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Incorporation of private financing instruments due to

• the overall tendency of declining public budgetary funds

• the fact, that financial transfers from the central government to sub-national 
levels of government are often conditional; meaning that they can only be 

disbursed for specific purposes.

To stimulate existing and support the emergence of new 
endogenous potential depends on financial resources.

Public money can be used to attrackt private investment

to compensate market failure.
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Efficient public support mechanisms need to be tailored to local conditions and 
need to be simple and accessible.

The use of regional and local financial intermediaries and national programmes 
makes it possible to tailor financial instruments to the various financing 
traditions, thus providing additional leverage to programmes targeted toward 
the financing gap in early-stage SME financing. 

Problems of finance facing local economic development are to a 
large extent structural and require long-term solutions involving 
the public sector.

Guarantee instruments
that address SMEs with difficulties in getting bank loans. 

Micro-lending schemes
that provide start-ups with decisive assistance and loan guarantees.

There are several ‘gaps’ in the provision of financing, thus 
providing the public sector with considerable scope for action, 
either:

· by reducing the risk for private sector investors (e.g. through
guarantees), or 

· by using public sector funds to increase the supply of finance
(e. g. for micro credits) .
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Polish local guarantee scheme of the National Economic 
Bank

… is designed in response to the local economic environment, where micro-
firms predominate, and where job creation has been a priority for local 
authorities. 

… can be used by those companies which have none of the collateral 
demanded by the respective banks for granting a loan - founders of new 
enterprises as well as existing companies. 

… may guarantee up to 60% of the loan amount. 

Experience has shown that best results in SME financing are 
achieved when the public sector works with the markets and 

acts as a catalyst to encourage their development. 

Polish local guaranty scheme of the National Economic Bank BGK

Regional Level (16 Voivodships) 
BGK Guarantee Funds +

regional funding 
(public and capital market)

Commercial 
Banks 

Loans 

Local SME

National Level 
Bank – BGK

Guarantee Fund

Local 
Authorities (powiaty)

Local corporation
as financial intermediate

(board: BGK regional
and local authority)

Guarantees
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… for combining private with public and Structural Fund money in private-public 
partnership.

… for the sustainable use of Structural Fund money beyond 2006.

… for combining small loans with a comprehensive toolkit of accompanying 
business support measures tailored towards the individual needs of specific 
target groups (mentoring, experts, qualification, common infrastructure).

Public sector funds – Berlin‘s concept for a revolving micro 
credit fund

Fund Participants

Closed system
of aid

No annual 
parameters

No additional costs for 
the state

Investment and interest
payments on money in
periods of less demand

Assumption of 80% of the risk
of loss through EIF guarantees *

Risk minimization by 
maximizing the amount of

support

Sustained employment of EU
funds beyond promotional 

period

Raising of private credit resources,
donations of time and materials as

co-financing for EU funds

Fund

Constant availability
No budgetary stops

Complete offer
Financing and support

Coordinated and centrally 
managed consulting 

environment

Founders of new business enterprises



5

Advantages of a Fund Model

Combination of
public and private

resources

Securing returns for 
reuse over longer 

periods of time

Magnet function Savings function

FUND

Profit function Customer function

Investment and
interest payments

on money in periods
of less demand

Constant availability 
for all fund

beneficiaries for all of
their purposes

Fixing private funding from global finance markets to local physical net 
product! 

The overall goal should be to encourage private investors to provide the bulk of
the financing necessary for local economic development, and in so doing,
fulfilling goals of economic equity (small business creation, local hiring) and
social equity (greater home-ownership, education).

Challenges

Incorporate global private financing in local public and private action!

Both public debts of locally committed authorities and flexible private financing 
on a global scale can be made to be compatible within the framework of local 
private-public partnerships.
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Two interests, which make themselves compatible if instruments for the
tying of capital to an area, and a public framework-setting are present.

Conclusion

... sleeping in the same bed but dreaming different dreams ...

Public investors are 
interested in supporting 
the less favoured areas
- profit is not a priority

Private investors
pursue profit


