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struggle to access the finance they need. Increasingly the assets that companies are seeking to borrow against are 
intangible — for example their reputation or existing customer base — rather than physical. Survey evidence 
suggests that more than 50% of SMEs(4) consider only one provider when seeking a loan and 6 in 10(5) of those 
who would like to borrow resort to personal funds rather than corporate finance.

This problem is neither new nor unique. Other countries have tried to fill the information gap with initiatives such 
as national credit registers. But sale and search data collected online, potentially offers a different way of solving 
the problem. Harnessing this data could help SMEs gain access to more diverse and competitive sources of 
finance.

Open banking is already beginning to change how the UK financial system uses data. Though so far focused on a 
limited set of products, it has demonstrated the potential for sharing data securely around the financial system in 
a standardised way through an Application Programme Interface (API).  

An ‘Open Finance’ that applied these principles more broadly could allow users not only to link their data held at 
banks and utilities companies to build a richer credit file, but also to make use of search, ratings and social media 
data. And linking public sources such as the Passport Office, DVLA, HMRC and Companies House could vastly 
improve the underwriting process for a loan. Opening this data using common messaging and data standards 
should eliminate the informational barrier to entry. And by levelling the playing field for banks and non-bank 
providers of credit, it should increase competition in the market for SME lending and help close the £22 billion 
SME funding gap.(6)

Identification of businesses and verification of their data is crucial to make this work. The Legal Entity Identifier 
(LEI) was designed in response to the financial crisis, as a unique way of identifying financial entities. But in recent 
years, there has been increasing interest in its potential as a unique corporate identifier for businesses across the 
economy. 

If adopted widely, the LEI could vastly increase the value of data for companies. Its potential is further enhanced 
by virtue of being a global standard, endorsed by the G20 group of Governments and recognised across the world. 
Building a globally recognised and unique corporate identifier into this vision for ‘Open Finance’ would enable 
businesses to move around the financial system seamlessly. They could pull their data together under a single 
identity, into a portable credit file to shop around for the finance they need. And because of global recognition, it 
will help businesses access finance for cross-border trade.
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Explainer: How an open data platform could deliver a portable credit file for SMEs

Sources: Bank of England, BVA BDRC Continental SME Finance Monitor and Competition and Markets Authority Retail Banking Market Investigation.

(4) CMA Retail Banking Market Investigation (2016).
(5) BVA BDRC SME Finance Monitor (2018 Q4).
(6) National Audit Office Report, Improving access to finance for small and medium-sized enterprises (2013). 

https://assets.publishing.service.gov.uk/media/57ac9667e5274a0f6c00007a/retail-banking-market-investigation-full-final-report.pdf
http://www.bva-bdrc.com/wp-content/uploads/2019/03/BVABDRC_SME_Finance_Monitor_Q4_2018_FINAL.pdf
https://www.nao.org.uk/report/improving-access-to-finance-for-small-and-medium-sized-enterprises/



