supported by

AAAAAA

Part 3

Czech MSEs in 2024

A closer look at how MSEs access,
use and think about
financing.




SEPTEMBER 2024

Mastercard Strive in Czechia is a joint initiative by Mastercard Center for Inclusive Growth and CARE Czech Republic.
It is a three-year, $5.5 million program and its main ambition is to help Czech local micro and small enterprises (MSEs).
The program is guided by the recognition that inclusive growth is impossible without supporting local entrepreneurs
with digital competencies and investments, access to finance, critical skills, coaching and networking that will help them
integrate and succeed in the digital economy in the Czech Republic.

The Mastercard Strive in Czechia program aims to bolster the financial resilience and encourage the growth of Czech MSEs,
to facilitate access to finance and a range of key support services including peer mentorship and coaching, targeting
women-led businesses and displaced Ukrainian entrepreneurs. The Pro podnikavé platform is a solution for all entrepreneurs,
which was created as part of the Mastercard Strive in Czechia program, containing all relevant resources to facilitate access
to digitalization for micro and small businesses.

60 Decibels is a global, tech-enabled impact measurement company that brings speed and repeatability to social impact
measurement and customer insights. We provide genuine benchmarks of impact performance, enabling organizations
to understand impact relative to peers and set performance targets.

We have a network of 1,300+ researchers in 85+ countries and have worked with more than 800 of the world's leading
impact investors, companies, foundations, corporations, NGOs, and public sector organizations. 60 Decibels makes it easy

to listen to the people who matter most.
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A note on micro and small businesses

Before we dive in, a few definitions are in order.
For the purposes of this report, MSEs are defined
as solo, micro, and small enterprises. A solo business,
as the name suggests, is one where a single
individual does everything; we sometimes refer
to them as ‘solopreneurs’. A micro business is one with
1-9 employees, and a small business has
10-49 employees. Anything bigger than this
(i.e. 50 or more employees) is defined as medium
or large and is not included in this report. While a lot
of the existing literature on MSE performance includes
medium enterprises, this work focuses on MSEs (micro
and small enterprises), not SMEs (small and medium
enterprises) or MSMEs (micro, small and medium
enterprises).
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Thisis for a few reasons. First, is the growing consensus
that businesses of this size are essential to our shared
prosperity. More important however, is our belief
that the experiences and challenges of these micro
and small businesses are often drastically different
than their (relatively) larger peers, and careful
attention and targeted research is required to support
them adequately.

This report, the third publication from the Mastercard
Strive in Czechia program focused on MSEs in Czechia,
is therefore dedicated to these formidable,
yet often underappreciated, pillars of our communities
and economies.
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Foreword by Mastercard Czech Republic

and Slovakia

| welcome you to the latest edition of the Barometer, which
once again provides valuable insight into the world of Czech
micro and small enterprises. This segment is characterized
not only by its enormous economic significance but also
by the specific challenges entrepreneurs face on a daily basis.

As the results of the Barometer show, Czech entrepreneurs
often play the role of job creators and drivers of innovation,
while also bearing the weight of running their businesses
without broader institutional support. The study highlights
that although micro and small businesses represent
the majority of the Czech business sector, they still face
significant limitations in access to finance, information,
and other key resources.

It is interesting to see how social relationships and family
structures fundamentally shape decision-making. Female
entrepreneurs, who also carry the burden of household
responsibilities, face specific challenges such as more difficult
access to resources for investment and operations, greater
financial insecurity, and less opportunity for rest. These facts
emphasize the need for not only equal access to support
programs and financial instruments but also the creation
of an environment that allows for a better balance between
work and personal life.

What is particularly remarkable in the Barometer's findings
is the ability of entrepreneurs to adapt to complex conditions,
often at the cost of significant personal commitment.
A full 14 percent of them do not feel comfortable taking
any time off, reflecting the intense commitment associated
with running a business. It is no surprise that three out
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of tenrespondentsfeeluneasyabouttheideaof takingabreak
in the coming year. Such high levels of personal commitment
are often the result of a market that does not always work
in their favor.

In light of this, it is essential to continue efforts to improve
financial products, support programs, and the availability
of information, particularly among smaller businesses.
Enhancing their support should be a priority at all
levels - from the government to financial institutions and the
broader business environment. Micro and small enterprises
are not only the backbone of the Czech economy but also
a guarantee of its long-term stability, innovative
development, and necessary growth.

Jana Lvové
General Manager
Mastercard Czech Republic & Slovakia
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Opening remarks by the Ministry of Industry
and Trade of the Czech Republic

Welcome to the first pages of the Barometer 2024 study,
which this year focuses on the competitiveness of micro
and small businesses, the experiences of their owners,
and access to finance.

Micro and small businesses play a key role in the Czech
economy. They employ a significant part of the workforce,
create added value and contribute to increasing our
competitiveness. Thanks to their smaller size and structure,
they can react quickly to market changes and come up
with innovative products and services. They are often family-
run businesses with a tradition and a love for their craft,
but they face obstacles in the form of more difficult access
to the necessary financing, complex bureaucracy,
and the inability to exploit the same benefits enjoyed
by larger companies.

As we are aware of the importance of micro and small
enterprises for the Czech economy, we try to help them
with these difficulties. We want to be a partner, not
an obstacle for them. That is why we provide extensive
support to entrepreneurs through various programs
and adjustments to laws, such as investment projects,
financing,  counseling, training and  simplification
of administrative burdens.

At the Ministry of Industry and Trade, we are currently
working on three digital projects which will also make life
easier for these businesses.

During 2026, the Entrepreneur’'s Portal will provide
entrepreneurs with a single digital point for electronic
communication with institutions and offer all necessary
information in one place. Many things can be done
from the comfort of your home without having to queue
at various government offices.

| also often hear in conversations with entrepreneurs that
there is no overview of their obligations. In our department
we are working on the Obligations Information Database,
which will provide a list of selected legislative obligations
on one website later this year.

Our third project, the Single Audit Registration Portal,
which will also be launched in 2026, will help improve
the transparency and efficiency of the audit and inspection
processes.
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To make entrepreneurs' lives easier, we have developed more
than two dozen measures to cut red tape, enabling companies
to reduce costs, save time, and increase productivity.
We have focused on adjusting certain forms, introducing
digital receipts, and simplifying vehicle transfers. This
so-called Entrepreneurs’ Package is now going through
the legislative process and our aim is to bring as many
of the measures as possible to life in the first half of next
year.

Last but not least, our entrepreneurs face the challenge of our
climate targets. Doing business sustainably will offer huge
benefits to everyone, but achieving it is a major challenge.
We are ready to help businesses with this. That's why
we are constantly simplifying and streamlining legislation
for investment in renewable energy. In addition, we have
subsidy programs in place to enable businesses to raise
the money they need to invest. These funds are intended
not only for the production of electricity from sources such
as the sun or wind, but also for energy savings and more.

There are a number of programs available and the best way
to find your way around is with the simple search engine
on our website www.podporapodniku.cz. Here you will find
an overview of support across the ministries in one place.

| believe this will also make your business life easier.

| wish you pleasant reading and success in your business.

Jozef Sikela
Minister of Industry and Trade of the Czech Republic

MINISTRY OF
INDUSTRY AND TRADE

60 _dB

/ OF COMMERCE

6


http://www.podporapodniku.cz/

STRIVING TO THRIVE - PART 3

SEPTEMBER 2024

Opening remarks by the Association of Small
and Medium-Sized Enterprises and Crafts

of the Czech Republic

Dear readers,

it is my honor to present to you the results of the latest
survey among Czech entrepreneurs - the Barometer -
on financial services, conducted by MasterCard within
the framework of the Mastercard Strive in Czechia
program. This survey provides valuable insights into
the state of micro- and small businesses, which make up
the vast majority of companies not only in the Czech
Republic, but also globally. We have known for a long time -
and the Barometer data confirm it - that these businesses
arekeytojobcreation,employmentandeconomicdevelopment
in local communities. In the Czech Republic, micro, small
and medium enterprises account for 99.8% of all businesses
(of which over 95% are micro businesses with fewer
than 10 employees), providing almost 70% of employment
and contributing more than 55% to the Gross Domestic
Product (GDP).

The Association of Small and Medium Enterprises
and Self-employed Persons of the Czech Republic (ASME CR)
greatly appreciates all studies and "hard data" that clearly
highlight and demonstrate the importance of the segment
of the smallest companies and entrepreneurs for the Czech
economy. Itis not only about their high number, but also about
their real flexibility and quick response to market demands,
including their contribution to social cohesion in the regions.

Despite their importance, however, these enterprises often
do not receive the attention and support they deserve.
Support for small and medium enterprises often becomes
a mere catchphrase. Every day, we see the attitude
of the state, banks, and large corporations showing that

it is easier for them to support one large project than
a hundred small ones. Yes, it is a lot of work, but when we
think about the obligations that an ordinary self-employed
person, who does not have teams of people or strong law
firms behind them, has to fulfill and keep track of, that would
make a long story for a book. It is a lot of work to do for just
one person.

The results of this Barometer highlight several key challenges
which micro and small enterprises face. These include limited
access to finance (yes, it is difficult for small firms to do
business at 8-10% interest onloans), high financial insecurity,
especially among women entrepreneurs, and low awareness
of available financing options. The Barometer also revealed

supported by
strive

En
AmSP ER

£3care

C z E C H
o W[’ cHAMBER.
oSN MDD R Y

that many entrepreneurs prefer to be financially independent
and avoid external financing, which can limit their growth
and resilience to crises. In short, there is a persistent
aversion to external debt among Czech entrepreneurs,
with the younger generation, however, more willing
to take greater risks - which means that especially successor
generations in family enterprises might get a second
wind in their businesses. Awareness of financing options
is not universal, underlining the need to improve financial
literacy and access to information. Particular attention needs
to be paid to gender differences, with women entrepreneurs
facing greater challenges and fewer opportunities for growth
- it is no surprise, considering that it is often mothers who
need to take care of their children and households, regardless
of whether they run a business or not.

Itis an honor for the Association to be part of the Mastercard
Strive in Czechia program team, however, at the same time
we always want to achieve tangible results. Based on these
findings, itisclearthatthereisaneedtodevelop specificeasier
and more appropriate access to funding, both
atgovernmentand privatelevels. The Association will continue
to framework of the Mastercard Strive in Czechia program
to ensure that micro and small businesses have better access
to the resources and support that will enable them not only
to survive but to truly thrive.

| wish all entrepreneurs to make the right decisions.

Eva Svobodovd

Member of the Board of Directors and CEO
Association of Small and Medium Enterprises
and Self-Employed Persons of the Czech Republic
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Introduction

Welcome to the third edition of our Czech MSE Barometers.
It's nice to be back.

This is our penultimate barometer in a series of four. Readers
of the first two editions will know that we started first
with a pulse check on the general state of MSEs
in Czechia. Our second, then examined questions of gender
and technology among Czech MSEs. In this one
we take a closer look at the important questions of MSE
and entrepreneur wellbeing, along with deep-diving into their
access to finance.

Micro and small enterprises matter

Before we get into the substance of the report, it is worth
reminding ourselves of just how important MSEs are. Small
businesses constitute a vast majority of global enterprises
and are primarily responsible for job creation, employment,
and market access in local economies. Their presence
and wellbeing are critical to the health of their communities.

On the same lines, in Czechia, 98.9%! of businesses are
MSEs, driving close to 48% of employment, and 36.1%
of the overall GDP.2 Yet, despite their outsized importance,
these businesses rarely receive the spotlight reserved
for their larger cousins. This often makes them less resilient,
lacking the level of attention and institutional support that
larger enterprises access with lesser effort.

However, as previous Barometers in this series have
underscored, MSEs are fragile. They are often the most
affected by rapidly changing economic landscapes. In 2022,
we saw that more than 1 in 5 MSEs anticipated a decrease
in revenue and investments, with a slim prospect
of employment growth.® In 2023, we saw that Czech
entrepreneurs would not recommend running an MSE,
reporting a low -23 Net Promoter Score.*>

We know that Czech MSE owners face significant structural
challenges. This ranges from a lack of targeted support
services, limited access to digital tools and finance,
and a “"trust gap” with private and public institutions
that limits their willingness to access existing resources.
Development of MSEs in the country is also hindered

1Czech Statistical Office, 2024
2European Commission SBA Fact Sheet Czechia, 2019
3 Striving to Thrive:The state of Czech Micro and Small Enterprises, 2022.

SEPTEMBER 2024

by limited resources to access information, specifically
on new markets, technologies and financial services.
It is interesting to note here that these structural
challenges are not a uniquely Czech experience, especially
in the aftermath of the pandemic, where we see a small group
of high-income economies across Europe experiencing drops

in the quality of their overall entrepreneurial environment.®

Keeping this in mind, this Barometer will look to understand
the experience of MSEs in Czechia, their lived realities,
and opportunities for improvement. This includes identifying
challenges that are uniquely Czech, but also applying lessons
from other economies that have boosted their entrepreneurial
ecosystems, be it by building support infrastructure,
establishing cross-border networks for market access,
or simply decentralizing MSE support to add regional context.

We hope, as in previous editions, to contribute to paving
the way for these enterprises to thrive.

“The NPS, a popular market research metric, asks respondents to rate the likelihood that they would recommend a company, product, or a service to a friend or colleague

on a 0 to 10 scale. The score itself is calculated by subtracting the proportion of "detractors” who provide ratings of 6 or lower, from "promoters” who provide ratings of 9 or 10.

"Passives” who provide ratings of 7 or 8 are not included in the calculation
5Ndzev: Striving to Thrive Part 2: Czech MSEs in 2023
¢ GEM Global Report 2024
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What goes into a Barometer

Just as for our prior Barometers, the information in this
report comes from two main sources. The cornerstone
is a survey of the MSEs themselves, and this is supplemented
by relevant secondary data. Taken together, we aim
to establish a comprehensive, cross-cutting, and in-depth
backdrop against which the state of MSEs in Czechia can
be further understood and analyzed. This time focusing
on the question of MSE's access to, use of, and challenges with
finance. You can learn more about our approach in the section
on Our Methods.

As this is a series, we encourage you, our readers, to revisit
the first two Barometers, published in November 2022
and December 2023. Be it before embarking on this report,
or after, we think this story is worth all its parts.

Meanwhile, if you have any suggestions on where this research
should go in the future, we would love to hear your ideas
via this link here. We are keen to hear any and all thoughts,
and especially if you yourself are an owner of an MSE. Please
do get in touch!
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What to expect from Barometer 2024

This Barometer expands on the insights covered in earlier
versions. As in the first and second editions, we repeat several
of our original survey questions, while adding new targeted
ones that fill knowledge gaps identified in our previous work.

This report covers three main themes. First, we revisit
the businesses, looking to understand the health of these
businesses and their financial resilience. Then, we take a look
at the lived experience of business owners. We look at how
their backgrounds and families impact their entrepreneurial
experience, and vice versa. We ask about their levels
of worry, theircomforttaking time awayfromtheirbusinesses,
and the external demands that affect business health.

Finally, we go on to dive deeper into their access
to financing, the lifeblood of a thriving MSE sector. This starts
with an exploration of awareness and engagement, before
diving into the experience and perceptions of external
financing. This section also explores the various factors that
impact this experience, and looks to identify the gaps that
persist in the ecosystem. As we break down the factors that
affect engagement with external financing, we also look
toidentifytheimpact of this financing, beit onbusiness health
or entrepreneur well-being.

We hope the insights from this work will go on to have
a marked positive impact on these businesses, and enable
corporations, government and civil society in their attempt
to help these entrepreneurs thrive.
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11 lessons from this Barometer

1.

2.

Czech entrepreneurs are wary of debt and external
finance. Around 40% of entrepreneurs don't feel that
an external loan is suitable for them, and over a third
of entrepreneurs report a preference to remain debt-
free. This corroborates existing research showing that
40% of Czechs would not consider taking out a loan
for their businesses, a figure that rises to 67% among
those aged 55 and above.” We see this reflected
in our research, where entrepreneurs between the ages
of 35-54 are 1.7 times more likely than those over
the age of 55 to take on debt. Gender also has
a minor role to play here; women entrepreneurs (42%)
are more likely to be loan and debt-averse than men
(38%). Overall, we see a prevailing skepticism towards
debt that on the one hand may reduce
the chances of bad-debt, and on the other may be
limiting the capacity of such businesses to use finance
to grow.®

This wariness translates into only a few MSEs
attempting to access external finance, and might
be exacerbated by challenges in the application process.
Only a quarter of entrepreneurs have attempted
to access private financing, and those that do report
significant barriers, ranging from prohibitive interest
rates (27%) to issues with the loan size offered
(24%), and stringent collateral requirements (22%).
All of these are challenges that suggest a disconnect
between the financing requirements and current status
of Czech MSEs and the available financial products.
Recent OECD reports also show that strict rules
implemented by banks such as credit risk management,
higher demands on the financial health of borrowers,
and higher loan collateral requirements have proven
to be deterrents for MSEs in accessing finance.?

Successful applications are not the end of the story,
with an alarming nine in ten entrepreneurs who have
taken a loan viewing it as a burden. Men are more likely
to see the loan as a burden than women (18% vs 10%),
as are older entrepreneurs’ (24% of those below 34,
vs 42% of those 35-54 and 32% above 55 years).
Nearly 1 in 5 explicitly regret taking the loan, and close

7 Attitudes to Personal Finance, 2019

8 Segmentation of Czech consumers based on their attitudes towards money, 2013
?Financing SMEs and Entrepreneurs, 2020 | OECD iLibrary
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to a third of entrepreneurs report taking an additional
loan to help with existing business loan payments.
Research shows that 1 in 10 Czech individuals have
had trouble paying installments for their personal loans
on time in the past.’® Negative sentiments on having
debts to repay are compounded by what is already
a challenging environment to run a business
in, with steep energy prices and rising costs.!?
Czechia was one of the most affected countries due
to the soaring energy prices in the region, impacting
disposable incomes and business costs significantly.

A lack of awareness of sources for financing
might be contributing to the wariness of external
finance. 1 in 5 Czech MSE entrepreneurs rate their
awareness of bank loans as poor, and 2 in 5 rate their
awareness of government sources of capital as poor.
Education levels and age also play a role in the types
of financing entrepreneurs are aware of, for example,
47% of entrepreneurs with less than a high school
diploma report poor awareness of bank loans,
in contrast to only 16% of those with a high school
diploma or more. Similarly, twice as many younger
entrepreneurs report high awareness of crowdfunding
than their older counterparts. Region seems to also
play a smaller role here, with MSEs in the capital city
of Prague reporting better awareness of bank loans
and government financing options.

State supportis asimilar story, showing poor awareness
and low uptake across entrepreneurs. Close to 40%
of entrepreneurs report poor awareness of government
financial support, and only 30% report attempting
to access such support in the past three vyears.
Challenges on the government side of things include
complex application procedures (38%), strict eligibility
criteria (35%), and extended approval timelines (33%).
The state appears to have a way to go in building
(or refining) mechanisms to ease access and enable
Czech entrepreneurs to readily consider government
support as an option, as well as in building a positive
perspective with regards to state funds as a tool
for strengthening entrepreneurial ecosystems.

10 Attitudes to Personal Finance, 2019

1 The impact of the European energy crisis: the case of Czech Republic, 2024
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6.

3 Clo

On a positive note, successful loan recipients report
better business health. 55% of loan recipients report
slight or significant increases in revenue, versus
only a quarter of those who were unsuccessful,
or 35% of those who have not attempted to access aloan
in the last 3 years. Similarly, over 1 in 10 of respondents
who were unsuccessful in their loan application over
the past three years report that their business's ability
to pay bills has significantly decreased in the past
year, vs. only 1% of those that succeeded. Although
it is unlikely that accessing the loan was the sole driver,
there is a strong relationship that suggests loans have
had an impact on business health.

Despite this, the reluctance to seek external finance
continues into the near future. A majority of Czech
MSEs (~60%) are not looking to secure external
financing in the coming year. A quarter of these report
not having a need, and 1 in 5 emphasize their need
for financial independence and desire to maintain control
over finances. Additionally, our research shows that
most entrepreneurs with unsuccessful loan applications
are unaware of any specific reason for rejection, opacity
that could be preventing entrepreneurs from reapplying,
being unsure of how to improve their likelihood of being
approved in the future There is work to be done to make
access easier, improve awareness and transparency,
and highlight positive impact in order to encourage
entrepreneurs to access external financing pathways
to grow.

Female entrepreneurship can create significant returns
for the economy, but gender gaps persist. A significant
portion of Czech MSEs are led by women, including
36% of the enterprisesin our research. Thisis a significant
proportion with their own unique set of gendered
challenges, be they societal expectations of domestic
care responsibilities, or increased levels of financial
stress relative to men. Addressing these are critical,
as it is estimated that unlocking the potential of women
to grow businesses and participate in the workforce
could add an additional EUR 20 billion per year
to the Czech GDP by 2030.13

Small kids and small business is a tricky combination.
Running a small business is demanding at the best
of times. Throw in the needs of young children, and it's not

sing the gender gap in the Czech Republic

1 Global Entrepreneurship Monitor 2022/23 Women's Entrepreneurship Report

% Clo:

* To

sing the gender gap in the Czech Republic
put this in perspective, one of the key elements of a 'minimum decent wage'

in Czechia is the ability to take at least a 11-day domestic vacation annually

supported by
strive

£3care

En
AmSP ER

C z E C H
W[ CHAMBER.
S oF THE CoECH RepuUBLIC i (Y

SEPTEMBER 2024

surprising that Czech entrepreneurs with children aged
between 0-6 are roughly one and a half times more likely
toworry about finances than those with older children. Close
to a quarter of entrepreneurs without kids report not
spending any time on worrying about finances. Equally
unsurprising, but no less concerning, this caregiver-
entrepreneur, double-whammy falls disproportionately
on women. Indeed it is almost certainly a key reason that
women are also one and a half times more likely to worry
about their finances on a daily basis, compared to men.
That the Czech Republic is not alone in this problem - across
the world for every man reporting family and personal issues
as a reason to discontinue business, there are 1.43 women
- makes it no less important an issue.*

10.And the domestic burden extends beyond childcare.

Even before the COVID-19 pandemic forced families
towork and learn at home, almost 3 times as many Czech
women reported doing most or all of the work at home,
compared to men.'> And these added demands seem
to be compounded by alack of rest. 3in 10 entrepreneurs
in general report having taken less than 2 weeks off
in the past year, with women 40% less likely than men
to do so.® It's something of a cliche that running
a business leads to burnout, but without greater
support, the likelihood that female Czech entrepreneurs
experience this, appears very real.

11.Building entrepreneur resilience remains key (and it's

going in the wrong direction). Given extra pulls, stresses
and sometimes outright turbulence of running a small
business, you'd hope that MSE owners would have access
to funding in an emergency. Contrary to our recent MSE
barometer in Indonesia — which found MSE owners there
to be, on average, more financially resilient than the general
population - Czech entrepreneurs are no more resilient
than the average population.’’” Both a quarter of MSEs
and a quarter of the general Czech population would
struggle to meet an emergency expense. For MSEs this
number has increased from a fifth of them in 2022.8 We
found MSEs have a median operating runway of 6 months,
lower than the recommended duration of at least a year.??
Women entrepreneurs are even less financially resilient,
with a quarter having no cash reserves or financial runway,
versus 1in 5 of the men.

17 Global Financial Inclusion Databank | World Bank
18 Striving to Thrive: The state of Czech Micro and Small Enterprises, 2022
1 Sebastian Quinteiro, "How much runway should you target between financing rounds?"

| Journal of Empirical Entrepreneurship, October 26, 2017
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https://databank.worldbank.org/source/global-financial-inclusion
https://medium.com/journal-of-empirical-entrepreneurship/how-much-runway-should-you-target-between-financing-rounds-478b1616cfb5
https://www.mckinsey.com/cz/our-work/closing-the-gender-gap-in-the-czech-republic
https://www.mckinsey.com/cz/our-work/closing-the-gender-gap-in-the-czech-republic
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About the data (in this report)

The heart of this work is the data we have collected from surveys with owners, C-level executives, directors, or managers
from 610 MSEs in Czechia between April and June 2024. Participating businesses are dispersed across region, sector, size,
and tenure as well as the age and gender of business owner(s).

Businesses are predominantly located in Prague (24%), the South Moravian region (11%), and the Central Bohemian
region (11%). The distribution of enterprises across regions from the survey is comparable to the Czech Ministry of Industry
and Trade's latest figures.?® The report states that the largest share of SMEs is located in the capital city, Prague, which
accounts for close to a fifth of the enterprises in the country. This is followed by the Central Bohemian region, where around
12% of enterprises are based.?

Figure 1: Business location by region (Barometer dataset in comparison with the Czech Ministry of Industry and Trade figures)

@ Barometr Data @ Czech Ministry Figures

Prague 24%

21%
Central Bohemian Region
South Moravian Region
Moravian-Silesian Region
Usti nad Labem Region
Zlin Region

South Bohemian Region
Plzer Region

Hradec Krélové Region
Pardubice Region
Olomouc Region
Vyso€ina Region

Liberec Region

Karlovy Vary Region

0% 5% 10% 15% 20% 25%

20 Number of entrepreneurs and trade licenses according to Region | Second Quarter 2024 Report | Czech Ministry of Industry and Trade
21 Number of entrepreneurs and trade licenses according to Region | Second Quarter 2024 Report | Czech Ministry of Industry and Trade
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In terms of size, 47% of the respondents we spoke to are solopreneurs (with no employees), 36% run micro-enterprises
(1-9 employees), and 17% run small enterprises (10-49 employees). We observe that women are more likely to be solopreneurs
(61%), than men (47%), a finding that aligns with the Global Entrepreneurship Monitor's Women's Entrepreneurship Report,
which finds that 60% of solopreneurs are women.??

Figure 2: Business size Figure 3: Tenure of business operations

Less than a year
1 year to 6 years

7 to 12 years

@® Micro
@ Smuall

@ Solopreneur

13 to 19 years

>19 years

0% 10% 20% 30% 40%

Our sample is divided between MSEs that have been in operation for 6 years or less (39%), 7 to 12 years (22%),
13to 19 years (14%) and over 19 years (25%). 3 in 5 entrepreneurs aged 55 and above have been operating their enterprises
for over 19 years.

2 GEM 2022/2023 WOMEN'S ENTREPRENEURSHIP: CHALLENGING BIAS AND STEREOTYPES
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As in previous editions, the top sectors of operations are services (i.e., consulting, ICT), wholesale/retail, construction,
plumbing or carpentry and manufacturing (see Figure 4). Similarly, as observed in last year's Barometer, a majority (62%)
are B2C (business-to-consumer) models, just over a quarter (27%) are B2B (business-to-business), with the rest (11%) being
hybrid models.

Figure 4: Sector of operation

Services (e.g., consulting, ICT)
Wholesale or retail
Construction, plumbing
Manufacturing

Arts, entertainment
Hospitality and restaurants
Health care and social
Transportation, logistics
Finance and insurance

Real estate

Agriculture

Others

0% 10% 20% 30%

Over half of these enterprises are led by men (53%), just
over a third are led by women (36%), and the remainder
jointly led by both men and women (11%). A third of these Figure 5: Gender distribution
are family-owned businesses.??> These numbers reflect
estimates from other sources on business ownership too.
The European Institute for Gender Equality reports
that women make up about one-third of entrepreneurs
in the European Union, with a similar share in Czechia.?*

@ A woman (or women)
. A man (or men)

. Both (a man and woman)

23 A family owned business is a business in which at least two members of the same family participate with their work or property, e.g. husband and wife, parents and children,
siblings, etc.

2WEGate | Women Entrepreneurship Portal launched by the European Commission
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25 As of 2023, there were around 24.4 million SMEs in the EU, with micro-enterprises representing the vast majority. Specifically, micro-enterprises (1-9 employees) made up about

Our methods

Our survey, which you can read in full in the Annex, was
administered in Czech. MSE respondents were screened
to confirm that they worked at the level of manager
or higher. Businesses that had 50 or more employees
were excluded from this study.

The sample of MSEs we spoke to slightly differs from
the general MSE population of Czechia.® We made
a deliberate choice to oversample certain smaller
groups to provide a statistically robust comparison.
Therefore, the reader should know that in terms
of depicting the general state of Czech MSEs the data
is slightly skewed toward the views held by relatively
larger, small businesses (10 to 49 employees). This
is in keeping with our approach for previous studies,
and we do not believe that this has had any material
impact on the headline findings of this report.

Sample size differences in our report can be attributed
to two primary factors: respondents skipping certain
questions and questions being tailored for specific

SEPTEMBER 2024

groups. When respondents skipped questions,
it affected the sample size for those particular
questions. Additionally, questions designed for specific
groups naturally resulted in smaller sample sizes
compared to those intended for a broader audience.
Please keep these variations in mind when interpreting
our survey results.

Finally, where wider information helped to paint
a richer picture of the experience of MSEs, we drew
on existing secondary sources. Our most important
sources included the Czech SME Support Strategy
2021-2027, Financing SMEs and Entrepreneurs 2024:
AnOECD Scoreboard, OECDiLibrary, McKinseyand Co.'s
report on Closing the gender gap in the Czech Republic,
Czech Republic Assessment of the SME Policy Mix
and the European Economic Commission Report,
among other sources referenced through the report.

93% of all SMEs, followed by small enterprises (10-49 employees) and medium enterprises (50-249 employees). [OECD iLibrary]
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Theme 1: The current state of Czech enterprises
— their business health and financial resilience

First, we would like to set the scene. This section in Czechia in 2023, likely contributing to limited
of the report will look to understand the status opportunities for MSE expansion and growth.?
and wellbeing of these enterprises, and uncover In Figure 6, we see that over one-third of businesses
the characteristics that shape their operational saw no change in revenue over the last year, while
capacities and growth trajectories. We begin a third observed only a slight increase. Similarly,
with an in-depth examination of these MSEs. 7 in 10 saw no change in their ability to pay bills
Questions around revenue trends, profitability, (Figure 7), 3 in 5 report no change in their ability
and financial resilience help us create a comprehensive  to secure financial resources and sevenin ten report no
picture of the health of these businesses. change in their ability to manage financial obligations.

For starters, we see that business revenue tends By all accounts, a majority of Czech MSEs seem
to fall in the lower end among MSEs, but a majority  to be profitable, but somewhat stagnant, with limited
are profitable within the landscape in Czechia. growth or change in revenue or financial ability.

A significant proportion of the businesses in our data

- over one-third (36%) - report low annual revenues Further investigation also reveals gendered
between CZK 250,000 to CZK 1.25 million. These differences. Men-led businesses report higher profits,
are predominantly solopreneurs (60%), and over with 60% reporting profits over CZK 250,000 versus
3 in 10 of these businesses report profits ranging only 41% of women-led businesses. While there
from CZK 250,000 to CZK 625,000. Interestingly, is no significant difference in businesses that are not
profit ranges hold as revenue increases, for the 16% profitable, there is still a slightly higher proportion
of businesses reporting annual revenues between of women-owned businesses here; 8% of women-
CZK 1.25 million to 2.5 million, 28% report similar led businesses report not being profitable, compared
profit levels of CZK 250,000 to CZK 625,000. These to5% of men-led businesses. This suggests thatfemale
businesses are typically larger, with 80% being micro- entrepreneurs face greater challenges in generating
or small enterprises, suggesting that solopreneurs and maintaining profitability, potentially impacting
are seeing more profits (likely due to lower expenses). their business continuity and growth. As mentioned
Overall, nearly 94% of businesses report some level previously, globally, one of the most frequently noted
of profitability. reasons for women to discontinue their businesses

is a lack of profitability.?”

However, growth is limited. This could be a function

of macroeconomic factors, as EU estimates reported

a decline in private consumption and GDP contraction

2¢ Economic forecast for Czechia

27 Global Entrepreneurship Monitor 2022/23 Women's Entrepreneurship Report
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Figure é: Change in business revenue Figure 7: Change in ability to pay bills

100% - 100% -

75%- 75% -
Very much decreased Very much decreased

@ Slightly decreased @ slightly decreased
50% - @ No change 50% - @ No change

@ Slightly increased @ Slightly increased

@ Very much increased @ Very much increased
25% - 25% _

0% 0%

Outside of income and growth, financial resilience is an important metric of business health. This has been an area of focus
in recent years within the EU overall, with Eurostat data in 2022 showing that high inflation, interest rates, and the end
of COVID relief efforts combined to result in the highest number of MSE bankruptcies since 2015.28 Our data paints a picture
of moderate risk in Czechia - around one in five enterprises do not have the financial runway to cover operating expenses
if they cease to generate revenue.

This is most evident among solopreneurs, where close to a quarter report no cash reserves. Of those that do have reserves
however, solopreneurs have a greater runway when compared to other types of enterprises, likely due to the lack of payroll
expenses, with an average runway of 1 year. Micro enterprises on the other hand only have an average runway of 8 months,
while small enterprises have an average runway of 11 months.

We also find a gendered difference in liquidity and resilience
- a quarter of women-owned businesses report having
no cash reserves and no runway, compared to 1 in 5 Figure 8: Financial runway
male-owned businesses. This difference is marked in non-
profitable businesses, where women-owned enterprises
are approximately 1.28 times more likely to not have any cash
reserves than men-owned ones. This gendered difference
continues for businesses that report profits up to CZK
625,000, where women-owned enterprises are more likely
than their male counterparts to not have cash reserves. This
suggests that women entrepreneurs are less likely to be able
to save their business profits for future business expenses. ® Cosh Reserves

@ No cash reserves

28 Eurostat data on business registrations and bankruptcies 2022
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Figure 9: Cash reserves by gender
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Related to this, around a quarter of all enterprises report
being wvulnerable to financial shocks, reporting they
would find it very difficult or somewhat difficult to meet
an emergency expense for their business. The split here
is in line with the findings on cash reserves, as seen in Figure
10; solopreneurs are likeliest to report difficulties meeting
these expenses (28%), followed by microenterprises (25%)
and small enterprises (15%). The lack of cash reserves
reported by over a quarter of solopreneurs is likely translating
into potential challenges in coping with financial shock.
Meanwhile, microenterprises often straddle an awkward
middle, with higher expenses than solopreneurs yet markedly
lower revenues than small businesses. This accounts both
for their lower financial runway, and the significant difference
between them and small enterprises when it comes
to difficulties meeting emergency expenses.
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Figure 10: Ability to manage emergency expenses
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Very easy
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@ Neither easy nor difficult @ Very difficult

Interestingly, half of all entrepreneurs' report that they will
use money they have been saving to meet an emergency
expense, highlighting a dependency on personal financial
planning over external support. This is a sentiment we explore
further in the later section on Czech MSEs and External
Finance.

Therefore, we see that a significant portion of businesses
exhibit moderate but stable profitability, yet growth
remains limited for many. Despite some enterprises
demonstrating resilience with adequate cash reserves,
a notable fraction are vulnerable to financial shocks and lack
sufficient liquidity. Understanding these nuances is crucial
if we are to understand which types of businesses
and business owners may require additional support
in a dynamic economic landscape.
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Theme 2: Entrepreneur well-being

and work-life balance

Now, on to the key actors within this landscape
- the entrepreneurs themselves. In this section,
we look to understand the average Czech entrepreneur,
their lived experience in operating their businesses,
and the financial stress and work-life balance they
experience. Through this, we look to uncover how
entrepreneur wellbeing and family dynamics interact
with the state of their enterprises.

Micro and small enterprises, more than any of their
larger cousins, are reflections of their founders
and owners, and understanding these individuals
is essential to informing tailored support and policy
formulation. After all, nearly half (47%) of these
entrepreneurs are solopreneurs, with business
and personal wellbeing inexorably linked.

The typical entrepreneur in our sample is a man,
aged between 35-44, with a high school diploma
and no dependent children. However, much like
the enterprises themselves, there is a wide spread
here. While the majority of our respondents are men,
women represent approximately a third of business-
owners in the dataset. This gender distribution
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highlights the significant involvement of women
inthe entrepreneurial landscape, despite the continued
male dominance.

In Figure 11, we see that entrepreneurs tend
to cluster in the middle age brackets, with nearly half
of the sample aged between 35-54 years (24%
are between 35-44, and 23% between 45-54
years). These are individuals that likely come with
some experience, networks and industry knowledge,
all  critical assets in business sustainability
and growth. In terms of their educational background,
we find an educational makeup that underscores
a diverse skill set and knowledge base. Nearly half
of the respondents hold a high school diploma,
and a substantial proportion of them, around 38%,
report attaining some form of professional, tertiary,
or higher education, as seen in Figure 12.
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Figure 11: Age of business owner
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However, it is not just the individuals. Family dynamics play
a crucial role in shaping the entrepreneurial experience,
with different family structures placing varying demands
on the entrepreneurs' time and resources. Notably, 34.4%
of the businesses surveyed are family-owned (Figure
13), highlighting the significant role of familial support
and succession in the business dynamics within Czechia.?’?
This emphasizes the importance of family involvement
in ensuring the continuity and stability of businesses
in the region.

Across the entrepreneurs in our data, the importance
of MSE health continues to be underscored, with nearly
4 in 5 identifying their enterprise as their primary source
of income. When we dig deeper, we find that over
1 in 3 of our sample operate in single income households,
heighteningthe financialrisks associated with entrepreneurial
activities and further highlighting the importance of support
for this segment. Somewhat reassuringly, over half report
having another income source in their household, suggesting
some cushion against business volatility.

27 Press release by Ministry of Industry and Trade on Family Businesses
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Figure 12: Education levels of business owners
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Figure 13: Is your business family-owned?
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On the same lines, over half of the business owners (50.5%)
do not have any dependent children in the household (Figure

14), which might afford them greater flexibility in business Figure 15: Number of children by gender of business owner
commitments. Meanwhile, among those with children,
around a quarter have children aged 4-6, and another 100%-

quarter have toddlers aged 0-3.

75%-
Figure 14: Number of children

19
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Work-life balance

Entrepreneurship is a highly involved role to step into, with compounding concerns around finances and work-life balance
in the effort to balance business and family well-being.

In encouraging news, a significant majority of entrepreneurs in our data, 70%, report worrying about business finances once
amonth or less, a relatively low frequency of financial stress. Our first Barometer found that half of business owners reported
increased stress around business finances, so this data makes for reassuring reading, suggesting an MSE landscape that
is on its way to stabilization. Indeed, around 1 in 5 in this round reported that they never worry about business finances,
highlighting a segment of entrepreneurs that are maintaining a high level of financial stability and confidence. Business
maturity has a part to play here - entrepreneurs with businesses that are over 13 years old are most likely to not worry about
business finances. Additionally, while we do not see a gender difference overall, women are one and a half times more likely
to report worrying about their finances daily when compared to men.
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However, as we have highlighted previously, entrepreneurship is about more than the entrepreneur. Parenting status
significantly influences levels of financial worry across our data. Expectedly, entrepreneurs with no dependent children
are significantly less likely to worry, with 23% reporting not worrying about business finances, versus 15% of those
with children. While there is no statistically significant gender difference here, the age of children has animpact; entrepreneurs
with children aged 0-6 report worry about finances on a weekly or monthly basis at a much higher rate compared to those

with older children (53% vs. 36%).

Figure 16: Dependent children and financial worry
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@ No change

Outside of this, we look at the ability to take time-off
as a proxy for work-life balance, to understand how running
a business is impacting our entrepreneurs. While we see
a roughly even split overall (half taking less than 2 weeks
off and half taking more), around 1 in 5 took no time off.
There are some expected trends here — entrepreneurs who
are not gainfully employed elsewhere take less vacation
time compared to those with additional employment. Along
similar lines, women report taking less time off than men,
with over a third taking less than two weeks off compared
to a quarter of men (see Figure 17).

30 Closing the gender gap in the Czech Republic
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Figure 17: Time taken off (last 12 months)
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As highlighted previously, women entrepreneurs face more
barriers in running their businesses. Czech women spend
a lot more time on household work than men, with childcare
and general caregiving, primarily seen as a women's
responsibility.3*® Women entrepreneurs treading the fine-
line between the responsibilities of being a business owner
while shouldering the brunt of their household-care burden,
likely find it harder to take breaks. Given these obstacles that
women entrepreneurs deal with, it is unsurprising that 19%
of women entrepreneurs with children reported taking no
time off in the last year, compared to 13% of men.
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Interestingly, entrepreneurs are more optimistic about their personal time-off in the future, with nearly 40% expecting
to take between 2-4 weeks off in the coming year. Still, 14% report an unwillingness to take any time off at all, reflecting
the intense commitment required to run a business. We also see that entrepreneurs who worry about finances daily
are notably less comfortable taking any time off in the upcoming year, with 3 in 10 expressing discomfort.

So what does this tell us?

Financial concerns vary widely, with parenting status
significantly impacting levels of financial worry. While many
entrepreneurs experience low financial stress, a substantial
portion face ongoing challenges balancing business demands
and personal commitments. As highlighted in Figure
17, there is a gender disparity here as well, with women
reporting taking less time off than men. When coupled
with the impact of societal expectations around family care,
and disparities in profitability and financial stability, these
gendered differences call for targeted support for female
entrepreneurs.
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These findings highlight the importance of tailored support
measures to foster a dynamic and resilient entrepreneurial
ecosystem. Understanding the diverse needs and challenges
of different business types and owner profiles is crucial
for devising effective strategies to enhance business growth
and sustainability in Czechia.

The following sections dive deeper into awareness
and access of external finance for Czech MSEs, and look
to understand gaps in the landscape where both public
and private stakeholders can play important roles.
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Case study 1

In the bustling city of Brno, Jindfich, a seasoned
entrepreneur with a background in economics, runs
an enterprise in the finance and insurance sector.
His micro-business, though modest in size, offers
critical financial solutions to foster growth among
other businesses.

Jindfich's  journey into entrepreneurship was
a natural progression from his academic pursuits
and professional experiences. With a Masters' degree
in Economics and years of banking and corporate
experience, he transitioned into running multiple
businesses, including a warehouse and various financial
ventures. "I like to help people that have a financial aim
but also an ethical goal,” Jindfich shares, reflecting his
commitment to impactful business practices.

Navigating the complexities of financing, especially
in Central Europe, presents unigue challenges. Jindfich
highlights the reliance on traditional bank loans
and private equity as primary financing options.
“In central Europe, we are very focused on banks
as financing options,” he explains. Despite
the availability of various financial instruments,
the stringent criteria  and historical focus
of Czech banks pose significant hurdles. “Compared
to financing in the USA, the banks are more interested
inyourpast. Not the future,” Jindrich notes, emphasizing
the inflexibility that often stifles new ventures.

Securing capital has not been without its trials.
“The market is full of not-so-serious investors. So you
have to do your research,” Jindfich advises. However,
his extensive network and solid business reputation
have facilitated access to necessary funds, including
credit account loans from institutions like Raiffeisen
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bank. This experience underscores the importance
of credibility and performance history in navigating
the Czech financial landscape.

Jindrich expresses satisfaction with the private
financing options available, attributing his success
to his established business history. “I have no trouble
qualifying for loans/lines of credit,” he says. Moreover,
the support from government-backed agencies has
simplified the financing process, making substantial
loans more accessible.

Reflecting on the broader financial environment,
Jindrich acknowledges the systemic challenges
faced by small businesses, particularly those
with slower growth trajectories. “A small business that
is growing slow can have trouble,” he observes, pointing
to the rigid loan qualification criteria based
on historical performance.

Despite these challenges, Jindfich's entrepreneurial
spirit remains unyielding. He strongly endorses
entrepreneurship, “I would recommend running your
own business to my friends and family,” he asserts,
highlighting the freedom and satisfaction it brings.
The flexibility of modern business practices, especially
post-COVID, has further empowered him, allowing
for a balanced lifestyle that includes travel and remote
management.

Jindrich's story, set against the backdrop of financial
challenges, resilient entrepreneurship, and the evolving
business landscape in Czechig, illuminates the path
of a determined MSE owner committed to making
a significant impact in his community.
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Theme 3: Czech MSEs and external finance

Adequate and timely financing is essential
for enterprises, whether they aim to grow or simply
continue operations. Be it working capital, investments
in expansion, or funds to tide over emergencies,
external financing is important for businesses of all
size and shape. In the context of MSEs, this is only
exacerbated. Globally, MSEs face a substantial credit
gap - with an estimated USD 5.7 trillion demand
for credit from MSEs in emerging markets.3!

MSEs often struggle with challenges ranging from
high informal sector demand to limited financial
infrastructure and economic instability.3> Recent
OECD reports show that the stock of SME loans
has seen a decrease overall, across borders.3? Efforts
to enhance economic transformation, including
improving access to financing, could support economic
recovery and growth.3

31MSME Finance | International Finance Corporation
32 CGAP, 2021
33 Financing SMEs and Entrepreneurs 2024
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The Czech government's Strategy to Support SMEs
in the Czech Republic 2021-2027 emphasizes
expanding financial options beyondtraditional banking,
encouraging a diverse range of funding sources
to support businesses at all stages of development.3®
A few of the objectives outlined in the strategy that
go beyond debt financing options include increasing
interest in the possibility of financing enterprises
through the capital market, and intensifying the use
of venture capital. Furthermore, addressing structural
gendered barriers and improving access to finance
for women-led businesses, could add up to EUR
20 billion to the Czech annual GDP by 2030, equivalent
to a 7.8% increase over a business-as-usual scenario.?

34 |MF, 2023
35 Strategy to support small and medium-sized enterprises in the Czech Republic

3¢ Closing the gender gap in the Czech Republic
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Understanding business behavior

Making a choice on an external source of finance is not only
dependent on how the source is offered, but is also related
to the attitudes of MSE owners on how they approach
capital-related decisions. Research shows that an MSE
owner's own beliefs about financial decisions and their
experiences of trying to access finance influence whether
or not they choose to use external funds to run their
businesses.’” Endogenous factors like entrepreneurial
psychology have strong correlations with business outcomes,
according to the Framework for MSME Financial Health.3®

When entrepreneurs anticipate or have experienced
a rejection, especially due to stringent eligibility rules
and criteria from financial institutions, this acts as a deterrent
against such pathways in the future. Czech banks have
placed higher demands on the financial health of borrowers,
set stricter rules for credit risk management and also upped
the collateral requirements in the recent past.?? All of these
factors contribute to an existing aversion of choosing
external finance, exacerbating the sentiment that any money
from outside comes at a cost for Czech MSEs. Reframing
the narrative to look at external capital as an opportunity
to grow business would be a first step in encouraging higher
uptake of the various options available.

Business size matters. Micro enterprises, although larger
than solopreneur-led businesses, are less likely to look
towards debt or other options — as these businesses balance
that fine line between higher expenses than solopreneurs but
lower revenues when compared to larger small businesses.

The latest Survey on Access to Finance of Enterprise
in the Eurozone reports that firms perceive macroeconomic
outlook to be the main factor hampering the availability
of external financing, which speaks to how macroeconomic
factors could play a role in whether entrepreneurs even look
to access said financing.*°

Additionally, we observe a gender difference when it comes
to how men and women run their businesses.*! In a recent
survey, 18% of women entrepreneurs reported ‘family
and personal issues' as a reason to exit business operations,
when compared to 12.6% of men.*? Data from this Barometer
has shown us that women are more likely to worry about

37 The influence of behavioral factors on SMES' owners intention to adopt private finance
38 A Framework for Understanding the Financial Health of MSME Entrepreneurs, 2020
3? OECD SME Financing Report, 2020

“0Survey on the Access to Finance of Enterprises, 2024
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their business finances, report lower business profitability
than men, and also are less likely to take time off. Notably,
women in Europe are also more likely to continue to report
pandemic-related impacts as a reason to exit businesses.*?

So what is the current state of financing? In the first edition
of our Barometer, we found a financing gap in Czechigq,
where only 20% of enterprises had accessed credit, but up
to 64% answering "yes" to taking a loan if offered. In this
year's edition, we look to unpack this further.

At an overdll level, respondents were asked about their
awareness, uptake, and perceptions of external financing
and debt. They were then asked about their experiences
and willingness to access two specific types of external
financing; formal and private sources of debt and credit,
and public financing support available to entrepreneurs.

“1 Striving to Thrive Part 2: Czech MSEs in 2023
“2 Global Entrepreneurship Monitor 2022/23 Women's Entrepreneurship Report
“3 Global Entrepreneurship Monitor 2022/23 Women's Entrepreneurship Report
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Awareness of external financing is low, as is engagement and uptake

Levels of awareness of financing options among
entrepreneurs make for sobering reading. Starting with bank
loans, 1 in 5 of all entrepreneurs describe their awareness
as somewhat or very poor. Gender is not a major factor here,
with both men and women reporting similar awareness
levels, but this gap is exacerbated further based on education
levels. Entrepreneurs with less than a high school diploma
show a considerable lack of awareness, with 47% reporting
poor awareness of bank loans, in contrast to only 16%
of those with a high school diploma or more.

Figure 18: Financial awareness
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We observe a small regional disparity in the awareness
of external financing options, with businesses located
in the capital city of Prague reporting better awareness
across the board. 45% of MSEsin Prague rate their awareness
of bank loans as good, compared to 40% of others. We also
witness this small disparity when we look at awareness
of government financing, with 30% of Prague MSEs reporting
a good understanding compared to 27% of MSEs elsewhere
in the country.

“ Strategy to support small and medium-sized enterprises in the Czech Republic
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Over 2 in 5 report poor awareness of government financing
and non-bank debt options (as seen in Figure 18), a number
that rises to nearly half when it comes to equity capital
options and crowdfunding. Age also comes into play here.
Around half of entrepreneurs aged between 45-54 indicate
a poor understanding of government financing and equity
capital. Crowdfunding is least understood overall; over
1 in 2 respondents report poor awareness, rising to around

2 in 3 for those over 45.

5 - Very Good
® 4 - Slightly Good
@ 3 - Neither Poor nor Good
@ 2 - Slightly Poor

@ 1- Very Poor

Crowdfunding

This gap in awareness is not new information. The Czech
government has explicitly highlighted the need to bridge
the significant gap in entrepreneurs’ understanding
of available financing options and new forms of funding.*
So what are the levers we can to bridge this gap?
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When it comes to the sources of information entrepreneurs
use to learn about private financing options, we see
a wide but mostly equitable spread. 37% seek information
directly from financial institutions, and around a third fall
into each of the other sources, namely official government
or EU websites, search engines, social media, and advice
fromotherbusinessowners. We also observe some differences
here based on the education levels of entrepreneurs. Existing
literature has found that education levels are strongly
correlated with financial literacy.*> In our data, we see that
53% of the entrepreneurs who have less than a high school
diploma look to source information are more likely to source
information from other business owners. This likely stems
from a lack of knowledge of or comfort with institutional
sources of information.

Notably, nearly a quarter of entrepreneurs do not actively
seek out information on private financing. Women
are significantly more likely to not actively track financing
options, with close to 3 in 10 not keeping track through
any sources, compared to around 2 in 10 men. Even within
those seeking information, men are more likely to source
information directly from financial institutions, compared
to women (40% vs 35%). This is a reflection of the larger

Figure 19: Sources of information (private finance)

40% -

30% -

20% -

10% -

0%

Directly from financial From other business

Official govt

“ Financial literacy and inclusive growth in the European Union
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gendered challenges with financial literacy globally
and in the EU, a challenge that has been recognized
by institutions such as the EBF (European Banking
Federation).*

We see similar trends in knowledge around government
support. Over 2in 5 entrepreneurs rely on official government
sources for knowledge, and again, a quarter (25%) report not
actively seeking information. The gender gap continues here
as well, with 30% of women entrepreneurs again reporting
no active source of information, compared to a quarter
of their male counterparts, as seen in Figure 19.

The awareness data does imply that one size does not fit all,
and entrepreneurs in the country access their information
from a wide range of options. Financial institutions
and policymakers should strategically target development
of innovative tailored communication campaigns, especially
to target women-led businesses and entrepreneurs with
lower financial awareness overall. Targeted outreach
to these MSEs can help them better understand what
funding options are relevant to them at different stages
of their business.

. A man (or men)

. A woman (or women)

Search engines and None

“¢ A golden key, and not a silver bullet: addressing the gender gap in financial literacy as part of a broader strategy for economic empowerment
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Engagement and uptake of private finance options

We see a marked aversion to debt among Czech MSE
owners. In our data, around 2 in 5 entrepreneurs do not
think that a business loan is for someone like them. This
is expected, with age a major factor here, as generations
born and raised in the post-communist era are much more
likely to be comfortable with the idea of debt. Our analysis
supports this hypothesis, over half of entrepreneurs between
55-64 do not think a business loan is for them, compared
to only 30% of those between 18-34.

The overall aversion to debt is also reflected in uptake.
Just over a quarter of entrepreneurs have attempted
to access any form of private financing in the past three years.
We observe some regional differences here as well, with over
30% of entrepreneurs in Prague having attempted to access
credit or loans, compared to 21% across Central Bohemian
and South Moravian regions (the second most represented
regions in the dataset).

Figure 20: Access to private finance
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Perhaps expectedly, a slightly higher proportion, around
3in 10, attempted to access government financing options
during the same period. This is likely because government
financing options typically are supplementary or ex-post
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Over 3in 5 of those not attempting to access financing prefer
to remain debt-free, and again, nearly half of those over
the age of 55 cite this as their primary reason. Otherwise,
respondents across our sample talk about the financial
burden of loans as a concern, and perceive business debt
as an unnecessary cost to their work.

Business size is another key factor in uptake. Half of small
business owners have reported accessing formal private
financing in the past three years. They are also more likely
to obtain formal loans, as they typically fit eligibility criteria
better, and tend to have the collateral to qualify. They also
typically have a larger need for financing in order to address
needs such as working capital. On the contrary, only around
1 in 10 solopreneurs have attempted to access external
funding, with that share rising to 3 in 10 for micro businesses.

Figure 21: Access to government finance
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(i.e. as reimbursement of expenses already undertaken
on projects), and are not in the form of direct debt, resulting

in higher uptake than a private loan.
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There are interesting trends here - significantly fewer
solopreneurs have attempted to access government
financing compared to micro and small enterprises. This
is likely due to the more complex eligibility requirements
and minimum funding amounts associated with government
financing options that are often too cumbersome or large
for solopreneurs and micro-enterprises.

We also see a noticeable overlap here - about half of those
who applied for private credit also attempted to access
government financing options, suggesting that those
open to financing are willing to explore multiple avenues
to access it.

A lack of need is the most common reason given
by entrepreneurs who did not access external financing.
Interestingly, this is a more likely reason for those not
accessing private finance (71%), than with government
financing (65%), likely a function of the same aversion
to debt highlighted earlier. When taken in conjunction with
the prevalence of profitable solopreneurs with low revenues
and relatively high profits highlighted in our first section,
this overall aversion to accessing financing could be a factor

Figure 22: Access to private finance by gender
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of enterprises with little desire to grow, especially considering
the additional risk and responsibility that said growth
could bring.

Regionally, again, we observe small differences with
businesses based in Prague and the rest of Czechia.
31% of MSEs in Prague have accessed private loans
in the past three years, compared to 25% of MSEs in all other
regions. It is noteworthy that this difference does not appear
when we look at access to government finance. This is likely
resulting from the higher awareness of private financing
options reported by respondents in the capital city of Prague
(45%), relative to the rest of the country (40%).

Interestingly, as seen in Figure 22, there is no significant
gender disparity in attempts to access private financing,
with similar proportions of male and female entrepreneurs
(27% vs. 23%). The disparity appears when we look
at attempts to access government support, where only
a quarter of women-led businesses have attempted
to source government financing, compared to around a third
of businesses led by men (see Figure 23).

Figure 23: Access to government finance by gender
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Case study 2

Originally  having studied architecture, Jana
transitioned to a career in graphic design and now
lives in Prague with her partner. She has spent the last
six years operating her own business, previously having
worked for graphic studios and advertising agencies.
“Now [ only work for myself," she states, collaborating
with clients on branding, visualizations, and marketing
campaigns. Despite the challenges of running
her own business, Jana appreciates the flexibility
of being her own boss. However, operating a B2C model
as a solopreneur means she often faces tight delivery
deadlines from clients. She notes the irony of having
the freedom to take vacations but often finding
herself working weekends and unable to travel.

Jana expresses a cautious approach to financing,
preferring to avoid loans which she views as potentially
unstable or reckless. “It seems suitable only for those
at the beginning of their entrepreneurial path,” she
remarks. Working from home as a subcontractor
helps her control costs, which mainly involve software
expenses. While she might consider a loan to expand
and hire additional staff, this is not currently in her
plans.

Direct interactions with banks serve as Jana's primary
source for financial information, and she appreciates
the private financing options available as a safety net,
as advised by her financial advisor.
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She criticizes the Czech government for offering no
appealing incentives for small business owners like
herself. “The government doesn't offer me anything,
and this year costs have worsened for business owners,”
Jana laments, highlighting the challenges posed
by high inflation and increasing taxes. As a solopreneur,
she feels the pressure of rising costs without
the leeway to increase client charges proportionally.

The only external aid Jana has pursued and received
is COVID relief funds designated for small businesses.
“I don't feel substantial enough to attract investors,”
she admits. She and her partner are contemplating
a move within the European Union to a country with
a better support ecosystem, which she believes might
also enhance her earning potential.

Jana's experience mirrors that of many solopreneurs
in Czechia, who are striving to sustain their businesses
amid escalating costs. Extending support beyond
direct financial assistance, such as fostering
networking opportunities for women and showcasing
role models to help them visualize growth pathways
could significantly bolster their efforts in running
successful enterprises.
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Challenging to obtain, a burden to repay, but impactful nonetheless

Entrepreneurs looking to access private financing have
predominantly done this through formal banking channels.
We see that nearly three quarters of those seeking private
finance go to banks, and around a quarter approach formal,
non-banking financial institutions (as seen in Figure 24).

Of those that applied to formal finance, 2 in 5 were looking
for working capital and 3 in 10 looked for an overdraft,
suggesting primary drivers were a need to cover expenses and

Figure 24: Sources of private finance
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secure operational funding. Investing in growth is a tertiary
reason, with only around a quarter citing this as a reason.
As highlighted earlier, growth has not been a priority
of the MSE sector in recent years, with the economy
contracting in 2023, along with EU MSEs overall suffering
in the aftermath of the pandemic. In such an environment,
it is unsurprising that stability was prioritized over growth,
informing this trend of seeking finances to fund operations
and expenditures, as opposed to expansion and scale.
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Looking deeper, we find no significant gender disparity in attempting to access external private financing, but age
and business size play a role. Younger entrepreneurs are significantly more likely to have attempted accessing private
financing compared to their older counterparts (see Figure 25). We observe similar trends when we take a closer look
at the age of businesses (Figure 26). Entrepreneurs running businesses that are 6 years or younger are more likely to have
accessed external financing in the last three years. This mirrors findings on aversion to debt, and is likely rooted in sociocultural
trends that make older entrepreneurs, and more broadly older generations, in Czechia more risk averse.

Figure 25: Access to private finance by age group
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Figure 26: Access to private finance by age of business
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Figure 27: Access to private fnance by business size
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Figure 28: Access to private finance by turnover
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Business size and turnover do have an impact on attempts to access private financing (Figures 27 and 28). The scale
of operation of enterprises is often drastically different, and (relatively) larger MSEs may need to rely on external financing
to fund both operating costs and expansion. The data supports this hypothesis; over half of all small businesses have
attempted to access private financing, compared to over 1 in 10 solopreneurs. Turnover shows the same story, businesses
with revenues under CZK 1.25 million are less likely to have applied for loans than those over that revenue bracket.

Understanding success rates and challenges with accessing external finance

The entrepreneurs who did attempt to access finance report
avariety of challenges. This ranges from high interest rates to
inadequate loan sizes and stringent collateral requirements.
Al these challenges underline a similar throughline,
a difficulty in matching financing needs and ability
with available products.

Encouragingly, despite these challenges, over 2 in 3 of those
who applied for formal financing were successful in their
applications. Among those successful, a majority received
the full amount they applied for, but around 1 in 10 received
a smaller loan. Entrepreneurs who applied for loans
forcapitalinvestmentinthebusinessweremostlikelytoreceive
the same amount they had applied for, followed by those who
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were seeking support for digitization. On the other hand,
albeit with a smaller sample size, we see that entrepreneurs
applying for loans for working capital or inventory tend
to receive a smaller loan than they applied for.

Worryingly, most entrepreneurs whose loan applications
were rejected mostly report being unaware of any specific
reason for rejection. This opacity can prevent entrepreneurs
from reapplying, being unsure of previous reasons
for rejection preventing them from understanding how
toimprove their likelihood of being approvedinthe future. This
also signals the need for more transparent communication
and feedback, in order to avoid discouraging MSEs
from seeking external financial support.
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Of the ones that did share reasons for rejection, insufficiency
of business income, and their performance as mentioned
in SOLUS were the top reported reasons.” While these
are specific reasons, a few also reported broader lender
unwillingness, again, highlighting the need for transparency
through the process.

Interestingly, over 1 in 10 of respondents who were
unsuccessful in their loan application over the past three
years report that their business's ability to pay bills
has significantly decreased in the past year, versus only
1% of those that succeeded. Similarly, 55% of loan recipients
report slight or significant increases in revenue, versus only
a quarter of those who were unsuccessful, and 35% of those
who have not attempted to access loans in the last three
years. It is perhaps unlikely that accessing the loan was
the sole driver of these differences, as business health plays
into the success of loan applications. However, the difference

SEPTEMBER 2024

between loan recipients and those not even attempting
to access private finance, suggests that access to external
capital has indeed had some impact on business health.

Despite this, satisfaction levels are mixed. 16% of loan
recipients regret taking aloan, and an overwhelming majority
view their loans as a burden, a trend that holds across
all segments. Interestingly, men-led businesses are more likely
to report regret (18% vs 10% of women-led businesses).
Age is also relevant here, with younger entrepreneurs less
likely than older entrepreneurs to regret taking on loans
(24% of those below 34, vs 42% of those 35-54
and 32% above 55 years).

3 in 10 businesses have even taken on additional debt
to repay business loans, suggesting significant financial
pressure associated with debt.

Access to government financing: a similar story, with some caveats

Within government financing, grants or subsidies are the most common form of support sought. Of the enterprises
that sought to access government financing, most looked to access moderate amounts, with the largest share between
CZK 500,000 and 1 million (22%), followed by 250,000 and 500,000 (21%), as seen in Figure 29. Overall, 85% had looked

to access amounts under CZK 1 million.

Figure 29: Amount of government loan accessed
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“7SOLUS is a credit information system in Czechia that collects and provides data on consumer debt, payment behavior, and creditworthiness to assist lenders and creditors in making informed

decisions about granting credit.
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However, accessing these funds is also fraught with unique
challenges, ranging from complex application procedures,
stringent eligibility criteria, and long approval timelines.
These barriers seem to deter entrepreneurs, especially those
who may not have the resources or knowledge to navigate
the complex bureaucratic processes. Despite the obstacles,
the success rate for accessing government financing
is relatively high at 70%, suggesting that those who manage
to navigate the application process often succeed
in obtaining funds.

Figure 30: Application Rrates for government
funding by age
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When taken in conjunction with the reported barriers, younger entrepreneurs and larger businesses might be better placed
to access current forms of government support, either due to higher eligibility, or better capabilities to manage

the complexities of application.
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Much like with private financing, age and business size
are linked to the likelihood of attempting to access
government support (see Figures 30 and 31). Younger
entrepreneurs (18-34 years) are more active in seeking
out these opportunities, with 46% attempting to access
government support in the last three years, compared to only
31% and 19% in the 35-54 and above 54 years age groups,
respectively. Small enterprises (10-49 employees) are also
significantly more likely to have tried to access government
financing (66%), compared to micro (38%) and solo (14%)
enterprises.

Figure 31: Application rates for government
funding by business size
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Case study 3

Petr, who lives in KroméFiz with his wife and three
children, heads a profitable real estate business
based in Prague. An avid traveler, he has explored
147 countries and meticulously plans his vacations
six months in advance to manage his professional
responsibilities. His company employs over 45 people,
offering comprehensive services for those interested
in buying land or homes in the area.

The business generates more than CZK 260 million in
turnover. “A lot of our financing comes from our profits,”
Petr explains, noting that he also utilizes bank loans
and receives financial support from Czech government
and European Union programs. Having a financial
advisor has enabled Petr to effectively navigate
his financing options and maintain a strong record
of repaying loans on time.

“We have looked into government loans, but there
is a lot of bureaucracy involved,” Petr reveals.
He contrasts the lengthy government process,
which can take between six months to 18 months,
with the quicker response from banks, typically within
a week. “Being ‘good customers of the bank’ helps
us leverage our relationship and track record for better
loan terms,” he adds.
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Petr observes that the Czech government tends
to favor certain sectors, excluding real estate. When
funding is accessible, it is often less than what
is applied for, and stringent checks ensure proper use
of funds, adding complications for SMEs.

“It's hard for small businesses,” Petr shares, suggesting
that hiring additional staff to seek out resources can
mitigate the effort required to secure capital. “/ don’t
think small businesses know that the resources exist,”
he states, adding, “The government has information
about resources available, but I'm not sure it always
gets to the right people.”

Petr's experience of challenges accessing government
capital as a small business (relatively larger than
solopreneurs and micro enterprises) showcases
how this process can be more cumbersome
for entrepreneurs who do not have the necessary
resources at their disposal, i.e. time and additional
staff to assist. This also highlights the necessity
for improved communication and support structures
to assist small businesses in accessing and utilizing
financial resources effectively.
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Looking to the future

When asked about future plans, these entrepreneurs show
a continuation of their somewhat conservative stance,
with nearly three in five having no plans to pursue external
finance in the next year. These numbers are comparable
to the behavior of MSEs we see in other countries as well,
for example, only a third of SMEs reported considering
external financing in the coming year in the latest UK SME
Finance Survey.*®

A significantly higher proportion of female entrepreneurs
report not looking to secure external financing, when
compared to men (68% vs 50%). Among those that do plan
to access external financing, 1 in 5 plan to apply for loans
while only 1 in 10 are considering government sources. More
men (22%) report looking to access loans when compared
to women (19%). Equity capital sources also appear

Figure: 32: Top reasons for external financing

Investment in digitization

Capital investment into the
business e.g. buying new

Investory and other working
capital

Developing and launching of
new products or services

Hiring and training of employees

Refinancing or paying off
obligations

To deal with aftermath of
COVID-19 pandemic

1
10%

0%

Conversely, the reluctance to seek external financing is
driven by several factors. Around a quarter of entrepreneurs
continue to express no need for additional debt
or loans, preferring to operate within their current means.
An additional 1 in 5 specifically report a desire to maintain
financial independence and control over their business
finances, indicating a deep-rooted socio-cultural trend
to value autonomy over external support. Other prevalent
themes in responses reinforce this trend, be it an aversion
torisk, a preference for non-debt financial options, orevenjust
a broader tendency towards simple financial management
that avoids reliance on external funding sources.

“8 UK SME Finance Survey, 2024
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on the radar of around 1 in 10 entrepreneurs, suggesting
a growing interest in alternative financing options that may
offer freedom from debt without the complexities of applying
for government schemes.

Main motivations for MSEs looking to access financing
center around strategic business growth and operational
efficiency (see Figure 32). Primary reasons include
investment in digitization (31%), capital investments into
the business (29%), and enhancing inventory or other
working capital (24%).

This also reflects a targeted approach to financing, with MSE
owners seeking funds for specific, potentially high-impact
areas within their business.

1 1 1
20% 30% 40%

These responsesillustrate a cautious financial outlook among
these MSE owners that prioritizes stability and independence
over the potential upsides of growth strategies.

This landscape paints a picture of a community that, while
cognizant of the benefits of external funds for specific
strategic initiatives, largely values financial prudence
and independence. As the business environment evolves,
understanding these preferences and concerns is crucial
for financial institutions and policymakers that aim
to promote the sustainable growth of MSEs in Czechia.
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In this report, we have seen a story of stable, moderately profitable businesses, a glimpse of the rich variety
of experiences lived by entrepreneurs, and uncovered the nuanced dynamics of financing among these micro
and small enterprises. Our examination of the relationship of these enterprises with external financing reveals
a complex picture of caution, strategic intent, and evolving needs.

So, what have we learnt?

We see that a majority of businesses report stability,
with financial worries not playing alarge partinthe lives
of entrepreneurs. Yet, work-life balance is somewhat
fraught, especially for women and entrepreneurs
with  dependent children, who worry more
and take less time off. We think this highlights a need
for support systems that not only address financial
access but also promote well-being, ensuring
entrepreneurs can sustain their business efforts
without compromising their health and personal time.

When it comes to external financing, we have
demonstrated significant gaps and disparities
with awareness and a marked conservatism that limits
engagement. Both of these trends are influenced
by a range of factors, most commonly age, but we
see that educational backgrounds impact awareness,
while business size impacts financial appetites.

Our deep dive into private and government financing
reveals a landscape riddled with challenges,
but punctuated by successes. There is cause
for cautious optimism; businesses are stable, though
reluctant to engage deeply with external financing
due to a preference for financial independence
and a widespread aversion to debt. While some

entrepreneurs have navigated the complexities
of securing financing, a notable portion
of entrepreneurs plan to continue avoiding

external financing altogether, prioritizing internal
funds and operational cash flow to support their
activities. And yet, of the ones that will look
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for external financing, the reasons cited - be they
investments in digitization, capital improvements,
and working capital enhancement - reflect a deliberate
and strategic approach to business growth.

Throughout this report, the pervasive sentiment we
find is caution. Caution around debt, risk aversion,
and a preference to take the practical approach. Age
is a major factor here, suggesting younger generations
are more open to exploring external financing options.

It is true that entrepreneurs do not report an urgent
need for external finance, and a majority view
it as a burden. And yet, these businesses, especially
women-led businesses, also report low financial
resilience, with little to no runway. At the same time,
trendsinthe data suggest a positive impact of external
finance, underscoring its importance for businesses.
Keeping in mind this impact and its contrast
to the overall reluctance around external financing,
we find a need for enhanced financial awareness,
simpler routes to accessing finance, and flexibility
in the design of financial products and schemes.

For policymakers and financial institutions, the insights
gathered here should serve as a guide to developing
more accessible, relevant, and supportive financing
mechanisms that align with the needs and values
of Czech entrepreneurs. This will be key to fostering
an environment where MSEs not only survive
but thrive.
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5 recommendations for collective action

Inthe nearterm,andtobetter supportthe growth and sustainability of these MSEs, we propose the following recommendations
for action, be it from governmental or private institutions:

1.

There needs to be more focus on building awareness of external financing options, and to highlight the impact they
can have on business heath: Develop targeted communication initiatives to bridge the significant awareness gaps
identified, particularly among women, older entrepreneurs and those with lower educational levels. Most entrepreneurs
are focused on the risk of financing, and seem to see little upside. But the upside is there, and it is important to bring that
to the forefront.

Simultaneously, entry barriers to both private financing and government support need to be lowered, be it through
simpler application processes or increased transparency: Streamlining the application processes for both, but especially
government financing is essential, along with providing relevant support to entrepreneurs to navigate application
processes. Reducing complexity and improving transparency, combined with pushes for awareness could open this universe
up to many more MSEs, particularly the younger ones, that might otherwise forgo available funding opportunities.
Considering that 70% of those who successfully navigate the application for government receive funds, this support
could unlock a large amount of capital for Czech MSEs.

Meanwhile, we must be more targeted in our design of financial products for enterprises, especially those owned by
women: There is a disconnect between the types of financing products available, and the specific needs and abilities
of many of the businesses surveyed. This is especially relevant for unlocking the potential of women-led businesses, where
designing custom financial products considering gender as a key factor can help unlock increased financial resilience
and improve business performance overall. Overall, be it flexible repayment terms, lower interest rates, or financial
products designed for specific business goals such as digitization or working capital expansion, customization can
help. Just as an example, supporting investment in digitization (a top reason for seeking finance) can enhance business
efficiency and competitiveness.

Build entrepreneurial communities that can help each other, especially for women business owners: Some
segments show markedly different experiences to others, and this is rich knowledge that we can tap into. Specifically
for women, investing further into the development of entrepreneur networks and mentoring support, can create spaces
where women business owners can share experiences, receive advice, and most importantly, access resources related
to financing. Taken together, we believe this has the potential to be particularly powerful in demystifying the world
of external financing.

At the same time, we must recognize prevailing cultural sentiments and create more non-debt options: Be it government
grants and subsidies, or equity financing and crowdfunding, there are a wide universe of non-debt financing options
available today. These are associated with the lowest awareness levels, yet they offer the potential to provide funding
without the burdens of traditional debt. These options are especially crucial to help risk-averse entrepreneurs access
capital, and merit targeted focus.
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Annexes

Survey script

la.

Question

Do you own or operate a small
business? (by small business we
mean a business with 49 or fewer
employees).

Excluding yourself, how many
employees does your business
currently have?

Is this business your primary
source of income?

Is the business a family-owned
business?

Definition: A family-owned business

is a business in which at least

two members of the same family
participate with their work or property,
e.g. husband and wife, parents and
children, siblings, etc.

Who runs this business?

Would you mind sharing the age of
the business-owner with me?

Which model best describes your
business? Select all that apply.

Can you specify in which sector
your business operates in?

How many years has your business
been in operation?

Can you share the approximate
annual revenue of your business
in 2023?
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. Asked
Answer Options before?
Yes, | own a small business with 49 or fewer employees
Yes, | manage a business with 49 or fewer employees
Yes, | am a sole business owner (sole trader) - | am the owner and only employee of this No
business
No
1 employee 2-9 employees 10-49 employees Yes
Micro Micro Small
Yes, this is my primary and only source of income
Yes, but | am also gainfully employed elsewhere N
o
No, | am gainfully employed elsewhere, and that job is my primary source of income
Other. Please specify:
Yes No Don't know Yes
or can't say
A woman (or A man Both (a man and a Other arrangement. Y
women) (or men) woman) Please specify. £
a.under 18 b. 18-24 years c. 25-34 years
Yes
d. 35-44 years e. 45-54 years f. 55-64 years g. Above 64
a. business-to-business b. business-to- c. Other. Please specify v
(b2b) consumer (b2c) ()
Manufacturing Wholesale/retail Services (eg., e e
consulting, ICT) and recreation
Construction, o Transportation,
carpentry restaurants logistics
Real estate Finance and Agriculture i pleose
insurance specify.
Less than Lyl 7 to 12 years 13 to 19 years >19 years Yes
ayear years
Less than CZK 250,000
CZK 250,000 to CZK 1.25 million
CZK 1.25 million to CZK 2.5 million
CZK 2.5 million to CZK 6.25 million
CZK 6.25 million to CZK 12.5 million No
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. q Asked
Question Answer Options before?
9 Can you share the approximate Not profitable
d annual profits of your business Less than CZK 25,000
in 2023?
CZK 25,000 to CZK 125,000
CZK 125,000 to CZK 250,000
CZK 250,000 to CZK 625,000 No
CZK 625,000 to CZK 1.25 million
CZK 1.25 million to CZK 2.5 million
> CZK 2.5 million
Not willing to share
Don't know
10. How much of the business'
investment budget did you
allocate for digitization (hardware, less than 1% 1-5% 6-10% more than 10% No
software, services) in 2023?
11. How much of the business'
investment budget have
you allocated to digitization less than 1% 1-5% 6-10% more than 10% No
(hardware, software, services)
in 20242
12. Where is your business located? Central Bohemian South Bohemian ]
Prague R Region Plzeri Region
Karlovy Vary  Ustinad Labem  Liberec Region Hradec Krélové Pardubice Yes
Region Region Region Region
Vysoc&ina South Moravian Olomouc . . Moravian-Silesian
. . . Zlin Region .
Region Region Region Region
13. On a scale of 1-5, 1 being ‘very
poor' and 5 being ‘very good', rate
your awareness of the following
types of financial support
a. Bank loans
b. Loans from non-bank and non- 1 - Very poor 2 3 4 5 - Very good No
state institutions
c. State/Government loans,
guarantees, subsidies
d. Equity capital inputs/investments
(e.g. venture capital, angel investor)
e. Crowdfunding
14 When looking for business . . b. Official government
: . . a. Print media: - .
financing, where do you go for or EU websites - foreg.  ¢. Search engines d. From other
) . ! . Newspaper, trade . . .
information about financing - Chamber of Commerce  and social media business owners
magazines, etc. .
options? website
No
. e. D'ire.ctly from £ None g. Others,. please h. Don"t know/
financial institutions specify Can't say
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Question

To what extent do you agree

or disagree with the following
statement "a business loan is for
someone like me"?

15.

Have you tried to access a loan or
credit for your enterprise in the
last 3 years?

16.

17. Why did you not try to access

credit or loans? (Select all that
apply)

What was the source of the credit

18.
or loans? (Select all that apply)

What was the last type of credit/
loan accessed?

18a.

What was the last type of What
was the purpose of accessing the

19.

credit or loan? (Select all that
apply)

20.  What were the top 3 challenges
(if any) during the application

process?
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Answer Options

Strongly Somewhat Neither agree
disagree disagree nor disagree
Yes

a. | was previously rejected for a loan / credit

b. | did not know where to get it

c. I did not think | am eligible

d. | did not need it

e. | was worried it would become a financial burden
f. | perceive it as an unnecessary cost

g. | prefer to be debt free

h. Others, please specify

a. From o ',:rom, non- c. Capital inputs/
banking financial .
a bank 2 investments
institutions

Credit card loan

SEPTEMBER 2024

Asked
before?
Somewhat
N
E Strongly agree o
No No
No

e. Much lower
(26%-50%

d. From family,

Overdraft (extension of credit from the financial institution that is granted when an

account reaches zero)

Revolving debt/line of credit (a preset borrowing limit that can be tapped into at any

time)

Working capital loan (a loan that is taken to finance
a company's everyday operations)

Investment loan (money lent to finance a project)

Others, please specify

Capital investment into the business e.g. buying new machinery or equipment

Investment in digitization

Inventory and other working capital

Hiring and training of employees

Developing and launching of new products or services
To deal with aftermath of COVID-19 pandemic
Refinancing or paying off obligations

Others, please specify

Lender willingness

The business didn't meet the qualification criteria
Interest rate and terms were prohibitive
Collateral requirements

Documentation and regulatory compliances

Size of loan
| didn't face any challenge

Others, please specify
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. . Asked
Question Answer Options before?
21. Select the amount of the last Up to CZK 50,000
loan or credit you tried to access, CZK'50,001 to CZK 100,000
irrespective of whether you were CZK 100,001 to CZK 250,000
successful or not? (in CZK) CZK 250,001 to CZK 500,000
CZK 500,001 to CZK 1 million
CZK 1 million to CZK 2.5 million No
CZK 2.5 million to CZK 5 million
CZK 5 million to CZK 10 million
CZK 10 million to CZK 25 million
> CZK 25 million
22. Were you successful in your recent
application? Yes No No
23 Was the amount of loan or credit
’ ; . Much higher Much lower
d higher, | th ; ; i
You received hig ef .O\.Ner or .e (26-50% Slightly h-lgher Same amount Slightly lower (26%-50% No
same as what you initially applied higher) (0-25% higher) (0-25% lower) lower)
for?
24 To what extent do you agree
or disagree with the following 5 | : . Neith . bt - |
statement “taking out a business jcrong y omew at eit er agree omewna rongy No
disagree disagree nor disagree agree agree
loan is something | regret”?
25. Thinking about your business loan
or credit repayments, are they
a heavy burden, somewhat of Heavy burden Somewhat of a burden Not a problem No
a burden, or not a problem?
26. Have you ever taken out another
loan to help make your recent Yes No No

business loan repayments?

27. What do you think were the
reasons your application was not " No
successful?

728,  Haveyou tried to access
government-supported financing
options in the last 3 years?
(including government loans, credit Yes No No
guarantees, support schemes for
MSEs, EU funding/subsidy)

280, Whydid you not consider this I was previously rejected for a government loan/grant/subsidy
option? (Select all that apply) I did not need it
| do not know where to get it
| did not meet the criteria for eligibility
The call was open for a very short period No

The amount of funding provided did not meet my requirements
(too much/too little)

| didn't face any challenge

Others, please specify
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Question Answer Options

29 What type of government-support GovernmentAgront or subsidy (for eg:
’ vy apsted Gertn i lesk Government loan startup and innovation grants, small

business support programs, etc)
years?

Credit Guarantee Others, please specify.
30 What were the top 3 challenges Complex application procedures
(if any) during the qpplicgtion Stringent ellglblllty criteria
process? Long approval timelines
Limited funding availability

Competition with established market players

Uncertainty and risk (unsure about whether this is the right option for your enterprise, risk
in sharing information about business to a wider audience, etc.)

Requirement of co-financing from other sources (e.g. commercial loan, savings etc.)

Requirement of financing the project from own sources and only receiving the government
support ex post

| didn't face any challenges

Others, please specify

31. What was the amount of capital Up to CZK 50,000

you tried to access through this CZK 50,001 to CZK 100,000

government-support, irrespective CZK 100,001 to CZK 250,000

of whether you were successful or

not? (in CZK) CZK 250,001 to CZK 500,000
CZK 500,001 to CZK 1 million
CZK 1 million to CZK 2.5 million
CZK 2.5 million to CZK 5 million
CZK 5 million to CZK 10 million

CZK 10 million to CZK 25 million

> CZK 25 million
32 Were you successful in your
’ o Yes No
application?
32qa.  Ifyou were not successful, what do
you think were the reasons? "

33. How do you source information . ) Official government or EU Search enines and
related to MSE-support being Print media: Newspaper, websites - for eg. Chamber of social rgnedid
provided through the EU and trade magazines, etc. Commerce website
Czech government?

From other None Others, please Don't know/
business owners specify Can't say

34, Which of the following types Bank loans
of finance are you considering Loans from non-bank and non-state institutions
accessing in the next 12 months? Equity capital inputs/investments (e.g. venture capital, angel investor)

Crowdfunding

Others, please specify

Not looking to secure any external finance in the next 12 months

34qa.  Whyare you not looking to secure
any financing in the next 12 "
months?
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35.

36.

37.

38.

39.

40.

41.

Question

What are the main reasons for
considering/seeking financing
for your business in the next 12
months?

Imagine your business stopped
generating revenue. How many
months could you cover normal
operating expenses with the
savings/reserves you have?

Imagine tomorrow that your
business has an unexpected
emergency and needs to come

up with 51,000 Czech Koruna
within the next month. How easy
or difficult would it be to come up
with this money?

What would be your primary
option for coming up with the
money?

How much time did you take

off from running/managing the
business - for example to spend
time with family, take a vacation
abroad, for leisure activities, etc.
- in the last 12 months? please do
not include weekends and public
holidays

How much time are you
comfortable taking off in the next
12 months - for example to spend
time with family, toke a vacation
abroad, for leisure activities, etc.?

How often do you tend to worry
about your business finances?
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Answer Options

Capital investment into the business e.g. buying new machinery or equipment
Investment in digitization

Inventory and other working capital

Hiring and training of employees

Developing and launching of new products or services

To deal with aftermath of COVID-19 pandemic

Refinancing or paying off obligations

Others, please specify

# of months: No cash reserves

Neither difficult
nor easy

Somewhat easy Very easy

Very difficult  Somewhat difficult

Not be able to come up with the funds

Used money that you had been saving

Money from sales

Borrow money from a financial institution

Borrow money from a friend

Sell an asset

Borrow money from a money lender

Use existing line of credit (e.g. credit card, overdraft)

Do something else (please specify)

Did not take time

<2 weeks 2-4 weeks >4 weeks

off
<2 weeks 2-4 weeks >4 weeks B nototfc;ke time
. A couple of  Don't spend QA
Daily Once aweek Onceamonth . A . please
times ayear time on this X
specify
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. . Asked
Question Answer Options before?
42. Over the last 12 months, have the
following changed?
a. ...revenue from business?
b. ...your business' ability to pay bills
on time? i Vi h
Very much . . Slightly ery muc
No ch No
c. ...your ability to secure necessary increased Slglnyaeeeea o change decreased decreased
financial resources for your
business?
d. ..the amount of time you spend
worrying about your finances?
43. What is the highest level of Lc-.:lss thana hlgh SChO?I diploma
education you have completed? High school without diploma
High school with diploma No
Professional tertiary or higher education degree
Prefer not to say.
Lty Are you willing to share the
number of people who live in your Yes No No
household?
How many dependent children live
45. . v dep # No. of children: No
in your household?
What is their age? Select all that
45a. 9 0-3 4-6 7-12 13-17 No

apply

45bh.  Including yourself, how many
people in your household aged 18
years or older contribute to the # No. of persons No
household expenses/budget?
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Quotes
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Reasons entrepreneurs think they were unsuccessful in accessing private financing

“l didn't meet the income requirements.” — Male solopreneur,
45-54 years

“Meeting therequirementswas notrealistic, the requirements
of the bank on internal workings and subsequent monthly
reports is challenging, and any reduction in turnover the
bank considers a negative while assessing the company.”
- Male small business owner

“No financial institution on the market understands turnover
vs. earnings - [We have a] big turnover, but official numbers
are small orin the negative." - Male solopreneur, 35-44 years

“Reluctance on behalf of the bank to extend additional
credit on top of existing loans - mortgage and one existing
consumer loan." - Female micro business owner, 45-54 years

“My age.” — Male micro business owner, above 64 years

"Records in SOLUS (a central record for lenders to see
if an applicantis able to pay their debts).” — Male solopreneur,
35-44 years

“Distrust, [company has been active for] only a few years
on the market, unsure future." - Male small business owner
with a business less than 6 years old

Reasons entrepreneurs think they were unsuccessful in accessing government financing
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“Business did not meet the criteria.” - Male small business
owner, 45-54 years

“We chose the wrong company to help us with the paperwork.
The application wasn't prepared in the best way." - Female
micro entrepreneur, 25-34 years

“Non-delivery of the necessary documents, complexity.”
- Male micro entrepreneur

"Weabandonedtheprocessduetothestrictnessofthecriteria,
the uncertainty of the acquisition and the long-time lag."
- Micro entrepreneur

“The government doesn't offer me anything, and this
year costs have worsened for business owners.” - Female
solopreneur, 25-34 years

“Not enough business turnover and business finances were
also too little for it." — Male micro entrepreneur, 25-34 years
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“Not enough business turnover and business finances were also too little for it." - Male micro entrepreneur, 25-34 years
“[I have] a small business. Cards [are] dealt to big players..." — Male solopreneur, above 64 years

“[The process was] non-transparent, they didn't select any of the companies we applied with. They even took the liberty
of determining what was creative and uncreative..." - Male micro entrepreneur, 25-34 years

Reasons entrepreneurs are not looking to access finance in the future

“l don't expect or plan any investments or large growth which | couldn't finance myself, | don't want debts." - Woman
solopreneur, 35-44 years

“l don't think that we need it. Things are going fine without loans or grants.” - Male micro entrepreneur, 25-34 years

“At the moment, requirements for doing business are worse than in previous years and | worry about future developments,
so | don't want any debts.” — Business owned by both a man and woman, 45-54 years

“Doing business in Czechia is extremely uncertain." — Male micro business owner, 55-64 years

“My revenues are dependent on sales and therefore unstable, | don't want to get into debt and have a problem
with repayment.” — Business owned by both a man and woman, 35-44 years
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This work would not have been possible without the generous support of Mastercard Center for Inclusive Growth
and collaboration with CARE Czechia and CARE International. We are also indebted to all partners who have supported
the Barometer and this process, from beginning to end. Most importantly, to all the respondents who took part in our surveys
- we thank you for your time, your honest feedback, and your insightful comments. Without you, this report would not exist.
We have done our best to represent your voices here, in the hope that we collectively learn from the results and positive
change will result.
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