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Abstract
The sustainability of small and medium-sized enterprises depends critically on their

access to appropriately designed credit products. As financial systems undergo rapid digital
transformation, banks are compelled to rethink traditional lending models for small businesses
characterized by information opacity, limited collateral, and volatile cash flows. This article
examines how banking institutions adapt credit product strategies for SMEs through
technological innovation, advanced risk analytics, and redesigned business models. Drawing on
international empirical evidence and selected data from Uzbekistan’s banking sector, the study
highlights the growing role of data-driven credit assessment, fintech collaboration, and
regulatory support in expanding SME financial inclusion. The findings demonstrate that adaptive
credit strategies not only mitigate risk but also contribute to employment growth, productivity
enhancement, and macro-financial stability.
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Small and medium-sized enterprises form the backbone of modern economies,
accounting for more than half of global employment and approximately 40 percent of GDP in
emerging markets. Despite their economic importance, SMEs consistently face structural barriers
in accessing formal bank credit. Traditional banking models, which rely heavily on audited
financial statements and tangible collateral, are poorly aligned with the operational realities of
small businesses. As a result, credit rationing remains pervasive, particularly in developing and
transition economies.

In response, banks are increasingly adapting their credit product strategies by
incorporating digital technologies, alternative data, and flexible lending structures. These
adaptations reflect a broader shift from asset-based lending toward information-based lending,
where data analytics and platform-based models play a central role. This article explores how
such strategic adaptations are reshaping SME finance, with particular attention to emerging
market contexts and the evolving financial ecosystem in Uzbekistan.

SMEs exhibit heterogeneous risk profiles, irregular income streams, and limited
disclosure capacity. Empirical banking studies show that default probabilities for SMEs are
systematically higher than those of large firms, not necessarily due to weaker fundamentals but
because of information asymmetry. In Uzbekistan, for example, more than 60 percent of
registered SMEs operate without standardized financial reporting, complicating conventional
credit assessment processes.

Additionally, SMEs typically demand short-term, revolving, and high-frequency loans
to manage working capital needs. Such demand patterns increase transaction costs for banks and
reduce profitability under traditional branch-based lending models. These structural constraints
have historically discouraged banks from expanding SME credit portfolios, reinforcing reliance
on internal funds and informal finance.
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One of the most significant strategic shifts in SME lending involves the adoption of
advanced risk assessment technologies. Banks increasingly employ machine learning algorithms
to analyze transactional data, tax records, payment histories, and digital footprints. These tools
enable probabilistic credit scoring models that outperform traditional ratio-based methods in
predicting default risk.

In Uzbekistan, several commercial banks have introduced automated SME credit
scoring systems integrated with national tax and payment platforms. According to Central Bank
data, the average loan approval time for SME borrowers declined from ten working days in 2018
to less than forty-eight hours by 2024. This improvement reflects the operational efficiency gains
associated with digital underwriting and centralized data access.

The rise of fintech lenders has reshaped competitive dynamics in SME finance. Digital
platforms specializing in peer-to-peer lending, invoice financing, and supply-chain finance
provide faster and more flexible credit solutions. Rather than displacing banks entirely, these
platforms increasingly operate through partnerships, where banks supply funding while fintech
firms manage customer acquisition and risk analytics.

In Uzbekistan, fintech-enabled lending expanded rapidly after 2020, particularly
through invoice discounting platforms supporting small manufacturers and traders. By 2023,
fintech-related SME lending accounted for approximately 8 percent of total SME credit, a
notable increase from negligible levels five years earlier. This hybrid model reduces banks’
operational costs while expanding outreach to underserved firms.

Adaptive credit strategies also involve redesigning loan products to enhance resilience
during economic shocks. During the COVID-19 pandemic, Uzbek banks introduced grace
periods, credit restructuring programs, and state-backed guarantee schemes for SMEs. As a result,
the SME non-performing loan ratio remained below 5 percent in 2021, significantly lower than
during previous economic downturns.

Banks have also expanded secured micro-loans and credit-builder products aimed at
first-time borrowers. These instruments help SMEs establish formal credit histories, gradually
integrating them into the banking system.

The adaptation of bank credit products for small businesses represents a structural
transformation rather than a temporary adjustment. By integrating digital technologies, refining
risk assessment, and collaborating with fintech firms, banks can overcome traditional constraints
in SME lending. Evidence from Uzbekistan demonstrates that such adaptations enhance financial
inclusion while maintaining portfolio quality. Future policy efforts should focus on data
infrastructure, regulatory harmonization, and capacity building to ensure that adaptive credit
strategies contribute to sustainable economic development.
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