year period resulting in called in guaranteed costs of £55m (capped at 9.75% of total borrowing). The 

third cost is the administrative cost of operating the scheme, in the case of the UK Enterprise Finance 

Guarantee this cost was approximately £800,000 for the 2009 cohort of loans, this compares to total 

lending of £669m. 

The benefits are identified and assessed through the economic and financial additionality and 

compare them to the costs assessed under the scheme’s financial sustainability evaluation. The UK’s 

EFG identifies as benefits the GVA in absolute terms, the jobs created and saved and their relationship 

with the GVA. The UK evaluation argues that the value of the GVA is particularly high due to the 

number of jobs saved and created and the Net Present Value (NPV) of the scheme is positive. The 

scheme has ultimately a positive impact on the economy, because the long-term impacts on the 

economy offset the losses derived from the defaults.  

The financial sustainability of a scheme can vary as it is heavily based on scheme design – for example 

a wide number of guarantees include a premium which is paid to the State to cover costs. However, 

this is not universal as it may in some cases impact on demand for the scheme. A key cost driver of 

credit guarantees in this area is the rate of default. International evidence shows how all the existing 

state-supported loan schemes have a pre-set allocation of financial resources, which also cover the 

cost of the programme and its implementation and management. If the default rate is very high, it 

may imply that extra resources are needed to cover it, and these may be reallocated from other policy 

areas. An evaluation of state-supported loan schemes could also investigate the reasons behind a high 

rate of default, even as a separate study. 

Important determinants of the financial sustainability are the default rates of schemes as well as the 

level of premiums/fees which are paid to the scheme operators. The size of a premium (where it is 

present) will have an important role in determining total interest costs for borrowers. The level of 

default seen under a scheme can be complex and dictated by a range of factors, aside from general 

                                                           
33 Department for Business, Innovation and Skills, Economic Evaluation of the Enterprise Finance Guarantee 
(EFG) Scheme, February 2013 
34 This will vary significantly based on the timing of the evaluation 
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macro-economic factors it can also depend on the characteristics of firms engaging with the 

programme, the scheme design and the credit policy of banks availing of the scheme. Any 

comprehensive assessment of the financial sustainability of a scheme should take account of these 

factors.  

The literature coverage of the assessment of the financial sustainability is quite limited and it is well 

examined in the UK evaluation, where a comprehensive look at schemes from the point of view of 

their impact on the Exchequers finances is included. This also includes the tax gain from the additional 

employment as in the 2010 evaluation by the Department of Business, Innovation and Skills of the 

Small Firms Loan Guarantee35 and can be added to the revenue from any guarantee fee and compared 

to the direct cost of scheme administration and the cost of default from loans.  

Key variables of interest: scheme funding, loan premium/fee, other relevant revenues to the 

Exchequer, administration costs, default rate on loans/cost of default, scheme uptake 

2.1.4 Scheme Appropriateness and Relevance  

An aspect outside of the three OECD categories is the assessment of the of the appropriateness of the 

credit guarantee itself in terms of the initial rationale for and continued relevance of the schemes. The 

appropriateness of the schemes is examined in detail in those evaluations sponsored by the State. 

While the questions on economic and financial additionality have a core relevance to the 

appropriateness of a credit guarantee scheme – this question goes beyond the direct impacts on 

beneficiary firms and looks at the wider policy setting in which the credit guarantees were introduced, 

in which they continue to operate. 

Papers which have looked at this include the evaluations of the Enterprise Finance Guarantee 

Scheme/Small Firms Loan Guarantee in the UK and Brault et al in their evaluation of European 

countries’ schemes through the European Investment Fund36. These papers set out the initial rationale 

for schemes in detail, which include market failure in the provision of debt finance to SMEs, 

asymmetric information in the provision of loans, lack of collateral, a reduction in overall bank lending, 

a lack of capital market funding for SMEs and to deal with particular economic challenges. Examining 

whether the above rationale continue to hold is a key aspect of ascertaining the continued 

appropriateness of funding for credit guarantee schemes. 

Evaluations also looked at the role that schemes have played in the financial systems of the countries 

in which they operate. The degree to which any one scheme is becoming a part of the wider provision 

of debt finance to SMEs is an important aspect to analyse in the evaluation of the scheme. The 2013 

evaluation of the EFG notes that it plays only a small role in the provision of finance to SMEs in 

comparison to the wider bank market but notes the importance of the EFG scheme at a time when 

there was a significantly constrained lending environment37.  

Surveys are also utilised to examine the ongoing rationale for scheme provision. This can examine the 

availability of alternative finance arrangements for beneficiaries and beliefs around access to finance 

and identify emerging needs. Surveys can be used more widely to gain information on the operation 

                                                           
35 Department for Business, Innovation and Skills, Economic Evaluation of the Small Firms Loan Guarantee (SFLG) 

Scheme, January 2010 
36 Brault, J and Signore, S. The real effect of EU loan guarantee schemes for SMEs: a pan-European assessment, 

EIF Working Paper 2019/56 
37 Department for Business, Innovation and Skills, Economic Evaluation of the Enterprise Finance Guarantee 
(EFG) Scheme, February 2013 



 

15 
 

of schemes – such as business awareness of schemes prior to application, timing of applications, new 

emerging needs and requirements. 

The evaluation of the Canada Small Business Financing Programme (CSBFP) assesses this aspect by 

examining the extent to which the programme is continuing to address an identifiable need. It 

examines this through secondary data on previous work aimed at measuring the demand for 

supported loans, such as the 2018 Borrowers Satisfaction and Awareness Study, and concluded that 

until there as there are SMEs and start-ups which lack of collateral or propose risky projects, there will 

be always a rationale for credit guarantee supports of some form. This means that the level of uptake 

is an aspect to consider when assessing the relevance of the scheme, as it can point to how well 

schemes are performing in providing improved access to finance among the target group of firms38.  

The assessments made in terms of the economic and financial additionality play a part in the 

assessment of continued relevance of a scheme across all evaluations – these are typically key 

objectives of a credit guarantee scheme, and so any finding of failure in these areas forms a core part 

of the decision to wards ongoing funding of schemes.  

Key areas of interest: wider context of schemes and credit system, alignment with national policy, 

rationale for scheme introduction and ongoing rationale  

3. Data Sources 

The literature examined utilised a variety of data sources to perform the evaluation of the above 

categories and to assess the causality link between the credit guarantee scheme activities and its 

outcomes and impacts. The OECD categorise the main data sources for evaluation of loan schemes 

into 5 categories: administrative databases, credit guarantee scheme databases, credit registers, 

commercial databases and surveys.   

The most common source of data across evaluation is administrative data, which is collected through 

the ordinary administrative activities. Examples include data collected through national statistics 

offices, tax and revenue offices, or central bank databases. The information available on firms through 

administrative data typically includes a unique identifier, a firms’ annual turnover, sales, export, 

employment and investments.  

A subset of administration data is collected through the administration and management of the credit 

guarantee scheme itself. Data in this area is primarily focused on loan performance, including rates of 

default over time. However, it also typically includes the initial information provided by firms in their 

application submitted for the scheme such as employment, turnover and liabilities. If this data 

contains appropriate identifiers for firms, it can often be linked across to other sets of data. It is 

possible in some cases that the credit guarantee scheme will also collect ongoing data on the 

performance of firms throughout the term of the loan, – this can include detail on the use of funds as 

intended as well as the economic performance of firms, through usual monitoring procedures. 

Credit registers are another subset of administrative data which contain firm level data on credit and 

loans to firms. The breadth of data collected through credit registers can vary by country. Some may 

include a record of loans drawn down alone, while other may include additional detail on arrears and 

                                                           
38 Innovation, Science and Economic Development Canada, Canada Small Business Financing Programme, 

Evaluation Report, October 2019 
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loan restructuring. These can be useful in gaining detail on the loans for firms which have not availed 

of the credit guarantee scheme. 

Administrative data is generally preferred as a data source as it provides a consistent record of firms 

over a longer time period39. The literature examined on the evaluation of the economic performance 

most of the times utilised administrative data at firm-level, including the data sets on welfare benefits, 

as in the case of Le Large, C et al. (2010)40.  

All the above data is usually held by more than one entity: the body providing the support and that 

collecting the information on the economic variables. In the case of credit guarantees, the agency 

administering the scheme, or the central bank hold a register of the firms that applied for that type of 

loan. Administrative data sets are linked together in order to form a more comprehensive picture of 

firms being evaluated. The information held in the credit registers for example is linked to the data set 

that contain information about sales, exports, employment and income of firms through a common 

identifier, usually the company ID registration. The common practice that emerges from the literature 

is that secondary data collected for other purposes and linked to one each other through the identifier, 

are used to assess the economic impact of the programme.  

It is always important to remember that before the evaluation exercise is undertaken, the data quality 

should be assessed to ensure that the data is complete, that there are no gaps, periods in which the 

data was not collected or the methodology for the data collection changed. If gaps are identified, the 

data quality assessment could also identify alternative sources to cover them. Without the data 

assessment, a comprehensive counterfactual evaluation may not be feasible.   

If there is insufficient administrative data available for robust evaluation, survey data can be utilised 

to measure the performance of firms availing of credit guarantees. This itself can take two forms the 

first being annual surveys that government departments carry out to collect information about the 

firms operating in the territory.  Examples of data sets of this type seen in the literature are the Annual 

Manufacturing Survey in Colombia, or the Annual Report on Mining and Manufacturing Survey in 

Korea, which both gather data about sales, exports, employment, annual turnover, and other variables 

of their firms. In the absence of suitable data to assess the performance of firms availing of schemes, 

evaluations can utilise their own survey. This is seen in the case of the evaluations in Canada41 and the 

UK42 where firms availing of guarantees are directly surveyed. The UK evaluation of the Small Firms 

Loan Guarantee Scheme provides an example where direct survey methods are used to establish a 

control group and is also used to collect relevant performance data on beneficiaries.43 Data collected 

through such surveys can include data on a firm’s growth such as employment, turnover, and 

profitability. It can also collect more subjective data in particular relating to financial additionality, in 

terms of whether the firm would have gained access to finance without a credit guarantee, and 

whether it would have proceeded with certain projects without finance.  

                                                           
39 This also avoids issues of self-reporting and response bias 
40 LeLarge,C. et al Entrepreneurship and credit constraints. Evidence from a French Loan Guarantee Program, 

NBER working paper, May 2010 
41 Canada Small Business Financing Programme Economic Impact Analysis, July 2019 
42 Department for Business, Innovation and Skills, Economic Evaluation of the Enterprise Finance Guarantee 

(EFG) Scheme, February 2013 
43 Department for Business, Innovation and Skills, Economic Evaluation of the Small Firms Loan Guarantee (SFLG) 
Scheme, January 2010 
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Direct surveys of beneficiaries may be useful for scheme administrators in terms of lessons for a 

scheme’s operation. Surveys can collect data on beneficiary satisfaction with the operation of the 

scheme which may offer lessons on the application process and any particular features of schemes 

such as premium fees.  

A third type of data relevant to evaluation of credit guarantee schemes is that held in commercial data 

sets, an example being Bureau Van Dijk’s Orbis database. This database gathers together data from 

national banks, credit bureaus, business registers, statistical offices and company annual reports. This 

data is then packaged together and resold. Such a comprehensive database would enable to obtain, 

analyse and compare the data at worldwide level, including those relevant to the evaluation of the 

credit guarantee scheme44. The Orbis data base has been used to good effect by the European 

Investment Fund to evaluate the impact of schemes as it contains a wider range of data on 

beneficiaries and non-beneficiary firms which can be used to establish a strong counterfactual for 

evaluation. For example, Orbis offered Bertoni et al (2019) up to 375 control candidate firms per one 

treated firm. After sample testing it was decided to have 15 control candidates for loan guarantee, 

which equated to a control group of almost 1 million firms.45  

The version of Orbis local to Ireland is named ‘Fame’. Variables included in this database include a 

range of standardised financials established from submitted accounts, corporate structure, the date 

on which the firm was established, industry/sector details. Commercial databases often source 

company data from the annual returns made to the Companies Registrations Office (CRO), which they 

then package and sell onwards. The Credit Guarantee Schemes collect a firm’s CRO number, which 

would allow linking of this data with other data sets such as those available from commercial database 

providers.   

3.1 Data – Unit of Analysis/Linking Data 

The literature highlights that data used to evaluate the schemes is at the firm level and can include 

both beneficiaries and non-beneficiaries. The need to compare beneficiaries against non-beneficiaries 

often requires the use of more than a single data set. This is often a challenging area for evaluations, 

as data limitations can reduce the level of inference which can be made in relation to scheme 

performance. Ideally, data should allow for a comparison of the average performance of beneficiaries 

and non-beneficiaries in order to understand the impact of the scheme on the recipients.  

In some linked data sets may still fall short of containing sufficient detail on areas of interest for 

evaluation. In this case a survey with the firm beneficiaries, and at times also a sample of non-

beneficiaries, can be carried out to integrate the information. The evaluation of the Enterprise Finance 

Guarantee Scheme in the UK which utilised the survey was used to better understand the impact of 

the programme on the firms’ economic performance46. Survey data is also commonly used in the 

absence of administrative data. In an evaluation of a German loan scheme primary data was 

                                                           
44 Brault, J and Signore, S. The real effect of EU loan guarantee schemes for SMEs: a pan-European assessment, 

EIF Working Paper 2019/56 
45 Bertoni, F. et al The effects of EU-funded instruments on the performance of small and medium enterprises: 
evidence from France, EIF Working Paper 2018/52 
46 London Economics/Ipsos Mori, Economic Impact Evaluation of the Enterprise Finance Guarantee (EFG) 

Scheme, November 2017 
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collected47, while another study undertaken in the UK utilises solely survey data – e.g., primary data – 

to assess the impact of the EFG on the firm beneficiaries in comparison with a control group of non-

awardees48 and with the purpose to perform a counterfactual analysis. Data collection in this case 

should take place during the implementation of the scheme and for a few years after its conclusion, 

on a periodical basis, to gain a meaningful insight of the evolution of the impacts since the award of 

the loan.  

Ongoing data to inform scheme evaluation can be generated through scheme monitoring. In this case, 

data is collected during the implementation of the programme, and should already include the 

information necessary for the evaluation of the economic performance of firms going through the 

scheme. A 2017 evaluation of credit guarantees in Czechia utilised this approach then linked the 

monitoring data to another data set which complemented the information provided through the 

monitoring at project level49. The OECD50 also mentions the data held in national statistics office. Some 

of the periodical surveys could prove to be an important source of information. However, the OECD 

itself clarifies that this data set may not include all the information needed, and still need to be linked 

to other data sources. In addition, the access to the microdata held in the national statistics offices 

may not possible or be granted under strict conditions due to data protection issues. 

4. Methodology and Sample Selection 

Empirical approaches can vary by study, but as stated above nearly all the evaluations reviewed 

included an assessment of the economic additionality using counterfactual analysis. Ideally, the 

selection of the sample should follow the rule of randomisation: applicants to the schemes are 

randomly allocated to the loan and others are not, even if they are all statistically similar and are all 

eligible to the scheme. When the treatment and the control groups include a sufficient number of 

companies, their performance is measured against the variables utilised to assess the economic 

additionality. However, the use of randomisation has ethical implications: eligible applicants cannot 

be excluded from the scheme in order to undertake an experiment. For this reason, the sample 

selection has to be carried out through other methods.  

Most of the schemes examined utilise the propensity score matching, and the use of this technique 

depends on the way the scheme is administered and how applicants are selected and assessed. In 

some cases, the schemes adopt an open procedure according to which all firms are eligible to apply, 

but some are not able to obtain the loan or choose not to apply. Other schemes will select the 

participants and establish a threshold below which some applicants are not eligible or set up some 

criteria that will make some firms beneficiaries and other not, as in the case of Italy and the Fondo di 

Garanzia51. According to the propensity score matching, the firm beneficiaries of the loan are included 

                                                           
47 Hennecke, P. at al. The Economic and Fiscal Value of Germany Guarantee Banks, Thünen Series of Applied 

Economic Theory – WP 152, 2017 
48 Department for Business, Innovation and Skills, Economic Evaluation of the Enterprise Finance Guarantee 

(EFG) Scheme, February 2013 
49 Dvoulety, O. Effects of Soft Loans and Credit Guarantees on performance of supported firms: evidence from 

the Czech Public Programme START, December 2017 
50 OECD, Evaluating Publicly Supported Credit Guarantee Programme for SMEs, 2017 
51 De Blasio, G. et al Public Guarantee on Loans to SMEs: an RDD evaluation, Banca d’Italia Working Papers, April 

2001. See appendix for further clarifications 
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in a treatment group, where the treatment is the loan, and their performance compared to the one 

measured for firms that are similar to the awardees but did not receive the loan, which are included 

in what is called the ‘control group’. The statistical similarity is given by variables such as firm sector, 

firm age, firm size, initial turnover etc., matched through techniques such as the nearest neighbour, 

that classifies them according to similarity.  

The main measure of difference is the ‘average treatment effect on the treated’52 – that is the average 

difference between the treated group and the control group. The larger the difference between the 

treatment and control group, the more effective the programme is found to be. The effect of the loan 

is measured through a set of variables that most of the studies seem to have in common: annual 

turnover, sales, exports, employment – in the form of job creation and jobs saved, and firm survival. 

In the construction of a comparison group, it is therefore important that there are pre-treatment 

observations as well as post-treatment observations.  

An important aspect that evaluations should take into account is the fact that not all the effects 

measured are caused directly by the loan. The economic situation plays an important role as well, with 

some sectors more able to survive than others. Some of the studies considered refer to the credit 

guarantee schemes launched in response to the financial crash in 2007-2008. The conditions of the 

economy in which the loans operate are quite different from those of an economy in expansion or in 

a recession induced like the one happening during the Covid 19 pandemic. It should also be noted that 

extreme exogenous shocks like the aforementioned pandemic, and the prolonged uncertainty they 

generate, could influence the type of firms that apply for the credit guarantee scheme. While in 

general the typical applicant is a start-up or a young small firm, the necessity to survive in the market 

hit by periodical shutdown of the economy could result in more established and older firms to apply 

for the credit guarantee support. 

Evaluations reviewed were also aware of potential selection bias, due to those firms which have 

received credit guarantees being a non-random sample of the population. This can lead to biased 

estimates of programme impact when this group of treated firms are compared against a wider 

control group, due to unobserved differences between the two groups. Indeed, banks may select firms 

based on these unobservables: this is an issue highlighted by London Economics in their analysis. This 

evaluation utilised a ‘difference in difference’ approach to reduce the influence of the unobservable 

variables as this controlled for time-varying and firm-specific shocks53. This is discussed further in the 

appendices.  

5. Timing of the Evaluation 

The timing of evaluations can be particularly important for getting useful feedback for policymakers 

for future implementation. Typically, evaluations need to allow sufficient time for data to become 

available on the relevant years of interest and need to ensure that the data which is captured is over 

a sufficient time period to allow for any scheme impact to become evident in the data. This is 

dependent on the nature of the scheme and the data sets available in each country. Some schemes 

may be intended for more short-term working capital type financing, while others may be intended 
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EIF Working Paper 2019/56 
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to facilitate investment over a longer period of time and so economic impacts may take longer to 

become evident, although intermediate outcomes such as firm investment should demonstrate 

quicker change. In general, 5 years or more is the minimum timing required to identify and evaluate 

meaningful impacts on firm performance and on the economy. 

The review of the existing literature shows that while a good part of the studies examined are recent 

and were published between 2008 and 2019, the results of the research they pursued mostly refers 

to the evaluation of the impact of the credit guarantee support at the time of the financial crash in 

2008-2009. The evaluation undertaken in Korea published in 2008 covers the period 2000-2003, when 

the credit guarantee was made available to firms to support them during the Asian financial crisis in 

1997. The remainder of the studies cover earlier periods, with one of the French evaluations covering 

the decade 1988-1999, and others covering a larger timeframe, like Germany (1991-2015). It should 

be noted that most of the studies reviewed have been undertaken around 5-10 years after the 

conclusion of the credit guarantee intervention. This timing is in line with the theory on programme 

impact evaluation as said above.  

Evaluations of the UK EFG scheme offer a picture of more ongoing evaluation of a single scheme. This 

has been evaluated by Allison et al in 2013 and London Economics in 2017. The 2013 evaluation looks 

at the cohort of borrowers who took out a loan in 2009 and examines their performance over the 

period 2009-2012. The use of survey methods in this evaluation allows for very recent performance 

data to be collected, relative to the paper publication.  

The 2017 EFG evaluation examines the cohort of businesses which received loans in 2010/2011, 

2011/2012 and 2012/2013. These were selected such that there was at least 3 years of performance 

data available on firms after receiving an EFG loan.  

A review of three evaluations by the EIF found that for two of the studies a period of five years was 

allowed to establish an impact from scheme funding, this related to loans across a number of 

European countries including Italy and Nordic countries – however the time period of studies did vary, 

with the study from Bertoni (2019) allowing up to ten years after loan drawdown for effects to be fully 

explored5455. 

LeLarge et al (2010) which examined the French guarantee scheme SOFARIS use data from firms in 

their first year of existence and then again in the third and seventh year, conditional upon firm 

survival56. The analysis performed in this way allows them to establish a trend of the average 

treatment effect and to identify the impact in comparison with the control group. 

Overall, the literature examined offers useful insights on the areas that the evaluation of the credit 

guarantee schemes should cover, and in particular identifies the most relevant variables and how the 

causality link among the various scheme components can be evaluated. The appendix also offers an 

overview of the findings of the evaluation studies examined, and of what can be expected from the 

assessment of the Irish schemes.  
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6.Undertaking an Evaluation of a State-Supported Loan Scheme 

6.1. Introduction 

This section seeks to provide guidance on the evaluation of State-supported loan schemes. 

Recognising that there has been considerable work setting out frameworks for the evaluation of 

enterprise funding previously as well as central guidance under the Public Spending Code on 

conducting evaluation, this section will attempt to keep duplication brief and to retain focus on loan 

schemes. However, as the topic is evaluation of programmes there is a certain degree of crossover 

with previous work57 58. The below steps are themselves informed by and based upon previous 

guidance on enterprise support evaluations from Forfás, with a new focus on loan schemes.  

A five-step evaluation framework is proposed, which outlines the necessary steps to undertake the 

evaluation of the scheme.  

6.2 Step 1: Define Evaluation Objectives and Describe the Programme  

The first step is the definition of the evaluation objectives and the description of the scheme using a 

logic model. Each loan scheme will have its own specific features that will shape its logic model in a 

way that makes the schemes different from one each other. For example, some may target longer 

term lending and investments, while others – such as those established in response to the Covid-19 

Public Health Emergency may be targeted at working capital and operate for the duration of the 

emergency. A clear description of the objectives will allow for a better assessment of continued 

relevance and whether the schemes are achieving its objectives. While the evaluation framework is 

similar across all credit guarantee schemes, the importance placed on each component depends on 

the individual set-up of each loan scheme and its intended purpose.  

6.2.1 Specify a Programme Logic Model 

Earlier in this paper it has been noted that the theory of change was adopted to frame the evaluation 

of the credit guarantee support in several EU countries59.  

A theory of change establishes the causality links between various components of a programme, 

assuming that the outcomes and impacts will be determined by the input and activities and that they 

are not expected abstractly. A well-articulated theory of change can act as the basis for a programme 

logic model (PLM) which can specify greater detail on programme level metrics, and describe the 

resources and activities utilised in the schemes in comparison to the broader theory of change which 

has a more strategic focus60. 

An evaluation framework based on this approach can be sector-specific, and when assessing the 

causality link between the various scheme components, it will specify the type of firms targeted, the 

term of length of the loan and the role of lending institutions. 

                                                           
57 Department of Enterprise, Trade and Employment, Evaluation of Enterprise Supports for Research and 

Innovation, April 2014 
58 Department of Public Expenditure and Reform, Public Spending Code, January 2018 
59  Brault, J and Signore, S. The real effect of EU loan guarantee schemes for SMEs: a pan-European assessment, 

EIF Working Paper 2019/56 
60 Sage Publications, Introducing Logic Models 
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A generic PLM which might be applied as a starting point for Irish loan schemes is set out earlier in the 

paper. The PLM sets out the objectives, inputs, activities, outputs, outcomes and impacts of a 

programme.  

Programme inputs are typically the costs and staff input on programmes and include both direct cost 

and administration costs. Relevant cost categories may vary depending on the loan scheme, as set out 

in DPER 2021 Spending Review on State-supported loan schemes61. Some loan schemes main cost will 

be the first loss provision, which represents the maximum liability the state is open to and which is 

paid up front, and for which it may receive moneys back if default rates are lower than expected. 

Other loan schemes may operate on a contingent liability basis where the State pays for defaults as 

they occur. The appropriate inputs will be best guided by the policy unit over the loan scheme at the 

time of the evaluation.  

Programme activities are the processes supported by the programme owners in delivering outputs. 

For State-supported loan schemes this might typically involve the establishment and provision of loan 

risk-sharing facilities, the approval of loan applications, as well as developing a reporting/monitoring 

structure for the programme.   

Outputs are the direct result of the programme. In the case of State-supported loan schemes the 

outputs would best be measured in the number of loans provided, and the level of funding which is 

lent.  

Outcomes and impacts are respectively the short to medium term effects of the programmes, arising 

directly from the programme outputs, while impacts are the longer-term effects emerging from the 

programme. State-supported loan schemes may have differing outcomes and impacts depending on 

their specific objectives. Some common outcomes would be increased lending to SMEs, increased 

lending to financially vulnerable segments of the business population. Longer term outcomes would 

be improved SME performance across both new and established SMEs, increased resilience among 

SMEs and improved lending relationships between banks and SMEs. The ultimate outcome of a State-

supported loan scheme should include improved economic output and SME development.  

6.2.2 Evaluation Objectives  

As seen in the literature on credit guarantee evaluations – evaluations will typically attempt to 

establish the economic additionally, financial additionality and examine the financial sustainability of 

a loan scheme. When assessing each of these elements, an evaluation should reflect the individual 

context of each scheme including the specific objectives of that guarantee – whether it is a crisis 

measure or an instrument introduced to promote improved access to finance more generally, the 

target sectors and firms, along with the term of the loan have important implications for the 

evaluation of the schemes. The terms of reference should be set out for the evaluation and should 

include a focused set of questions related to evaluation criteria and the objectives of the assessment 

exercise. Some examples of these are set out below in Table 2.   

                                                           
61 Department for Public Expenditure and Reform, State-Supported Loan Schemes, October 2020 
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Table 1: Evaluation objectives and questions 

Objective Evaluation Question Variables 

Scheme appropriateness What is the ongoing rationale for 

intervention? How does this relate 

to national policy? 

Qualitative: examining rationale for 

schemes, operation of scheme and firm 

needs  

Quantitative: wider credit conditions, 

level of scheme uptake, profile of 

beneficiaries 

Economic additionality on 

firm performance 

Has the state-supported loan 

scheme helped firms to improve 

their performance?  

Sales, Exports, Employment, Annual 

Turnover, Firm survival 

Economic additionality on 

the wider economy 

Has the scheme led to an 

improvement in the overall 

economic conditions? 

Identification of the costs and the benefits 

of the scheme and calculation of its net 

present value 

Financial additionality Has the credit guarantee scheme 

helped increase the take up of other 

loans? Has the credit guarantee 

scheme increased firm debt? 

Bank debt, ratio of debt to assets, growth 

of financial burden (interest payments), 

access to collateral,  

Project additionality What would happen to the 

investment plans of firms without 

the credit guarantee? 

Beneficiary’s views on access to finance 

and investment plans without the loan 

Financial sustainability What is the impact of the scheme 

on public finances? Is the scheme 

sustainable in the long-term?  

Scheme funding, loan premium/fee, other 

relevant revenues to the Exchequer, 

administration costs, default rate on 

loans/cost of default, scheme uptake 

 

Box 2 above summarises the main evaluation objectives, questions and the main variables to utilise 

to address them. Assessing the impact of the loan on firm performance and against a set of variables 

is a critical aspect that an evaluation of a credit guarantee should cover. It is important that the 

evaluation establishes as much as possible the extent to which the credit guarantee scheme 

determined the firm performance, or if other external factors influenced it. In this way it is possible to 

establish whether there is a causal relation between the support and the firm performance in line with 

the theory of change or if other variables determined the impact measured. The evaluation question 

covering this aspect would be framed as follow: has the state-supported loan scheme helped firms to 

improve their performance?  

The economic additionality, as seen in the literature review, also includes the impact of the scheme 

on the wider economy. Therefore, the evaluation of the scheme will also attempt to assess the 

broader economic and social impacts. The evaluation question associated with this objective will be 

worded as follows: “Has the scheme led to an improvement in the overall economic conditions?”. The 

cost-benefit analysis that the evaluation of the UK Enterprise Finance Guarantee scheme is an example 

of impact assessment on the economy. It is important to always establish a baseline situation that will 

serve as a comparator to evaluate the overall impact and improvement on the economy.  
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The financial additionality could be assessed in its function of the credit guarantee scheme of helping 

firms to gain the necessary credentials to access commercial loans. The evaluation question could take 

this form: “Has the credit guarantee scheme helped increase the take up of other loans?”. However, 

as per the literature review, the concept of financial additionality is quite broad, so the above 

evaluation question is not at all exhaustive. The level of firm debt is another aspect that falls into this 

area, and another possible evaluation question could be: “Has the credit guarantee scheme increased 

firm debt?”. In this sense, it could be also useful to assess how this will impact on firm survival, 

especially when the economic outlook does not look favourable. As seen earlier, the concept of 

financial additionality also includes the project additionality, the assessment of which could be based 

on the following evaluation question: “What would happen to the investment plans of firms without 

the credit guarantee?” 

The financial sustainability is the third important aspect that this paper and the literature review 

identifies as relevant for the evaluation of credit guarantees. Schemes should be monitored for 

developments in their cost and an evaluation should include an assessment of the elements of risk 

sharing. The fact that numerous Irish credit guarantee schemes have been established on the basis of 

a first-loss provision significantly reduces the risk to the State of costs arising from unexpected 

defaults. Nonetheless default rates remain an important measure of the wider costs of credit 

guarantee schemes and have implications for the expected level of first-loss funding which may be 

returned at the completion of the scheme, as well as implications for first-loss provision of any future 

schemes. For schemes established without first-loss funding, default remains an even larger concern 

for costs, and it is advisable to assess the financial sustainability of any credit guarantee scheme on a 

periodical basis, to gain a deeper knowledge of whether and how public finances are affected and if 

there are any threats to sustainability. 

Evaluations of publicly funded programmes should also examine the continued appropriateness 

and/or relevance of the scheme. This may consider the initial rationale for the scheme and whether 

this rationale continue to hold with reference to a changed policy context. 

6.3 Step 2: Identify Appropriate Methodology for Analysis 

The second step is the identification of the methodology mostly appropriate for the evaluation of the 

schemes. As discussed above, a full randomised experiment cannot take place to assess the impact of 

schemes, due to firms having self-selected to avail of a credit guarantee. However, if data availability 

permits it is advised to establish a control group of firms alongside a treatment group of those firms 

availing of the scheme, and through econometric analysis establish any causal difference in the 

groups. Methods used in the literature include propensity score matching, regression discontinuity 

design. Economic and financial additionality are generally assessed for their impact in the above 

manner, while other aspects such as financial sustainability and progress on other scheme objectives 

are assessed more broadly.  

An examination of a scheme’s economic additionality will assess the impact of the loan on the firm 

performance against a set of variables which should include a firm’s sales, exports, employment and 

firm survival. Other variables which could be considered include productivity and impact on total and 

intangible assets as a measure of investment intensity. The important aspect here to remember is the 

timing. Impacts on annual turnover, sales or employment typically are assessed after at least five years 

from the inception of the loan, while more intangible impacts like those on productivity and 

investment intensity could show after more than seven years and should be examined by taking into 
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account the situation of the economy, as variables like productivity could be affected by wider 

economic circumstances.  

The evaluation of the financial additionality should examine the impact on a firm’s credit access 

primarily through an assessment of changes in a firm’s liabilities, in particular bank lending. Ideally this 

would use a robust data set which has multi-annual data points on each of the above. Financial 

additionality can also be assessed through a survey of the beneficiaries in order to assess the project 

additionality, as outlined in the literature review, and the broader financial additionality, and in 

particular if the access to the credit guarantee scheme has enabled the beneficiaries to gain sufficient 

credentials to access loans at commercial rates as well as their ability to access finance outside of the 

credit guarantee. Other areas of interest could include the intensity of competition in the market.  

Financial sustainability is the last important aspect and would assess the efficiency of the scheme in 

terms of its ability to cover its costs over time and the net costs to the Exchequer associated with the 

scheme. The level of exposure for public finances becomes relevant when the default rate is high and 

represents a risk. The default rate should be monitored on a periodical basis and the evaluation on 

the impact on public finance undertaken if the level of default reaches concerning values. The 

assessment of this aspect will identify the costs of the programme, the costs for the economy and the 

costs that in case of default are unrecoverable, and the net benefit for public finances, that in this case 

is represented by the revenue generated from the increased sales and employment. However, an 

ongoing assessment of the financial sustainability can be undertaken in the context of the cost benefit 

analysis as the costs of the credit guarantee scheme are always part of it. The evaluation of scheme 

costs and scheme defaults should be cognisant of the economic context in which the schemes operate, 

particularly if schemes were introduced to aid firms financing needs during a period of economic 

downturn.  

The economic benefits generated from an analysis of the economic and financial additionality of the 

scheme can be compared against these costs to allow for a view on the total cost-benefit of the 

scheme. Part of this analysis is possible when the impact of the scheme on the wider economy is 

evaluated, as there are some areas of overlap between the two. This would also reflect the 

administration of the scheme – including elements for internal review such as the impact of guarantee 

or premium fee on the scheme, and the administration cost and performance of the scheme.  

While firms are the primary beneficiaries of credit guarantee schemes and therefore the focus of 

assessment within this framework, the important role of banks as intermediaries can also be assessed 

in an evaluation. A review could consider the implications of credit guarantee schemes on banks’ 

capital structures. A number of reviews have considered the bank’s ‘opportunity cost of capital’ as a 

relevant cost to include in an assessment of total scheme costs. A review might consider this cost as 

well as potential benefits associated with a lower risk profile for banks. In terms of assessing scheme 

performance the perspective of banks may also be a useful input – in terms of informing around the 

context in which the schemes operate and identifying possible issues in terms of uptake of schemes.  

6.3.1 Timing of Evaluation 

As mentioned in several parts of this paper, the timing of the evaluation is very important to ensure 

that the impacts are captured and measured correctly. Most evaluations assessed have allowed for a 

minimum of 5 years performance data on variables such as sales, annual turnover and employment 

from the year the loan was granted, prior to assessing the loans impact. Several evaluations assess 
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impact with 3 years of performance data. Drawing on the above, this framework advises a minimum 

of 3, and ideally 5, years performance data post loan drawdown before an assessment is made of the 

scheme impact. The evaluation of longer term impacts as on the increased productivity require to wait 

7 years or more years before these effects fully display. The literature reviewed does not seem to have 

interest in assessing long term impacts as on productivity, but a future ex post evaluation exercise 

could cover these impacts as well and collect the relevant data. 

Another aspect which must be considered in the timing of the evaluation is the availability of data – 

which is discussed in greater detail in Step 3. Aside from direct survey data which can be sought and 

reported on within a quicker time frame, there appears to be generally a minimum of an 18-month 

gap between the close of an accounting year and when that financial data might be available through 

a database. Other considerations which can impact on the timing of the evaluation include allowing 

time for loan terms to close out. While this may not be essential in all cases, as performance impacts 

for loans may occur over the first number of years, a comprehensive evaluation of the scheme should 

include an assessment of the final level of default arising from the schemes. Evaluating after loan 

terms have closed will also allow for an assessment of firm performance with and without the 

associated debt burden from the credit guarantee.   

The above elements should be considered when planning an evaluation for the schemes, as 

commissioning an evaluation too early risks under-reporting scheme impacts and missing key lessons.  

Of the six schemes, the Credit Guarantee Scheme and the Microenterprise Fund are the longest 

running, having been introduced in 2012. In the case of the CGS, the duration of the first loans was for 

a maximum of three years. As a consequence, a first batch of beneficiaries and non-beneficiaries that 

could compose the treatment and the control group could be identified to measure the economic 

additionality on firm performance. In 2016, following an external review, the Credit Guarantee 

Scheme was amended to extend the duration of the tenure to up to 7 years – the majority of these 

loans should be reaching term. While it might be reasonable to expect impacts on firm performance 

to appear prior to a loan being paid back – for a comprehensive examination of the long-term impact 

on firms (including their ability to repay loans) an ex-post evaluation would take place once the loan 

term has finished. Given the length of time since the introduction of the Credit Guarantee Scheme it 

could be evaluated in the near future. 

The Brexit Loan Scheme was introduced in 2018 in order to help mitigate the effects of Brexit on 

impacted firms. With loan terms of up to 3 years the first batch of loans under this scheme will be 

closing out in 2021. An evaluation in 2022/2023 would have sufficient data on the firms which drew 

down loans from 2018 to 2021 and takes into account the fact that the final deadline for the departure 

of the UK from the EU was postponed a number of times, and the circumstances stabilised when the 

actual Brexit happened on 1 January 2021.The Brexit Impact Loan Scheme is the most recent of the 

schemes, launched by the DETE in October 2021. As loans are available until 31 December 2021, and 

the maximum terms is 6 years, an ad interim evaluation is possible around 2025/2026, while the ex-

post assessment will be possible after 2028, as in the case of the Future Growth Loan Scheme and the 

Covid 19 Credit Guarantee Scheme. 

.  

The Covid-19 Working Capital Scheme was introduced in 2020 to fund working capital requirements 

and/or to fund innovation, change or adaptation of the business to mitigate the impact of Covid-19. 
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An evaluation of this scheme would track the performance of firms over course of the pandemic and 

post-pandemic period. Given that the scheme was targeted at working capital needs, impacts on firm 

financing should be clear in the year of loan draw down with follow on impacts on firm performance 

becoming clearer over time. Taking three years of performance data, an ex-post evaluation of this 

scheme in 2024 would be appropriate in terms of timing.    

In certain cases, credit guarantee schemes operate in highly uncertain and fast changing environments 

– as seen with the credit guarantees introduced to provide improved access to finance for firms 

through the Covid-19 pandemic. In cases such as these, a real-time evaluation may become necessary 

to assess the scheme and amend it immediately to make it more responsive to the firms’ needs in 

presence of an unprecedented emergency. Data can be collected in real time using short surveys of 

the beneficiaries and applicants, and in consultation with sector organisations and other stakeholders, 

for example to improve the efficiency of the procedures to access the loan if the scheme is sustaining 

the survival in the market and the State’s guarantee remains sustainable for the public finances62. 

Once economic circumstances become more certain and long-term planning becomes feasible, it will 

be possible to undertake the ex-post evaluation as outlined in detail in this document. Once the 

circumstances stabilise, the full costs of the schemes are clear, in relation to the completion of the 

loan terms, the default rates and the full impact of lending is observable and measurable. As it can be 

inferred from the description of the schemes and from Table 2, some of them operate on an ongoing 

basis, others were introduced as emergency measures. While waiting for the ideal time to undertake 

the ex-post evaluation would be desirable, in practice this may limit the value of the evaluation 

findings for incorporation into potential future schemes. This means not only that the final evaluation 

may take place with different timing, but also that interim evaluations may prove useful in informing 

policy makers and programme managers.   

The Future Growth Loan Scheme was launched in 2019 with loans aimed at longer term investment 

with a loan term of 7-10 years. Depending on what the loan is financing, some impacts may already 

be visible. In the case of the Future Growth Loan Scheme an interim evaluation would provide an 

assessment of the continued relevance of the scheme and the efficiency of the procedures and may 

provide some insight into the performance of firms post loan drawdown. An interim evaluation taking 

place in 2024/2025 would have 4 years of performance data to draw on over the period 2019-2021, 

and possibly more recent data if direct survey methods were used. A full ex-post evaluation of the 

scheme would then follow allowing for a more comprehensive assessment of the scheme’s 

performance and would take place from 2028 onwards. 

Lastly the Covid-19 Credit Guarantee Scheme, a further development of the Credit Guarantee Scheme 

was launched in 2020 – given the longer loan term of up to 5 years under this scheme, a later 

evaluation of this scheme post-2025 may be appropriate. An interim evaluation to identify the first 

results of the schemes and assess their efficiency can already take place, and Table 2 indicates 

2023/2024 as earliest year. 

The below is a loose schedule of evaluations based on the above discussion. Authors emphasise that 

this schedule of evaluations is set out as an indication of the earliest year in which it would be 

appropriate to evaluate each of the schemes and is intended to advise on when evaluations may take 

                                                           
62 McNall et al (2007) Methods of rapid evaluation, assessment and appraisal, in American Journal of Evaluation 
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place – it does not indicate an undertaking by the Department of Enterprise, Trade and Employment 

to evaluate in line with this63. Other factors which the Department may consider include the 

practicalities of evaluating multiple schemes over a close time period, and whether lessons learned 

from one evaluation may inform others.  

Table 2: Potential Schedule of CGS Evaluations 

Scheme Earliest Year for Evaluation 

Credit Guarantee Scheme 2022/2023 

SBCI Working Capital Scheme: Brexit Loan Scheme and 

Covid-19 Working Capital Scheme 

2022/2023 

Covid-19 Credit Guarantee Scheme: Interim 2023/2024 

Future Growth Loan Scheme: Interim 2024/2025 

Brexit Impact Loan Scheme: Interim 2025/2026 

Final evaluations of loan schemes: (CCGS, FGLS, BILS) 2028-2031 

Microenterprise Fund 2024 onwards 

 

6.4 Step 3: Identify Data Requirements 

6.4.1 Irish Data  

In order to rigorously assess Irish State-supported loan schemes appropriate data is required to 

establish an accurate picture of the firms who have received loans as well as to construct a control 

group of firms against which to compare performance. The following sections illustrate potential 

avenues for collecting data relevant to assessing Irish State-supported loans, which are available in 

Ireland. As explored in this paper, a single data source is likely to be insufficient for robust 

counterfactual evaluation. As a result, assessing the performance of Irish credit guarantees may 

require the linking together of a number of the below sources. It is also important to note that 

challenges will be likely in accessing data with sufficient coverage on firms to act as a control group. 

With the below exercise setting out potential sources. A deeper data matching exercise would likely 

be required to establish the feasibility of the evaluation exercise. Examining the quality of the data, in 

particular; if the information required to address the areas identified earlier is complete and up to 

date, if there are gaps in terms of time or coverage, with different methodologies (e.g., changes in the 

reference period or periodicity of the data collection). In this case, it is important to stress that the 

data set out in the following sections may not have sufficient coverage for a robust counterfactual 

evaluation, and that in this event additional sources could be sought through a direct survey approach.  

Administrative Data 

One source of data on successful applicants is the administrative data collected in processing loan 

applications. Most Irish credit guarantee schemes introduced are administered by the Strategic 

Banking Corporation of Ireland and onward through Irish lenders. Microfinance also operates a 

number of schemes as set out at the beginning of the paper.  

                                                           
63 This schedule does not include the Agricultural Cash Flow Loan Support Scheme as evaluation of that scheme 
is beyond DETE’s remit.   
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Common data which is collected through firm loan applications includes a firm’s sector, the level of 

annual turnover, total assets, the number of employees, the firm’s regional location, the loan purpose, 

loan size and term as well as a unique identifier – typically the firms Companies Registration Office 

(CRO) number or VAT number. This provides an accurate picture of firms at the time at which they 

applied for a loan however, it does not provide any data on firm performance post loan drawdown. 

This data is used in the ongoing monitoring of the loan schemes, which is reported on by the 

Department of Enterprise, Trade and Employment on a weekly basis providing data on total lending 

volumes, the number of loan drawdowns with breakdowns available by sector and county.64  

This administrative data can act as a starting point for identifying the firms which have received loans 

and linking that data with wider data set. One example of data set that could be linked to the 

information available on loan processing is the CSO’s Central Business Register, which could be 

utilised to construct a counterfactual as well as to collect further information on firms which 

have availed of loans. The Business Register is maintained using quarterly files of VAT, employer, 

Corporation Tax or Income Tax registrations, plus quarterly files of VAT activity, and annual P35 

employment, Corporation Tax and Income Tax returns and it is used to construct the annual 

Business Demography which provides an overview of the business registrations, business deaths 

and employment at the firm level. The Register is also used as the sampling frame for Census of 

Industrial Production (CIP) and the Annual Services Inquiry (ASI) both of which are supplemented 

directly by administrative data to generate a profile of firm turnover, Gross Value Added and 

persons engaged in the firm. The use of CIP and ASI to supplement Business Register data was 

used to examine firm-level productivity in a previous Department of Finance paper ‘Patterns of 

firm level productivity in Ireland’–  which demonstrated the potential use of this data for analysis 

of firm performance65. Similar to the ‘Business in Ireland’ publication from the CSO which 

combines the above data sources to provide a comprehensive picture of business activity in 

Ireland, they could be used to generate a control group as well as provide context on firms 

availing of the loan scheme.66 A similar approach was used in the 2017 evaluation of the 

Enterprise Finance Guarantee in the UK – which utilised the Inter-Departmental Business 

Register to analyse and compare both beneficiary and non-beneficiary performance, having 

linked the data set with a common identifier.67 The feasibility of this approach is worth exploring 

further, while the Business Register may be able to supply comprehensive data on business 

deaths and employment figures, survey data available through ASI and CIP may not have 

sufficient coverage of firms over the relevant time period to allow for robust evaluation. This 

would be problematic particularly if there were insufficient matched data from the group of 

beneficiary firms. With this challenge in mind, the above is set out as one potential data source, 

which could be used to supplement other data sources.  

                                                           
64 Department of Enterprise, Trade and Employment, Various publications on state-supported loans  
65 Department of Finance (2018), Patterns of Firm Level Productivity, available at: 
https://www.gov.ie/en/publication/975f17-patterns-of-firm-level-productivity-in-ireland/  
66 CSO, Business Demography data sets, available at 

https://www.cso.ie/en/methods/surveybackgroundnotes/businessdemography/ 
67 London Economics/Ipsos Mori, Economic Impact Evaluation of the Enterprise Finance Guarantee (EFG) 

Scheme, November 2017  

https://www.gov.ie/en/publication/975f17-patterns-of-firm-level-productivity-in-ireland/
https://www.cso.ie/en/methods/surveybackgroundnotes/businessdemography/
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The Central Banks establishment of a Central Credit Register offers another potential source of 

data68. The register records all credit activity of companies operating in Ireland and uses a firms 

CRO number as an identifier – meaning this data could be readily linked with other data sets and 

would provide an accurate overview of developments of a firm credit activity. Access  to this data 

however is strictly controlled, which may preclude its use as a data source for an evaluation of 

credit guarantees.   

Commercial Database 

A second option to construct a strong counterfactual would be to utilise a commercial database 

such as that offered by Bureau van Dijk from their Fame or Orbis database which provides 

detailed financial data on firms utilising data from the Companies Registration Office. This 

approach has been successfully used in evaluation papers from the European Investment Bank.69 

The EIB evaluation papers used company identifiers from scheme administration data to identify 

companies on the Orbis database and to then match these companies with similar firms who had 

not availed of credit guarantees in order to evaluate the impact of the scheme on firm 

performance. Both above data sources (the CSO’s Business Register and/or commercial 

database) have some slight time delays from the reference year until the data is available. For 

example, the CSO’s Business Register (under the Business Demography statistical release) 

released 2019 data in July 2021. This would mean that an evaluation would have to wait an 

appropriate amount of time to utilise this data in an evaluation. UK evaluations for example 

examined the scheme impact over a three-year timeframe. The wider timing of evaluation will 

be discussed in the section below.  

Survey Data 

The Annual Business Survey of Economic Impact (ABSEI) represents a useful resource for 

information on the client companies of the enterprise agencies70. However, it is discounted as a 

source of data in establishing a robust counterfactual for credit guarantee schemes due to the 

characteristics of enterprise agency clients (in terms of expected sales and employment growth) 

compared to typical non-agency client firms.   

If the above routes are unable to provide sufficient data, or there are issues with matching data 

to construct a counterfactual analysis then it is possible to supplement the data partially or 

completely by a direct survey of both beneficiary and non-beneficiary firms. In order to construct 

a robust counterfactual analysis, the survey would need to collect data on firm performance over 

the relevant time period. This could vary depending on programme objectives, but it is usually a 

quite wide timeframe as mentioned in the literature review earlier, as the data collected needs 

to provide information on the trend and the trajectory of the impact  on a number of relevant 

variables. This would typically include various relevant variables such as a firm’s employment 

and turnover, sales and exports, details on borrowing and total assets, as well as a range of 

                                                           
68 Central Credit Register, available at https://www.centralcreditregister.ie/borrower-area/publications/ 
69 Brault, J and Signore, S. The real effect of EU loan guarantee schemes for SMEs: a pan-European assessment, 

EIF Working Paper 2019/56  
70 Department of Enterprise, Trade and Employment, Annual Business Survey on Economic Impacts, various 

dates available at https://www.gov.ie/en/publication/d3fe9-annual-business-survey-of-economic-impact-

2019/  

https://www.centralcreditregister.ie/borrower-area/publications/
https://www.gov.ie/en/publication/d3fe9-annual-business-survey-of-economic-impact-2019/
https://www.gov.ie/en/publication/d3fe9-annual-business-survey-of-economic-impact-2019/
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control variables such as the age of the business, the sector and region, which as the literature 

shows, influence the magnitude of the impact 

One key area where a survey may be able to provide greater clarity is the financial additionality 

in terms of firm’s belief regarding a credit guarantee on their ability to access adequate finance 

and the usefulness of that finance in expanding their business or simply to survive in the market. 

The literature reviewed above shows that this can provide detail on whether a firm believes it 

would have accessed finance without the credit guarantee, or whether there were issues around 

the affordability of other finance, the quantum of funding offered elsewhere or the decision to 

undertake the project, which could be delayed significantly in absence of the loan, or in extreme 

cases, cancelled. 

Survey methods can also help inform evaluators on the level of deadweight associated with 

supporting firms who are competing in the market – often against firms who have not been in 

receipt of support. The ability of non-supported firms to take market share from supported firms 

(particularly in the domestic market) can inform views on the requirement of support from the 

State in some cases, as supporting firms which might be displaced by non-supported firms implies 

a higher level of deadweight arising from the scheme. 

A survey could allow for a greater focus on the scheme’s operation in terms of applicant’s views 

on the administration of the scheme and the scheme characteristics. This can include the 

application process, the costs of the scheme, whether it might allow the beneficiary to acces s 

finance in the wider credit market given improved credit history post-loan.  

Given the above added detail which a survey can lend to an evaluation there are clear benefits 

to using a survey, whether that is to generate a counterfactual for comparison or to gather 

beneficiary feedback on the scheme. One caveat which should be borne in mind when using 

surveys is the subjectivity of answers, and the under- or over-estimation that respondents could 

provide of their situation. 

Data which could be drawn from across the above sources and which this paper would recommend 

for an assessment of performance include:  

Financial additionality: bank debt, ratio of debt to assets, growth of financial burden (interest 

payments), access to collateral, beneficiary’s views on access to finance. 

Economic Additionality: employment in the firm, expenditure on wages, annual sales/turnover, firm 

profits, exports, firm productivity, impact on total and intangible assets (investment intensity), firm 

survival (measuring likelihood of firm dissolution). 

7. Step 4: Evaluate the programme 

7.1 Assess the appropriateness of the programme 

In line with the Public Spending Code guidance an evaluation should consider the initial rationale for 

the programme. Rationale for State-supported loan schemes are mainly focused on improved access 

to finance for SMEs as well as specific support, although there can be other wider rationale for 

schemes. The evaluation should then examine whether the rationale for the programme continue to 

hold in relation to the changing policy landscape.  
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The evaluation can assess the continued appropriateness of the programme through examining its 

alignment with national policies and strategies, as well as a more specific view of how the programme 

is aligned with firms needs currently.  

Some example questions from PSC guidance on value for money reviews include71:  

 Why is a public policy intervention necessary?  

 Is the programme responding to identified current policy needs?  

 Is there continued market failure? 

 Is the programme compatible with the objectives in the Department’s Statement of 

Strategy? 

When examining the appropriateness of a credit guarantee scheme the evaluation should also 

consider reflect the wider economic circumstances in which the schemes were introduced in or may 

continue to operate in.   

The role that a scheme plays in the financial system, and the degree to which any one scheme is 

becoming a part of wider provision of finance to SMEs should be examined. Some elements which 

might be considered here include changes in the level of lending to SMEs both through the schemes 

(level of uptake) and more broadly throughout the system. The term length, cost and intended 

purpose of loans available to SMEs through the schemes and those available more broadly through 

banks should also be considered when assessing the role that credit guarantees play and their 

appropriateness as a support to SMEs.   

As part of the wider assessment of appropriateness an evaluation may examine how the credit 

guarantee scheme fits with the wider array of enterprise programmes available, and the extent to 

which it is responding to firm needs. An evaluation may utilise a survey of scheme beneficiaries to 

examine access to alternative finance arrangements, and the degree to which the credit made 

available through the schemes was a necessity for firms and responds to their needs, or if these could 

be better met with other initiatives.  

Ultimately, an assessment of continued relevance of a scheme should examine whether the scheme 

is achieving its stated objectives. A core objective of credit guarantee schemes reviewed in this paper 

is financial additionality – which is examined under the areas of effectiveness below.  

7.2 Assess the Effectiveness of the Programme 

Using the methodology and data from steps 2 and 3, an assessment of the effectiveness of State-

supported loan schemes should focus on the economic and financial additionality of the programme. 

An effective State-supported loan scheme should demonstrate positive (and statistically significant) 

impacts across the variables identified in the review of the international practice.  

An assessment of the effectiveness of a State-supported loan scheme should also examine the 

potential deadweight associated with the scheme. This can best be assessed through direct surveying 

of programme participants. Another indicator of lower deadweight would be a clear difference 

                                                           
71 Department of Public Expenditure and Reform, Public Spending Code, January 2018 
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between the number of credit events among the programme participants and an appropriate control 

group.   

Credit guarantee schemes may be established with additional goals beyond improved access to 

finance and economic performance of participants. While the literature points to these two aspects 

being the most commonly assessed element of credit guarantee schemes, if the schemes have other 

broader objectives, it is important these are evaluated as well. Indeed, for certain schemes the 

importance of the broader objectives may have higher priority than objectives of economic and 

financial additionality. Examples may include guaranteed loans provided for a specific purpose – such 

as energy efficiency upgrades, retrofit schemes, specific agricultural investments and upgrades, or 

indeed guaranteed loans to individuals (as compared to firms). In these cases, an assessment of 

progress towards these specific objectives should be included in the evaluation.  

7.3 Assess the Efficiency of the Programme 

An assessment of the efficiency of the programme should focus on the costs of the programme to the 

State. This aligns with the credit guarantee evaluation literature which focuses on ‘financial 

sustainability’. This area would then focus on the cost drivers for the programme. 

Relevant costs can include first-loss provision, the cost of defaults (this can vary by programme and 

may not be a relevant cost depending on programme set up) and administration costs. A cost of capital 

can also be included in some evaluations where there is a view that private banks have borne an 

opportunity cost for lending under the scheme. 

Other assessments of efficiency can examine aspects related to the management of the programme, 

such as the cost of staff, physical equipment and other resources, but also the timing of the 

turnaround for the approval of the applications and the procedures in place to release the loan to the 

beneficiaries. 

An assessment of the costs would allow for a cost-benefit analysis of the programme to be 

undertaken. The benefits would be informed by the economic additionality established through the 

evaluation (in particular the added employment, capital investment, and turnover). These could then 

be compared against the relevant costs as calculated. This assessment would need to take account of 

scheme deadweight as well as other appraisal parameters such as the shadow price of public funds, 

the shadow wage, opportunity cost of additional labour and others which are set out in the Public 

Spending Code Guidance as well as in the Review of the DETE Economic Appraisal Model72.  

7.4 Step 5 Report and Review the Evaluation 

The last step of the evaluation framework is the draft of the final report. Even if it may appear an 

obvious suggestion, it is always important to include an executive summary at the inception of the 

final report which summarises the evaluation questions and findings. The language should be kept 

simple and technical terms avoided or explained to make the study accessible to a non-expert 

audience, which may be familiar with the credit guarantee scheme but less with the language of the 

evaluation methodology. This is also important in light of the possible publication of the report, where 

a wider audience could be interested in the findings.  

                                                           
72 Indecon, Review of the enterprise agencies economic appraisal model, 2018  
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Once the analysis is performed, the typical format of the final report also includes the recapitulation 

of the main findings, and address whether the rationale retained its validity in a policy context that 

may have changed over the years. Covering this aspect is particularly important if the credit guarantee 

scheme has been implemented for a quite long time, and a revision of its rationale is necessary if the 

initial conditions for its launch have changed.  

In the same way, the continued validity of the objectives and the targets of the scheme must be 

assessed, and the recap of the findings should state clearly whether or not these evolved and how 

they should be revised, in particular if the findings reveal that the scheme over the years went out of 

focus by missing important targets. 

A section of recommendations should also be included, with clear statements on whether the scheme 

should be continued in its current configuration or if significant changes and amendments are advised. 

The recommendations should be clearly linked to the findings. Finally, it is important that the report 

also recommends whether further evaluation should take place and when, and if there are other 

aspects, such as longer-term impacts, that may need to be included.  

8. Conclusion 

This paper has examined the international literature on the evaluation of credit guarantee schemes. 

From this it has drawn a broad theory of change which demonstrates how credit guarantees aim to 

achieve their final impacts. This has offered clarity on the areas of focus in the evaluation of 

guarantees, namely:  economic additionality, financial additionality and financial sustainability. The 

paper has examined the variables which are commonly used to assess change in these areas, the data 

sources from which they are drawn, and the timing of the evaluations which were carried out. This 

was used to inform guidance which has been set out in a step-by-step manner – advising on the 

appropriate objectives of evaluation, sources of data for evaluation, methodology and the timing of 

future evaluations. This will better inform the future evaluation of credit guarantee schemes in 

Ireland.    
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Appendix 1 Methodological specifications 

1.A Profile of applicants 

The literature also provides insight into the profile of companies accessing the state-supported loan 

scheme. Bertoni et al in a 2019 paper for the European Investment Fund find that firm beneficiaries 

are on average young, but there are differences across geographical areas. 19 percent of guaranteed 

loan beneficiaries are companies that are 1 year old or younger, but the proportion is higher in Benelux 

(57.5 percent) and the Nordic countries (38.6 percent) and lower in Italy (14.5 percent). More 

established firms, that the literature identifies mostly among those older than 25 years, constitutes 

the 10.4 percent of the population of the beneficiaries, with a proportion higher in Italy (11.5 percent) 

and significantly lower in Benelux and the Nordic countries (around 3 percent in both macro-regions). 

This may be due to the selection criteria of the schemes, that in the Nordic countries and Benelux 

seems to sustain the new entrants, while in Italy, despite the fact that it is a state-supported loan, 

leans towards the older firms73. The variance across regions is also seen in the UK evaluation of the 

Enterprise Finance Guarantee where almost 51% of businesses drawing down loans are over 5 years 

old74. 

1.B Data issues 

Both linked data sets, and survey data present advantages and disadvantages for the evaluation of the 

schemes. Attaining and bringing together a linked data set based on pre-existing data may be less 

resource intensive, because some of the relevant information on firm performance is already 

available, and a survey can complement the missing information. However, not all the data may be 

relevant to the evaluation. On the other hand, the use of the survey could allow evaluators to collect 

the exact information needed to perform robust evaluation, with the disadvantage that the answers 

provided may be subjective and over- or under-estimate impacts, the identification of the control 

group may not be so easy with the sole use of the survey and basing a whole counterfactual analysis 

merely on survey data could be time consuming as the data collection must be carried out for a long 

period of time to establish a timeframe meaningful to the impact assessment.  

Some of the issues associated with wider administrative data sets beyond the data simply collected as 

part of guarantee programme can include time delay in recording the various information, which may 

raise issues for the immediacy of data to examine newer schemes, and that data is no longer updated 

and only relates to a certain number of years relevant to the study period- for example: the data sets 

used for the evaluation of the Japanese credit guarantee scheme were not collected after 200575, 

which means that no evaluation could be undertaken after that date. 

1.C - Appropriate control variables 

There are a range of control variables which are important for any evaluation of credit guarantees and 

provide a more precise assessment of the effectiveness of the scheme, to better identify the control 

group and to assess the magnitude of the impact of the support on firm performance. Important 

controls include the sector of the firms, the firm’s age and its geographical location. R&D expenditure 

                                                           
73 Bertoni, F. et al Econometric study in the impact of EU loan guarantee financial instruments on growth and 
jobs of SMEs, EIF Working Paper 2019/54 
74 Department for Business, Innovation and Skills, Economic Evaluation of the Enterprise Finance Guarantee 
(EFG) Scheme, February 2013  
75 Useugi, I. at al The Effectiveness of Public Guarantees in the Japanese Loan Market, September 2008 
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is often included as a relevant control variable. Other relevant controls can include the productivity 

level of a firm as well as any details on its corporate structure. This data collated together can allow 

for better matching of firms when trying to establish an appropriate counterfactual to compare firms 

receiving the guarantee against.  

A number of the above variables are referred to as ‘moderator’ variables in work from the EIF, as they 

have the ability to moderate or amplify the impact of the policy instrument – these include, firm age, 

loan size, the relevant industry sector and the stage of the economic cycle. For example, a number of 

papers established evidence that credit guarantees benefit younger firms to a larger degree than older 

firm, while generally the larger the size of the guaranteed loan the larger the treatment effect.76 In the 

appendix a section is devoted on providing details on how these control variables operate in the 

evaluations examined. Further details are provided therein. 

1.D Sample selection 

A number of issues need to be considered in designing an appropriate control group for comparison. 

The non-beneficiary firms that are included in the control group must be selected carefully and 

analysis must take account of any potential bias. The sole similarity with the awardees may not be 

enough to form a reliable control group as this would result in the false representation of the impact 

of the loan. For instance, in a situation in which all the applicants are successful, a control group that 

consists of firms that are similar to the beneficiaries but did not apply at all for the loan may lead to a 

misrepresentation of the impact. These firms may formulate their business choices independently 

from the possibility of loan access, and their performance could be weaker in any case. Alternatively, 

firms which have been rejected for a loan may formulate alternative business plans – these 

spontaneous dynamics can be difficult to capture. Other unobservable differences which may impact 

on the counterfactual analysis can also include firms that applied for the loan but were also oriented 

to grow in the market. The similarity between the firms included in the treatment and the control 

group should be based not only on the tangible characteristics such as annual turnover, size and 

sales/export levels, but also on intangible features such as the propensity to grow and invest to expand 

the business77.  

As pure randomisation of the treatment – the credit guarantee loan – is not possible there may be 

inherent differences in the group of firms which decide to apply for a credit guarantee when compared 

to firms which did not apply for a guarantee. Methods such as propensity score matching attempt to 

reduce this bias. However, selection bias remains an area for evaluators to consider when establishing 

control groups and the methods employed in dealing with it.    

Some other variables may explain the performance of non-beneficiary firms. This is the case of the 

French evaluation of the credit guarantee on the firm performance, which highlights the influence of 

a selection bias of unobservable variables such as manager ability, and risk appetite of the business 

and profitability of the project. In the case of unsuccessful firms, these variables for instance could 

                                                           
76Brault, J and Signore, S. The real effect of EU loan guarantee schemes for SMEs: a pan-European assessment, 

EIF Working Paper 2019/56   
77 The literature considered is not always clear on this aspect, as many of the studies reviewed mention the 

counterfactual analysis as the comparison of the average treatment effect between the treatment and the 

control group, but when the latter is described, the literature refers generally to a group of non-beneficiary 

firms, without saying that these firms applied for the loan but were rejected, or simply do not apply at all. 
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influence the performance of firms that may have not be able to secure a loan but were anyway 

successful in their activities because the projects they run were profitable and/or their management 

was particularly capable78. 

Furthermore, as not all the credit guarantee schemes operate in the same way, this can have an 

influence in the selection of the control group. In some cases, countries may operate a selection of 

the applicants. This seems to be the case of the evaluation of the Italian Fondo di Garanzia79. As 

anticipated earlier, the selection of the applicants has an implication for the methodology used to 

establish the control group. In the Italian case, there are some eligibility criteria that may exclude 

some firms. These can be the size of the loan, the costs eligible, the eligibility criteria such as the 

annual turnover or the firm size. With these selection criteria in place, beneficiaries and non-

beneficiaries are included in a ranking that draws a line between the two groups. The control group 

can be identified by the rejected application to the loan, and the non-beneficiary firms have also 

similar characteristics of the awardees. In general, in presence of a ranking of this type, the last 

successful firm is statistically similar to the first eligible but rejected. The technique used to match the 

treatment and the control group, as the evaluation of the Fondo di Garanzia clarifies, is the regression 

discontinuity design, where the discontinuity is represented by the line that divides the beneficiaries 

from the non-beneficiaries and the firms are then matched to compose the treatment and the control 

group.  

The Italian case also brings an important element to consider for evaluation of credit guarantees: the 

assessment of a threshold effect when the credit available for various reasons has to be rationed and 

not all the applicants can receive the loan even if they qualify for it. The threshold effect is important 

because if the eligibility criteria are too tight, it can act as a barrier to access the loan, and the uptake 

could be low. In the evaluation of credit guarantees the assessment of this aspect could be important 

if there are concerns on the uptake of the loan, and a review of the requirements is necessary.  

1.E – Assessing financial additionality 

In general, the literature shows that the common practice is to compare the treatment group with the 

control group. However, the evaluation of the Canadian Small Business Financing Programme (CSBFP) 

compares the treatment group with more than one control group, three in this case. The first sample 

is made of all SMEs, including all the CSBFP borrowers and non-CSBFP borrowers, the second sample 

includes approved borrowers of non-CSBFP financing and CSBFP borrowers and the third between 

denied borrowers and CSBFP borrowers. Comparing the CSBFP beneficiaries with more than one 

sample can be a useful evaluation exercise in better understanding the performance of the treatment 

group. However, when comparing the performance of the CSBFP borrowers with that of the non-

CSBFP could lead to an underestimation of the effect of the credit guarantee loan as the companies 

compared are not exactly similar. Non-CSBFP borrowers are likely to be companies that can access an 

ordinary commercial loan and could still have the financial capacity to pursue their business activities. 

As a consequence, a comparison of this type may lead to a result in which CSBFP borrowers’ 

performance is weaker than that of commercial loan borrowers. The comparison between CSBFP 

borrowers and applicants for the same loan that were rejected is the one that best shows the 

                                                           
78 LeLarge,C. et al Entrepreneurship and credit constraints. Evidence from a French Loan Guarantee Program, 

NBER working paper, May 2010 
79 De Blasio, G. et al Public Guarantee on Loans to SMEs: an RDD evaluation, Banca d’Italia Working Papers, April 

2017 
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difference in the performance, because firms in both cases are quite similar and both are growth 

oriented.  

A similar approach was taken by Allison (2013) in terms of splitting up the control group for 

appropriate comparisons to the treatment/recipient group. The recipient group is compared to those 

firms who received conventional loans as well as against ‘non-borrowers’80. The analysis undertaken 

in the EFG evaluation by Allison is simpler in that the sample as a whole sample is weighted so that it 

better matches the treated group to the two control groups. The London Economics paper (2017) 

establishes a robust propensity score matching method to reduce the bias of estimates by matching 

firms who received an EFG loan to their ‘nearest neighbour’ who had not received an EFG-loan. Firms 

were matched for their individual year of loans, number of employees, their initial turnover, age, 

sector and location81.  

 

                                                           
80 Department for Business, Innovation and Skills, Economic Evaluation of the Enterprise Finance Guarantee 

(EFG) Scheme, February 2013 
81 Department for Business, Innovation and Skills, Economic Evaluation of the Enterprise Finance Guarantee 

(EFG) Scheme, February 2013 
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Appendix 2 - Detailed findings from literature 

2.A Uptake of credit guarantee schemes 

In the last 10-15 years there has been a periodical increase in the number of state-supported loans, 

often in relation to turbulence in the economy, as was the case of the financial crash in 2007. For 

example, in Colombia the number of loans granted rose from 50,849 in 2003 to 111,375 in 2008, while 

in France the credit guarantee fund was created in 2008 as a part of the national recovery plan 

introduced to support the economy after the recession. Between 2008 and 2010 the French scheme 

granted €53 billion to firms, which was around half of the overall allocation available. In Italy, the 

Fondo di Garanzia, which existed since 2000, awarded €11 billion until 2008, and had a sharp increase 

from 2009 to 2014 with €54 billion loans granted. 

The current Covid 19 emergency has already witnessed a significant rise in the application for state 

supported loans in response to the recession generated by the lockdown of the economy. The 

literature examined82 shows that between 2000 and 2011 the there was a sustained increase in the 

issuance of credit guarantees, which peaked following the 2008 recession, during which several firms 

found themselves in greater need of liquidity to survive. The demand for credit guarantee loans 

generally decreases during steadier periods of economic activity.  

2.B Economic additionality 

2.B.1 Impact on firm performance 

The combination of these criteria gave a percentage of displacement of 61% for the sample. An 

average of 75.6% firms receiving the loan between 2009 and 2012 were still trading and the report 

argues that this represents an underestimation because some of the ad interim benefits of the 

beneficiary firms are not included, which make the displacement effect even smaller83.  

The schemes’ impact on the firm performance is evaluated by comparing the average effect of the 

loan on beneficiaries with the performance of similar firms that did not receive the loan. This is called 

counterfactual analysis. The larger the difference is between the two averages, with the beneficiaries 

registering the higher performance, the more the loan can be said to be effective. The averages are 

measured against a set of variables, which as mentioned earlier and will be discussed in more detail 

later, are typically sales, exports, employment, annual turnover. The survival of firms is another very 

important indicator of economic additionality, in particular in the case of start-ups. The credit 

guarantee is designed to support those firms that would not be able to secure a loan due to a lack of 

collateral, insufficient credit history and more generally tight credit supply to firms and start-ups. The 

presence of the loan may be crucial for their survival prospects in the market, especially in their early 

years of life.  

The literature covers quite extensively the impact of the credit guarantee loan on firm performance 

with reference to the variables outlined and indicated that the impact of the credit guarantee loan on 

the overall beneficiaries’ performance was very positive when compared to that of the non-

                                                           
82 Cusmano, L. SME and Entrepreneurship Financing: The Role of the Credit Guarantee Schemes and Mutual 

Guarantee Societies in supporting finance for small and medium-sized enterprises, OECD SMEs and 

Entrepreneurship Papers No.1, 2013 
83 Department for Business, Innovation and Skills, Economic Evaluation of the Enterprise Finance Guarantee 

(EFG) Scheme, February 2013 
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beneficiaries. The impact on the employment at firm level was one of the areas of the economic 

additionality mostly covered in the literature review. In the UK the credit guarantee loan scheme 

generated very positive impacts on employment, with an increase of just over 20% in the EFG 

beneficiaries. The increase in employment indicates that other borrowers recorded an even higher 

growth, around 30%, but non-borrowers only 10%84. Another study on the UK EFG concluded that EGF 

beneficiaries experienced an annual employment growth of 5% higher than non-beneficiaries85.  

A 2013 evaluation of the UK’s EFG scheme found that 68% of the jobs created had to be attributed to 

the credit guarantee. Overall, 6,500 jobs were created and directly attributable to the programme, 

with an average of 0.96% per EFG beneficiary86. A 2017 evaluation of the same scheme87 found that 

the level of employment creation attributed to the programme was higher than the average of all the 

newly created firms (2.6 vs 1.8 employees). Guaranteed loans positively affect the employment levels 

of a good number of EU countries. The magnitude of the effect on employment ranks from 8% to 

above 40%. The effect is significant and positive at the beginning of the treatment period up until 

three years following the granting of the loan. The number of jobs saved is another important variable 

examined in the literature and refers to the jobs that firms in receipt of the state supported loan were 

able to retain. A total of 1,097 non-displaced jobs were saved, equivalent to 3.99 jobs per recipient 

and translating into an estimated 12,375 jobs saved for the whole population and 1.84 jobs per 

business, adjusted to take into account of the firm survival and the displacement, both relevant if we 

consider that the EFG was granted during the 2009 recession.  

Among the benefits, even the Gross Value Added was found to have increased between 2009 and 

2011, and the literature also found that the ratio between GVA and jobs saved was even higher, as 

the number of jobs saved was very high in its absolute values, with an impact that lasted at least three 

years. With reference to the GVA, the results were £36.9m for the population, an average of just 

£11,874 per business. The total GVA calculated in relation to jobs saved was £703.5m or an average 

of £104,600 per assisted business.  

The last benefit examined is the net gain on productivity, derived from sales and employment and 

from exports and employment and calculated as an average, which then is multiplied by the number 

of participating beneficiary business, net of survivors and non-additional non-displacing businesses. 

The literature found that the impact on the net productivity gains was quite high in the three years of 

the intervention, as a result of the above calculation, although it is less clear what the impact was in 

the longer term.  

Another evaluation88 of the impact of the credit guarantee on a number of EU countries found that 

beneficiaries grew more rapidly than non-beneficiaries in terms of total assets, sales and employment. 
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85 Department for Business, Innovation and Skills, Economic Evaluation of the Enterprise Finance Guarantee 
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86 Department for Business, Innovation and Skills, Economic Evaluation of the Enterprise Finance Guarantee 
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The additional effect on growth is economically significant: it typically ranges from 7% to more than 

35% for total assets, 6% to 35% for sales and turnover, and from 8% to 30% for employment levels. 

The study also assesses the effect in relation to the timing and found that the positive effect already 

displays in the year the loan is granted and remains positive and significant until five years later. The 

magnitude of the treatment effect on the assets size of beneficiaries measured five years after the 

loan granting is another aspect that is examined. The study found that it varies considerably ranging 

from 7% to 87%. According to the evaluation, these large differences are mostly due to the diverse 

pool of beneficiary SMEs and the credit allocation strategy of the national and regional financial 

intermediaries.  

Sales was the other important variable that the literature examined in relation to the impact of the 

credit guarantee on firm performance. The evaluation of the UK Enterprise Finance Guarantee scheme 

that the Department for Business, Innovation and Skills undertook in 2013 found89 that gross sales in 

2011 were £69.5m, with estimates of £40.5m in 2010 and £11.4m in 2009. The level of attribution to 

the programme varied but was always above 70%. These estimates indicate that the 2009 cohort was 

responsible for the creation of additional sales for more than £1.344m over the three-year period, 

equivalent to £200,000 per business. Another study90 reported that more than 70% of firms stated 

that their sales growth was due to the guarantee loan. The EFG cohort was also responsible for the 

creation – thus attributable to the programme – for the creation of additional exports for more than 

£460m over three-year period.  

The firm survival as a variable was not always covered in the literature, which reports mixed results. 

One of the UK evaluations found that the impact on the credit guarantee loan is overall negative but 

makes a distinction in relation to the annual turnover and found that firms with a turnover between 

£0.5m and £5m were driving the positive effect on survival, but relatively larger businesses were 

driving the negative impact. In Japan91, the evaluation of the credit guarantee scheme found that the 

intervention was associated with a greater firm survival, but the study does not clarify if and how the 

impact on survival is related to the annual turnover, the size of borrowers or any other relevant 

variable. The same study clarifies that in terms of timing, the impact on survival becomes visible after 

four years from the award of the credit guarantee loan92.  

The firm survival is analysed also in relation to sectors. The literature93 does not enter into the details 

of what the impact of the credit guarantee is in each sector but found that the impacts on survival 

probability were either positive or not significant in the Accommodation and Food Service, Wholesale 

and Retail trade, Repair of Vehicles and Motorcycles. Estimated impacts on Manufacturing and 

Constructions were negative and significant. The literature clarifies that the impact on firm survival is 
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dependent of the typical applicant that apply for the credit guarantee loan, as firms operating in the 

manufacturing sector are more likely to apply for the loan than those active in the service sector.94 

The impact of the scheme on firm survival may only become clearer over time and so require a longer 

time horizon for study – as seen in LeLarge which utilised data over a 12 year time span 1989-200095.  

Brault and Signore (2019) in their systematic review of the impact of the credit guarantee supports96 

examines in detail variables that that are very relevant for the impact assessment of the support and 

are correlated with the results. The size of the loan influences the magnitude of the impact, which is 

also influenced by the age and size of enterprises. The same study puts in relation the financial and 

economic additionality, by arguing that the size of the loan influences the magnitude of the economic 

impact on firm performance. 

The study goes on observing that firms that were 1-3 and 4–9 years-old are responsible for the largest 

growth in turnover and employment over other credit guarantee beneficiaries. Of the two above 

groups, younger firms that were 1–3 years-old had an impact on turnover and employment 9.1% faster 

than matched non-beneficiary firms. Older firms had a slower impact: for example, turnover growth 

for beneficiaries 25-35 of age was 2.8% faster than non-beneficiaries. The magnitude of economic 

additionality varies quite considerably according to the characteristics of the beneficiary firms. 

Guaranteed loans have larger positive effects on smaller and younger companies, which are the firms 

mostly subjected to financial constraints97. 

The size of the loan is the other variable that the literature identifies and was found to have an 

influence on the firm economic performance98. Programme participants with a smaller amount of 

outstanding loans experienced a sizable and significant decrease in performance, both in terms of 

profitability and in terms of the probability of falling into financial distress. In sum, significant and 

negative treatment effects are found for the ex-post performance of the credit guarantee users who 

take out smaller loans99.  

In relation to sectors, in France, Italy, Benelux and the Nordic countries, the positive effects were 

slightly larger for firms operating in the service sectors rather than those operating in the 

manufacturing industries, but do not seem to be larger in high-tech and knowledge-intensive sectors 

vs low-tech sectors. Credit guarantee beneficiaries in the Accommodation and Food Service activities 

sectors benefitted more from the loans than firms in the Manufacturing sectors. Differences across 

                                                           
94  De Blasio, G. et al Public Guarantee on Loans to SMEs: an RDD evaluation, Banca d’Italia Working Papers, April 
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EIF Working Paper 2019/56 
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the services and the manufacturing sectors may be due to variations in the collateral availability and 

therefore in access to finance100.  

Differences exist in the magnitude of the economic impact across the geographical areas in a number 

of EU countries. These differences are due to the industrial landscape of the different economies as 

well as the characteristics of the beneficiary pool101.  

The duration of the impacts is another aspect of great policy interest because if they are short-lived, 

they may not be cost beneficial. The literature review found that typical impacts on economic 

additionality display after 3-5 years after the intervention, if not longer. Turnover and employment 

growth impacts were persistent, as state supported loan beneficiaries’ turnover and employment 

growth rate were 4.5% per annum higher than non-beneficiaries, five years after the beneficiaries had 

drawn guaranteed loans under the credit guarantee scheme. The negative impact on survival 

probabilities becomes significant from year 4 after treatment102.  

2.B.1 Economic additionality - Impact on the wider economy 

Another study103 examines the impact of the credit guarantee on the economy using a macroeconomic 

modelling measuring the effect of an increase in the investment impulse generated by the access to 

the loan. The study found that the credit guarantee has a positive impact on GDP and on employment 

as a result of the accumulated effects of the scheme on a yearly basis. The model takes into account 

of the possible windfall effects – e.g., beneficiaries that obtain the loan without being in real need of 

it – although the study does not provide a quantification of how much the windfall effect mitigates 

the impact on GDP and employment.   

2.C Financial Additionality 

A 2013 evaluation of the Enterprise Finance Guarantee in the UK found that in total 82% of loans are 

additional and only 18% are non-additional, meaning that a low percentage would have alternative 

sources of support.104 The limit of this type of data is that answers could be subjective and be biased 

by the respondents’ perceptions, therefore resulting in an under- or over-estimation of the 

additionality of the loan 

The literature identified several reasons why companies seek to access a loan. The most common is 

the need of working capital to manage the day-to-day operations, although a significant percentage 

of beneficiaries applied for the guaranteed loan to support their investments, mainly in the form of 

asset purchase, premises expansion and start-up105. The literature also found that a large majority of 
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businesses would not have received a loan from their bank if it was not for the credit guarantee. Only 

6% of the borrowers indicated that their bank would have been granted them a loan at all without the 

credit guarantee, meaning that the remaining 94% would not. A further 13% suggested that the 

probability to access a loan would be very low without the guarantee. The literature also found that 

in total 82% of loans are additional and only 18% of businesses are non-additional, meaning that a low 

percentage would have alternative sources of support. The majority of the businesses argued that 

their loan was critical to them in terms of starting up in the first place or making the specific investment 

they sought funding for. With reference to the ability to obtain the loan, without the guarantee, 59% 

of firms would not have obtained a loan, 19% of enterprises would have obtained a smaller loan at a 

higher rate; 6% would have obtained the same loan at a higher rate and 15% would have obtained a 

smaller loan. After having obtained the guarantee, 84% of firms got easier access to loans and 57% 

got cheaper loans106.  

Regarding the project additionality, in general terms the literature found that over 30% of the 

borrowers would have definitely not have proceeded with their project without the loan. Specifically, 

the literature examined project additionality in relation to a number of aspects.  

The first of them is the timing of the investment: when the loan is granted the credit guarantee is 

helping businesses to start their investment earlier, while in absence of the loan, investment plans 

and projects would be affected. Without the credit guarantee nearly half of the businesses’ projects 

would have been carried out later. Amongst all borrowing businesses, only 3% would have gone ahead 

with their projects at an earlier date in the absence of the loan, 49% at a later date and 49% would 

not change their project plans in absence of the loan.  

The second aspect of the project additionality is the scale of the investment: businesses may have also 

looked to change the scale of their business plans if they had not been able to secure the credit 

guarantee loan. Many firms indicated that they would have found difficult if they still planned to move 

forward to reduce the scale of their investment. Respondents were equally split between those who 

would have endeavoured to maintain their investment plan at the same scale as previously planned 

and those who would have reduced the scale. Very few would have increased the scale of their 

investment. Of those who would have reduced the scale of their investment, over 40% would have 

reduced by 25% or more, indicating that credit guarantee facilitated substantially higher levels of 

investments107. 

2.D Financial Sustainability 

As seen earlier in relation to the impact of the scheme on the wider economy, one of the costs is 

related to the resources lost and to the additional loan defaults that have resulted from the operation 

of EFG, which are the unrecoverable resources lost to the economy for making banks lending to 

unviable businesses. This cost is quite high in the second year of operation of the EFG, but because 

the report puts together economic additionality and the financial sustainability, it is not so easy to 
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infer whether the high default costs recorded between 2009 and 2011 made the initiative 

unsustainable. 

Another study108 provides a clear distinction of the default costs for the economy and those for the 

programme. A high rate of default will be high for the economy for the part that banks cannot recover 

but will pose a risk for the sustainability of the programme if these costs are too high for the State. 

The study clarifies that the net benefit for the State in terms of financial sustainability is the increase 

in the revenue to the State from the productivity and the employment generated by the loan, and the 

reduction of unemployment benefits. On the other hand, the same evaluation showed evidence that 

the impact for the default on the public finance is unavoidable but has been modest in the period that 

the evaluation covers. This result is particularly important as the period of analysis – 1991-2015 – 

includes the financial crash, and the report highlights that the German credit guarantee produced a 

significant net fiscal gain between 2008 and 2014.  
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