
42 Credit

The channel must forget about the banks if it wants more
liberal credit facilities, writesBilly MacInnes

L
ast year, ISME reported that it was getting
harder for small businesses to obtain
credit from banks in Ireland. A survey by

the organisation revealed many small
businesses were being discouraged from
applying and more of those that did were being
rejected. The good news this year is that,
according to figures from the Central Bank, gross
new lending to SMEs was up in the first half of
2014 (by around 22%) to €1.1 billion. SMEs

accounted for less than 40% of all credit
advanced to the private sector although the
amount of outstanding loans to SMEs was down
nearly 3%.
ISME’s Bank Watch survey, published in

September 2014, reported an increase in
demand for bank funding and a reduction in the
percentage of those refused by the banks.
Nevertheless, sentiment remained largely
unchanged over whether banks were making it
more difficult to access finance at 64%. Chief
executive Mark Fielding described the decrease
in the refusal rate from 52% to 42% as “very
welcome, though long overdue”. He highlighted
the increase in formal applications from 53% to
72% as a “promising finding” because ISME had
encouraged “owner-managers to make formal
applications, as this greatly increases the
likelihood of success”. Informal applications
decreased from 83% to 71%, “further proof of a
shift towards the recommended formal route
when approaching the bank”.
Despite the improvement in lending, ISME

complained banks were still taking too long to
make decisions on whether or
not to approve loans with
average decision times
increasing to more than  six
weeks. “This is a long time for
the potentially job-creating
expansion plans of a business
to sit in limbo,” Fielding
commented. “Banks must
become more efficient in
dealing with credit requests. It
is not acceptable that the
bailed-out banks are delaying
economic recovery through
their unproductive and
slow work rates.”

Changed market
The financial health of the
SME market is important to
the IT channel in Ireland

because SMEs represent the largest chunk of the
customer base (and the channel itself). And
despite the slightly more cheery news on credit
in recent months, Michael Conway, director at
Renaissance, isn’t getting carried away. “There
isn’t a traditional banking system in Ireland
anymore,” he exclaims, adding that when
people in other countries ask him how the Irish
market is doing, he replies that “one of biggest
challenges has been the whole area of a
traditional normal banking system which
doesn’t exist”
He argues that anyone who has had any

dealings with the banks “knows they have
screwed up so many things over such a long
period of time, that they have become overly
cautious to a ridiculous extent”.
Things have changed so much that Conway

has no difficulties in suggesting that “the channel
has been forced to be a bank to the economy,
SMBs are the actual banking system in this
country. That’s the reality of life”. From the
perspective of a distributor like Renaissance, it
can only do so much. Credit terms are typically
longer in Ireland than they are in other countries,
so Renaissance can often find itself taking up the
slack to meet the credit terms of suppliers. 
“When they look at doing business in Ireland,

their credit ratings and risk ratings would be
much tighter than what we would offer to the
Irish market,” Conway explains. “With a German
company, terms and conditions might specify a
30-day credit term and that’s what it is. In Ireland,
30 days means ‘give us a shout in 30 days and

see how we’re doing’.”
He believes the difficulty in

obtaining credit has “hammered
the ability of the Irish market to
recover”. Last year, Renaissance
ran an event in conjunction with
leasing specialist Grenke to try
to help channel companies that
were able to service and support
loans but were unable to get the
facility from the banks to do
business. “It went quite well,” he
reports. “Some of our partners
have done quite a bit of business
with Grenke. We think of
ourselves as bringing a level
of support and service to our
customers and we’re also
trying to facilitate customers
to do more business with us.”
Conway says distributors

have to help fill the gap that’s been left. “Our
objective is not to get anything out of it but just to
enable the parties to do business,” he explains.
No one advancing credit is going to take stupid
risks but it can open up avenues for companies
that might not be able to get credit from a
traditional bank for the deal they’re trying to
make – and they might be put off by the
bureaucracy and paperwork. Organisations like
Grenke “are much more pragmatic, they’re
looking at assets and the ability of the customer
to pay and making a decision on the back of
that”.
Conway argues that financing is a good means

for customers to make the upgrades to
infrastructure at a time when funds are in short
supply. Customers with infrastructure that can
be anything from three to seven years old are
finding it too difficult to make the serious
investment required to renew it. Financing gives
them a way to transfer infrastructure spending
to Opex instead of forcing them to make a capital
investment. It means they can spend more and
continue to reinvest on an ongoing and steady
basis rather than on a stop/start basis: “People
don’t want to see a big hole in their cashflow and
moving it to open gives them an opportunity to
manage that in a clean, effective manner.”
Companies like Grenke, that understand the
technology business, are open to these types of
arrangements and will include software. By

“[The banks] have screwed up so
many things over such a long
period of time, that they have
become overly cautious to a
ridiculous extent” – 
Michael Conway, Renaissance
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contrast, he believes “traditional
finance doesn’t understand the
technology business”. 

Target debt, reap credit
Diarmuid Shanley, CFO at EMR
Integrated Solutions, provides an
interesting perspective on the
credit situation and the role of
the banks. Since the banking
crisis erupted in 2008, the
company has paid down all of its
debt and has been debt free
since November last year.
“This has been achieved
through a lot of hard work in
reducing our investment in
working capital (principally
better credit control, reduced
stock holdings and better cash
management). As such, we have little
experience over the last couple of years of
trying to raise finance in the current market,” he
reports.
He says the company is glad to be debt free at

a time when there is a perceived “reluctance
within the banking sector to advance new
facilities, with local decision making having
now been centralised. I believe that this has led
to a reduced understanding of businesses and
their circumstances, leading to longer lead
times on decision making and less flexibility in
the process”. This has had consequences for
the company. In the past, it used the banks to
provide bonds on public sector contracts, but
the process has become more complicated and
less flexible, forcing EMR “to look to different
avenues in many cases”.
Despite paying down all its bank debt, the

company has retained a number of facilities
with its banks. It’s a strategic decision reflecting
concerns that facilities granted by the banks in
earlier years might not be given so readily in
current times. Shanley admits the strategy
comes at a cost, but explains: “I consider it
prudent given the cancellation of this and
reapplication at a later date could result in our
losing some or all of our facilities”.
In a fascinating insight into the current state

of the banking system, he reveals EMR was
approached by another bank that wanted the
company to make a proposal for providing it
with finance going forward, “however having
provided [the bank] with all the information it
was looking for back in April, we have heard
nothing back”. 
He theorises that nothing happened

because the retention of existing facilities “is
easier for the banks in that if
something were to go wrong at
a later date, someone else
would take the heat (after all,
these were decisions made pre-
2008). Anybody in the banks
championing the approval of
new facilities that do not work
out well for the bank is putting
their career at risk”.
Channel businesses like EMR

“need relationship banking”,
Shanley argues, “a bank that
understands our business, its
needs, its risks and

opportunities, as this is
the funding model which
gives us a level of
predictability over our
long term financing.” He
wonders whether it
might be worth
considering a state
investment bank along
the model of the old ICC
or trying to emulate the
German model of co-
operative banking
“where local
businesses are
financed by local
banks, albeit under a
(decentralised)
regulated group
structure”.

Peer-to-peer lending
A recent innovation in the Irish market has
been the emergence of peer-to-peer financing
with the launch of Grid Finance which aims to
create “an online community that finances
itself through modern online financial
products” and to redefine and transform “the
traditional idea of a community
bank” to meet people’s
changing financing needs.
Using the scheme, local
businesses, community
organisations and individuals
create projects with a specific
need and value on the Grid and
individuals choose to provide
funding towards that project
and set out the interest rate
they expect for that financing.
The minimum amount people
can lend is €5 and the

maximum is 50% of each
project. The minimum loan
businesses and organisations can seek per
project is €2,000 and the maximum is

€75,000. The lowest interest rate that can be

charged by lenders is 0.1% and the highest is
20%.
Grid says making the finance project-based

ensures businesses are transparent about what
the money will be used for because it doesn’t
allow “non-specific fundraising on the platform.
Transparency is critical to the fundraising
process – It is vital that businesses and
community organisations are clear on what
they are raising money for”.

The ability to
access capital
quickly could prove
beneficial to smaller
businesses as the
approval process for
a project to go live on
the platform can be
as little as 48 hours.
In addition, the rate
charged should be
better than
traditional sources.
Shanley says that

peer-to-peer

financing could provide “a great model for
micro businesses as it opens up a greatly
needed source of finance given the freeze in
lending via traditional banking”. But he says
that it would have little relevance for EMR,
adding that “rightly or wrongly, I would have
some level of nervousness around the due
diligence process and the impact of bad news
on the business model going forward. I am
always nervous of ‘the next great thing’, and am
more a follower than an early adopter”.
Another form of financing is provided by

technology financiers connected to vendors,
such as IBM Global Financing (IGF). Ciaran
Lonergan, consultant at IGF Ireland believes
these types of organisations have a good
understanding of the life cycle of technology,
allowing them to make a more informed
judgment as to the value of the asset at the end
of the period. That understanding means IGF
can offer simple, flexible lease and loan
packages specifically for technology solutions,
some starting at as low as 0% for 12 months,
This enables businesses “to acquire technology
and services from IBM and our Business
partners, while managing cash flow more
effectively”.  
Among other advantages, credit qualified

clients require no additional security and can
incorporate the
financing of other
vendors’ IT equipment
as well. In addition, IGF
offers asset recovery
services, including
buying back assets,
disposing of older
assets to the required
standards ensuring
industry compliance,
and ensuring secure
data wiping to the
highest standards.
He echoes Conway’s

point that financing from the likes of IGF
“enables customers to realise the benefits of
innovation by acquiring the latest technology
solutions. This partnership to provide finance
serves a dual purpose by enabling the client to
invest and grow while allowing our business
partners to flourish”.
Lonergan claims organisations like IGF can

play “an even more strategic role as an
economy grows, providing a secure secondary
source of finance dedicated to IT needs, freeing
up businesses to avail of more traditional
funders to fund other core investment
projects”. 
He believes IGF can provide a lower total cost

of ownership, as well as flexibility to refresh
and upgrade as the business grows. With clients
seeking to deploy solutions ‘as-a-service’ with
payment streams to match, “businesses can
align payments with anticipated project
benefits, and, in some cases, show a return on
investment before making any payments”.
Unlike the banks, IGF’s core competency for

more than 30 years has been to help clients
“acquire new technologies through simple,
reliable and easy-to-use financing programs.
Each year since 2011 we have made
approximately $4bn available for our channel
business delivered by IBM business partners”. 8

Grid Finance CEO Derek F. Butler.
Grid Finance uses a peer-to-per
lending model to take banks out of
the business equation

“Anybody in the banks
championing the
approval of new
facilities that do not
work out well for the
bank is putting their
career at risk” –
Diarmuid Shanley,
EMR

Each year since 2011
we have made
approximately $4bn
available for our
channel business
delivered by IBM
business partners” –
Ciaran Lonergan, IBM
Global Finance
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