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Abstract

Small enterprises are the driving force of any economy, and the engine of economic
growth in both developed countries and countries in transition. One of the problems that
small enterprises and entrepreneurs face is the lack of financial resources, or difficult
access to them, for starting and financing the development of their entrepreneurial
venture.

The aim of the paper is to analyze the financing difficulties of small enterprises and
entrepreneurs in the Republic of Serbia. 167 enterprises were surveyed and their
responses were grouped into three groups depending on the size of an enterprise: small
enterprises and entrepreneurs, medium enterprises and large enterprises so that by
comparing the obtained results we could determine the differences in attitudes
depending on the size of an enterprise and prove that small enterprises have limited
access to financial resources.

The research investigated financing constraints, financial services and approved loan
conditions in relation to the size of an enterprise. The results showed statistically
significant differences between small, medium and large enterprises in the majority of
the observed parameters and that small enterprises and entrepreneurs have difficult
access to financial resources.

Key words: small enterprises and entrepreneurs, financing obstacles, financial
institutions, loan, risk.

OI'PAHUYEILA Y PUHAHCUPAIY MAJIUX ITPEAY3ERA
— EMIIMUPUJCKA AHAJIM3A Y PEITIYBJINIU CPBUJA

AncTpakT

Mana npenyseha mpencraBibajy MOKpEeTadyKy CHAry CBake EGKOHOMHje H MOTOp
MPUBPEHOT pacTa Kako y pa3BUjeHHM 3eMJbaMa Tako M Yy 3eMJbaMa Y TPaH3HUIIM]jH.

& This paper represents the part of research conducted within the frame of the doctoral
studies.
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Jeman ox mpobnema ca KOjuUM ce cyodaBajy Majia mpexyseha M mpemy3eTHHIH jecTe
HEZOCTaTaK (PUHAHCHjCKHUX CPE/ICTaBa MM OTEeXaH IPHCTYN (HMHAHCHjCKUM CPEACTBH-
Ma 32 OTIIOYHIbAE U (PUHAHCUPAHHE Pa3Boja CBOT MPEY3€THUYKOT MOIyXBaTa.

Lws pana je aHanmza mpoGrema y (GHHAHCHpamy ca KOjUMa ce Cyo4aBajy Maia
npenyseha u npexyzerauim y PenyOmmuy CpOuju. Y TOM KOHTEKCTY je CHpPOBEIECHO
aHKETHO ucruTHBame 167 mpenyseha, 4iju oIroBOpH Cy IPYIHCAHH Y 3aBHCHOCTH O]
BenMuMHE npenyseha y Tpu Tpyme: Mama npemy3eha M Ipemy3eTHUIH, Cpelmba
npenyseha u Benmka npexyseha kako Ou ce mopehemeM OOHjeHUX pe3ynTaTa youHie
pasNMKe y CTAaBOBMMA y 3aBHCHOCTH O]l BEIMYMHE npemyseha M Jokasano jga Mana
npenyseha nmajy oTexaH IPUCTYN (HHHAHCH]CKUM CPEICTBHMA.

HcrpaxkuBame ce 3acHMBA Ha OrpaHMYCHNMa y (DHMHAHCHpamy, (HUHAHCHjCKUM
yciiyrama U Of0OpeHMM KPEAWTHHUM YCIOBUMAa Y OJHOCY Ha BelnM4uHy mpemyseha.
PesynraTn HCTpakMBama Cy MHOKa3ald Aa IOCTOj¢ CTATHCTUYKU 3HA4ajHE DasiuKe
n3Mehy Malmx, cpeAlUX U BEIMKUX IMpexy3eha mo BehrHM MCIMTHBAHUX MapaMeTapa,
Kao W Ja Mana mpenyseha M Mpemy3eTHHIM WMajy OTEXKaH IMPUCTYI (HHAHCH]CKAM
CpeZICTBHMA.

KibyuHe peun: Mana npenyseha v npemy3eTHHIH, OrpaHUYeba Y pUHAHCHpaY,
(hMHAHCH]CKEe MHCTUTYIIN]E, KPEIHUT, PU3HK.

INTRODUCTION

The importance of small enterprises and entrepreneurs is not a new
phenomenon. This is indicated by the large presence of small enterprises
and entrepreneurs in the economies of developed countries and countries
in transition.

Regardless of the fact that a good business idea always finds a way
to money, the first problem that entrepreneurs and small enterprises face
are the funding sources.

According to Schumpeter, the biggest obstacle to innovation is the
lack of funds, where the banking system has an important task to meet the
needs for loans (Schumpeter, 2012, p. 114). Other studies (Stankovi¢, Dukié,
& Lepojevi¢, 2014, p. 1093; Drucker, 2001, p. 15), have confirmed the great
interdependence of business success and the level of investment in innovation
activities.

In the initial period of business, the most of small businesses use
their own sources of funding and resources from their family and friends.
When the need for funds overcomes internal capabilities, enterprises turn
to banks for additional resources.

The aim of the study is to prove that there are statistically significant
differences in the demand for financial services, financial constraints and
approved loan conditions in relation to the size of the enterprise.

With that aim, 167 enterprises were surveyed. The responses were
categorized into three groups depending on the size of an enterprise in order
to prove statistically significant differences in the responses of entrepreneurs
and small enterprises, medium and large enterprises.
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The results showed that all the differences in responses of small and
medium enterprises, as well as small and large enterprises, are statistically
significant and that finding the right funding is more difficult for small
enterprises and entrepreneurs in relation to medium and large enterprises.
The research results are important for a better understanding of the needs
and position of small enterprises and entrepreneurs, and thus may be useful
for improving their position.

THEORY AND HYPOTHESES

Most small enterprises and entrepreneurs start their business using
their own resources or savings with the help of their family or partners
(Casu, Girardone, & Molyneux, 2006, p. 60). When those resources are not
sufficient, an entrepreneur seeks credit funds (Kaplan, 2001, p. 138).
Contrary to entrenched attitudes, banks are not the most appropriate source of
funding in the initial period of business. Banks avoid risk and financing start-
up enterprises is risky.

Banks are interested in companies with a positive cash flow, low
leverage levels, good management and reliable financial statements (Van
Horne & Wachowicz, JR, 2007, p. 289; Hoflich, 2011, p. 91; Scarborough,
2012, p. 250; Down, 2010, str. 129).

For these reasons, banks are a good source of funding at the later
stage of an enterprise life cycle (Barringer & Ireland, 2010, p. 355).

In the early stage of business, the number of available financial
resources is small. Due to low creditworthiness and unreliable data on the
financial situation of enterprises and business ventures, access to external
sources of financing is difficult. Banks are reluctant to grant loans, credit
conditions are unfavorable, the application procedure is complicated and time
consuming. Personal savings are not sufficient and the capital markets in the
countries in transition are poorly functioning or not functioning at all.

Klapper, Saria-Allende, & Sulla (2002, p. 18) analyzed the financing
of small enterprises in 15 countries in transition - Bosnhia and Herzegovina,
Bulgaria, Croatia, Czech Republic, Estonia, Hungary, Latvia, Lithuania,
Poland, Romania, Russia, Slovakia, Slovenia, Ukraine, Yugoslavia (Serbia
and Montenegro). Most countries show a relatively low level of external
financing, while Ukraine has the lowest level. In addition to macroeconomic
stability and adequate funding, insecure property rights slow down the
development of the private sector.

Based on the Global Competitiveness Report 2015-2016, about the
ease of access to loans, the Republic of Serbia is at the 120™ place out of
140 surveyed countries, but based on the possibility for venture financing
it is ranked as the 130" (World Economic Forum, 2015, p. 315). It all points
to the difficulties in financing enterprises in Serbia and especially small ones
which have additional restrictions.
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However, external resources are necessary for most entrepreneurs
because successful establishment, as well as the management of small and
growing enterprise, is a complex, time-consuming and difficult process
(Bygrave & Zacharakis, 2004, p. 223).

Some studies show that the lack of adequate collateral is the greatest
obstacle in obtaining loans followed by a lack of credit history (Stokes &
Wilson, 2010, p. 406).

However, most banks will not approve a loan if the company has no
positive cash flows regardless of the offered collateral (Hoflich, 2011, p. 91;
Van Horne, Wachowicz, JR, 2007, p. 289). Adequate collateral can never
compensate for poor cash flow. In assessing financial risk, Fabozzi and
Modigliani favor the analysis of cash flows in relation to financial indicators
(Fabozzi & Modigliani, 2009, p. 455).

On the other hand, some authors believe that many owners of small
enterprises do not prepare cash flow projections and do not attach importance
to the management of cash flows. The negative cash flows, in the early stages
of running an enterprise, are the leading cause of failure and loan disapproval
by banks (Scarborough, 2012, p. 250).

Down’s research confirms everything previously mentioned. He
believes that the financial statements and the financial control are less
sophisticated and structured in small enterprises in comparison to the large
ones, and that is the reason why small enterprises have limited access to
banks, particularly when it comes to long-term loans (Down, 2010, p. 129).

High risk includes a high interest rate as the cost of risk, and in the
case that the banks decide to support a project, financing costs become
high. This is confirmed in research by Ayyagari, Kunt, & Maksimovic
(2008, p. 510).

According to Casu et al., (2006, p. 64) small enterprises rely more on
short-term and overdraft loans, while access to long-term loans is more
important to large enterprises. In his research, Schlesinger (1987, p. 52)
claims that access to loan is important for small enterprises, especially the
ability to obtain short-term loans, while growing enterprises need long-term
loans more. In his study of small enterprises, Schlesinger (1987, p. 50) noted
that in addition to interest rates and the ease of access to loans, a wide range
of banking products is of great importance in providing financial services.

According to the USAID (2012, p. 16; 21; 31), enterprises believe
that services are not adjusted to their needs, so, as many as 60% of the
SMEs sector considers that the duration of the loan, repayment terms and
collateral do not suit their current needs. Data for small businesses were
not available.

This paper analyzes the financing limitations of small enterprises
and entrepreneurs.
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Starting from the above, the following hypotheses are tested:

H1: High interest rates and difficult access to financial resources
for the establishment and growth of enterprises are the largest of the
financial constraints faced by small enterprises and entrepreneurs.

H2: Small enterprises and entrepreneurs have more difficulties in
accessing funding sources than medium and large enterprises, and
satisfaction with approved loan conditions is lower.

RESEARCH METHODOLOGY

Sample and Procedures

Empirical research for 167 enterprises was conducted by collecting
and analyzing primary data through market research using surveys.
Enterprises are divided into three groups. The first group consists of small
enterprises and entrepreneurs, the second group of medium enterprises
and the third group of large enterprises. The criteria for the classification
of enterprises by size, according to the Law on Accounting from 2013, is
the number of employees, the amount of operating income and average
value of operating assets (3akon o paayHoBoACTBY, 2013).

The selection of units in the sample was made by using a random
sample in each stratum. It is believed that each sample where n> 30 is a large
sample, and in our study, the number of enterprises in each stratum is larger
than 30.

The main aim of the research is to demonstrate the existence of
differences in financing constraints and in the impact of specific instruments
of credit policy on business, in relation to the size of the enterprise in order
to, by comparing the obtained results, show, that small enterprises and
entrepreneurs have difficult access to finance. The surveys were filled out by
the owners or directors of enterprises in consultation with the CFO when it
comes to large enterprises.

The following Table shows the structure of the sample in terms of the
size of an enterprise.

Table 1. Overview of the sample according to the size of an enterprise

c3

Variable Category f %
Small enterprises and entrepreneurs 85 50.9

Size of an enterprise Medium enter'prises 44  26.3
Large enterprises 38 228
Total 167 100.0

Source: Author’s calculation
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The surveyed sample mostly consists of enterprises engaged in trade
(27.5%), followed by enterprises engaged in manufacturing (24.0%),
construction (10.8%), accommodation and food services (7.8%), agriculture,
forestry and fishing (6.6%) and other.

Data were collected from February to June 2014, in the Republic
of Serbia. The data were analyzed in the statistical program - SPSS Statistics
17.0. Descriptive statistics was used to quantitatively describe the sample and
the observed phenomena, the chi-square test, the analysis of variance and the
difference between means were used for testing the differences between the
observed groups. After a descriptive analysis, the aim of the research was to
determine whether there is statistically significant difference (p <0.05)
between the Mean values for all three groups of enterprises. To calculate the
variance, the following parameters were used: ss (sum of squares) or the sum
of squared deviations, df (degrees of freedom) or the number of degrees of
freedom, MS (mean square) or the average of the squared deviations, F test
for the analysis of variance and p that represents the level of statistical
significance for the value of F.

Since the F value does not answer the question of whether a
significant difference exists between all mean values or only between the
individual ones, and in order to determine among which mean values
statistically significant difference is present, the post hoc test or subsequent
test is used.

Measures

The survey consists of the following components:

= Basic information about the enterprise

= Limitations in enterprise financing

= Types of banking services that enterprises used and satisfaction

with approved loan terms.

Respondents answered three groups of questions. The first group
included basic information about the enterprise related to the categorization
based on size and primary activity of an enterprise.

Independent variables that refer to the enterprises are grouped by
size and they are defined in accordance with the criteria set out in the
current Law on Accounting, which are determined based on financial
statements for each financial year.

In the second part of the survey, the respondents were evaluating
items that might pose constraints in financing their enterprises. In this part of
the survey, the respondents ranked the items using the 5-point scale (1 - very
poor, 2 - poor, 3 - medium, 4 - good, 5 - very good).

The questions in this part of the questionnaire are closed, which
means that the respondents choose between one of several predefined
answers.
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The third and last part of the survey consists of two parts. The first
part examines whether the enterprises used a banking service and, if so, it
was necessary to specify the types of loans and services that they used.

This part of the survey consists of a combination of open and closed
questions because the respondents choose between several predefined
answers relating to the type of banking services and one additional category
where the respondents could put their own response.

The second part analyzes the impact of specific instruments of the
credit policy of a bank through the Likert scale rating, and analyzes the
procedure of obtaining a loan, lease or guarantees, interest rates and other
fees and repayment period. In this case as well, the respondents ranked items
using the 5-point scale (1 - very poor, 2 — poor, 3 - medium, 4 — good, 5 -
very good).

The Likert scale is an instrument used in this paper primarily to
evaluate the respondents’ attitudes. It is used to measure the acceptance and
intensity of the attitudes of the respondents. In order to get a satisfactory
reply, it was necessary to define each variable and assign a number to each of
the five possible answers.

This scale is widely used and allows a wider range of possible
responses, and increases the number of statistical analysis that can be applied
(Pallant, 2011, p. 9).

Based on the results of the Likert scale, descriptive statistics followed,
i.e. calculation of the average score, display of minimum and maximum score
and calculation of the standard deviation and then the analysis of variance
and post hoc test.

RESULTS AND DISCUSSION

Limitations in Financing Small Enterprises

Despite numerous limitations due to the number of challenges that
enterprises face and which affect their businesses, the survey includes the
most common items that represent those limits and contributing factors. The
aim of this part of the research is to detect differences in the responses of
small, medium and large enterprises and to assess whether these differences
are statistically significant. In addition, the goal is to investigate if there are
any differences between difficulties that small, medium or large enterprises
face. The following table shows the descriptive analysis of the answers to the
following questions.
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Table 2. Descriptive analysis of the responses according
to the size of the company

Small enterprises and entrepreneurs

N Min Max Mean _SD
1. The ability to offer high quality 85 1.00 5.00 2.9529 .98689
collaterals to the bank (q1)
2. The amount of bank interest rates and 85 1.00 5.00 1.7529 .89849
fees for loans and other services (q2)
3. The possibility of submitting the required 85 1.00 5.00 3.0588 .96797
information to banks for credit rating (q3)
4. The speed of loan approval (g4) 85 1.00 5.00 2.6000 .94112
5. The wide range of banking products (g5) 85 1.00 5.00 3.0706 .68640
6. The development of support services 85 1.00 5.00 2.6588 .76459
outside the company (legal, business,
institutional support) (q6)
Medium enterprises
N Min Max Mean SD
1. The ability to offer high quality 44 1.00 5.00 3.6136 .94539
collaterals to the bank (q1)
2. The amount of bank interest rates and 44 100 5.00 2.8864 .81315
fees for loans and other services (g2)
3. The possibility of submitting the required 44 2.00 5.00 4.0000 .74709
information to banks for credit rating (q3)
4. The speed of loan approval (g4) 44 100 5.00 3.1364 .90453
5. The wide range of banking products (g5) 44 1.00 5.00 3.5909 .87120
6. The development of support services 44 2.00 5.00 3.6364 .74991
outside the company (legal, business,
institutional support) (q6)
Large enterprises
N Min Max Mean SD
1. The ability to offer high quality 38 3.00 5.00 4.3947 .59455
collaterals to the bank (q1)
2. The amount of bank interest rates and 38 2.00 5.00 2.9474 95712
fees for loans and other services (g2)
3. The possibility of submitting the required 38 3.00 5.00 4.5263 .60345
information to banks for credit rating (g3)
4. The speed of loan approval (q4) 38 1.00 5.00 3.0263 1.1267
5. The wide range of banking products (q5) 38 2.00 5.00 3.4737 .95115
6. The development of support services 38 3.00 5.00 4.1579 .54655

outside the company (legal, business,
institutional support) (g6)

Source: Author’s calculation
“ Note: N — number of companies within a specific group according to their size,
Min — the minimum value, Max — the maximum value, Mean — the average value,

SD - the spread of scores within a set of data, or standard deviation.
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The analysis of variance showed that the responses of the owners
or managers of small, medium and large enterprises differ significantly
for all questions, because the resulting p value of these responses is less

than 0.05.

Table 3. The analysis of variance — differences in the responses in relation to
the size of an enterprise

* Note: The SS — a sum of squared deviations, df — degrees of freedom,

Variable SS* df MS F p
Q1 56.091 2 28.045 34.499 .000
Q2 56.401 2 28.200 35.538 .000
Q3 64.264 2 32.132 45.357 .000
Q4 10.079 2 5.040 5.279 .006
Q5 9.343 2 4,672 7.249 .001
Q6 67.588 2 33.794 65.712 .000

Source: Author’s calculation

MS — average square deviation, F — F test for the analysis of variance and
p — level of statistical significance for F

In order to determine within which groups statistically significant
differences are spotted, the analysis of variance and post hoc test must be

also done.

Table 4. The analysis of variance — post-hoc test for significant differences

Variable Size of'an Size of'an Mean difference SD p

enterprise enterprise

small medium -.66070 16745 .000

Q1 small large -1.44180 .17595 .000

medium large -.78110 19967 .000

small medium -1.13342 .16544 .000

Q2 small large -1.19443 17383 .000

medium large -.06100 19727 .758

small medium -.94118 .15632 .000

Q3 small large -1.46749 .16425 .000

medium large -.52632 .18639 .005

small medium -.53636 .18146 .004

Q4 small large -.42632 .19066 .027

medium large .11005 .21637 612

small medium -.52032 .14909 .001

Q5 small large -.40310 .15665 011

medium large 11722 17778 511

small medium -.97754 13318 .000

Q6 small large -1.49907 .13994 .000

medium large -.52153 .15881 .001

Source: Author’s calculation
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Using the post-hoc test for significant differences in comparison
between groups (small enterprises with medium enterprises, medium with
large and small enterprises with the large ones) leads to the conclusion
that all differences in the responses of small and medium enterprises, as
well as small and large enterprises are statistically significant.

The first item to be analyzed is the ability to offer quality collaterals to
the bank. By analyzing the given results, it can be noted that small enterprises
and entrepreneurs ranked this item with 2.95, medium enterprises ranked it
with 3.61, and large enterprises ranked it with the highest mark of 4.39. The
results show that small enterprises have more difficulties in delivering quality
collateral to the bank and thus obtaining a loan, especially long-term loans
when a mortgage is constituted on the movable and immovable assets.
This problem is present in the case of large enterprises as well, but the
situation is not the same. These enterprises have an advantage because
they tend to have registered and booked assets in their balance sheets and
they have the equipment of greater value that can be offered to the bank.
This indicates that small enterprises have limited access to loans, because
certain researches show that the lack of adequate collateral is the greatest
obstacle in obtaining loans (Stokes & Wilson, 2010, p. 406). The analysis
of variance showed that the differences in the responses within all groups
of enterprises are statistically significant (p <0.005).

The next item analyzed by enterprises regarding their relationship
with the bank is the amount of bank interest rates and fees for loans and
other services. High risk means high interest rate as the cost of risk, and
in the case that banks decide to support a project, financing costs become
high. Results of descriptive analysis show that small enterprises ranked it
as the lowest with 1.75, medium enterprises with 2.89 and large
enterprises with 2.95. The analysis of variance confirmed the statistically
significant differences in ranking related to small and medium enterprises,
and in those related to small and large enterprises. An exception is seen in
ranking related to medium and large enterprises.

Given that small enterprises and entrepreneurs are much more
dependent on banks as a source of financing than large enterprises, they are,
due to their size, very sensitive to changes in interest rates. These results are
confirmed by the Report on the Conditions, Needs and Problems of the
SMEs in Serbia in 2013, according to which 78% of enterprises claimed that
their high interest rates were the biggest problem in running a business
(HammonanHa areHnuja 3a perioHaIHH pa3Boj, 2013, p. 25).

The next item that the enterprises evaluated is the possibility of
submitting the required information to banks for credit rating. It usually
includes financial statements for the previous period, financial projections
for the loan repayment period, a business plan, status documentation and the
like. When it comes to small enterprises, it can often be very aggravating.
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The results of the descriptive analysis show that small enterprises
and entrepreneurs ranked it as the lowest with 3.06, medium enterprises
with 4.0, and large enterprises ranked it with 4.53, because for them, this
issue does not represent a significant limitation. The analysis of variance
confirmed statistical significance of the differences obtained.

The following limitation analyzed is the speed of loan approval.
Research shows that small enterprises and entrepreneurs ranked the speed
loan approval with an average of 2.60. which is the lowest mark given.
Medium and large enterprises are slightly more satisfied with the speed of
loan approval and thus rated it with 3.14 and 3.03 respectively. The analysis
of variance showed a statistically significant difference in the responses of
small and medium enterprises and small and large enterprises. The
differences in the responses of medium and large enterprises are not
statistically significant.

Each bank develops its own procedures for dealing with clients.
Large enterprises with regard to their size, the number of professional
staff and other capacities more developed, easily and quickly meet the
demands of banks, and therefore the speed of loan approval is higher.

A wide range of banking products includes a mix of products and
services that modern financial institutions provide their customers with.
The results of the descriptive analysis show that small enterprises ranked
the wide range of banking products as the lowest with 3.07, medium
enterprises ranked it higher with 3.59, and large enterprises ranked it with
3.47. Even though the wide range of banking products is more important
for large enterprises, because they, due to their size and complexity of the
business, require a wider range of banking services while small
enterprises are mainly focused on loans and usually short-term ones.

However, compared to other previously analyzed items, the wide
range of banking products represents a smaller problem for small
enterprises and was thus ranked with a higher mark. In the first phase of
running an enterprise, it is important to gain access to the bank and its
basic services, and then with the growth of an enterprise, the need for
more complex, more diverse services is being developed.

The analysis of variance confirmed statistically significant differences
in ranking related to small and medium enterprises, and in those related to
small and large enterprises. An exception is seen in ranking related to
medium and large enterprises.

Business of small enterprises and entrepreneurs is risky because of the
uncertainty that they are faced with. However, the support to small
enterprises is often missing, which will be seen through the following data.

The development of support services outside the enterprise (legal,
business, institutional support) was ranked with an average score of 2.66
by small enterprises and entrepreneurs, the medium enterprises ranked it
with 3.64, and large enterprises with 4.16. The analysis of variance showed
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that all differences in the responses are statistically significant. For large
enterprises, the lack of counseling services is not a problem, because
these enterprises have their own professional staff.

In the Republic of Serbia the large obstacle is ignorance about the
possibility of using business support services. Even “The Strategy to
Support Development of SMEs, Entrepreneurship and Competitiveness
for the period from 2015 to 2020” (Bnama Pemyomnuke Cpowuje, 2015), in
its columns lists the activities for the development of support services.

Analysis of the Use of Financial / Banking Services

The study showed that all surveyed large enterprises used some of
the banking services, as well as 97,73% of medium enterprises, and
70.59% of small enterprise, which can be seen in the following diagram.

Small enterprises

no

Large enterprises

0 20 40 60 80 100

Figure 1. Have you used loans and other banking services, %?
Source: Author’s calculation

Table 5 indicates that differences in the responses of small, medium
and large enterprises are statistically significant.

Table 5. Chi-square test - the differences between the enterprises in using loan

Variable X df p
The use of loans and other banking services 25.316 2 .000
Source: Author’s calculation
* Note: x* represents a chi-square test, df — degrees of freedom
and p is the probability of a random phenomenon.
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The next task of the research was to determine what type of
banking services enterprises used.

35% A

30%

25%

20%

15%

10%

5%

®m Small enterprises and
entrepreneurs

0%

m Medium enterprises

Large enterprises

Figure 2. The use of loans and other banking services
Source: Author’s calculation

The data show that small enterprises and entrepreneurs most
commonly use short-term loans (32.2%), overdrafts (28%), guarantees
and avalised bill of exchange (14.9%), leasing (10.7%), while long-term
(6.6%) and medium-term loans (5.8%) are underrepresented.

A large percentage of medium enterprises uses short-term loans
(32.2%), guarantees and avalised bill of exchange (17%), medium-term loans
(17%), long-term loans (11.9%), leasing (11%) and overdrafts (11)%.

In large enterprises, most common are short-term loans (23%),
followed by medium-term loans (22%), long-term loans (20.4%), leasing
(15.9%), guarantees and avalised bill of exchange (12.4%) and finally
overdrafts (6.2%).

Analysis of the approved financing conditions

Table 6 shows the descriptive analysis of the responses of each
enterprise.
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Table 6. Ranking of approved loan conditions - the difference in the answers
in relation to the size of the company

Small enterprises and entrepreneurs
N Min Max Mean SD
1. Obtaining loans, lease or guarantees (q1) 85 1.00 5.00 2.3176 .94127
2. The interest rate and other fees (q2) 85 1.00 5.00 1.8000 .82808
3. Loan repayment period (q3) 85 1.00 5.00 2.7647 .82588
Medium enterprises
N Min Max Mean SD
1. Obtaining loans, lease or guarantees (1) 44 1.00 4.00 2.9545 .74567
2. The interest rate and other fees (q2) 44 1.00 4.00 2.4091 .78705
3. Loan repayment period (g3) 44 2,00 4.00 3.3182 .51817
Large enterprises
N Min Max Mean SD
1. Obtaining loans, lease or guarantees (q1) 38 2.00 5.00 3.5789 .64228
2. The interest rate and other fees (g2) 38 2.00 5.00 3.0000 .83827
3. Loan repayment period (g3) 38 3.00 5.00 3.9474 .65543
Source: Author’s calculation

The analysis of variance showed that the responses of small,
medium and large enterprises are significantly different for all questions.
The calculated values are shown in the table 7.

Table 7. The analysis of variance - differences in responses in relation
to the size of an enterprise

Variable SS df MS F p
Q1 43.758 2 21.879 31.587 .000
Q2 39.656 2 19.828 29.498 .000
Q3 37.876 2 18.938 36.654 .000

Source: Author’s calculation

And the post hoc test showed that the differences are statistically
significant, and present, among all three groups of enterprises.

The first item to be ranked is the procedure for obtaining loans,
lease or guarantees. Based on the descriptive analysis, it is noticed that
the small enterprises and entrepreneurs ranked this item with the lowest
average mark of 2.32. Medium enterprises ranked it higher with 2.95, and
large enterprises ranked it with the highest mark of 3.58. Based on these
facts it can be concluded that large enterprises are the most satisfied with
the procedure for obtaining banking services, while for the small
enterprises and entrepreneurs it is still a limitation. Large enterprises are
familiar with most of the banking procedures and in addition, they have
the professional and technical capacity to meet them.
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Table 8. The analysis of variance — post-hoc test for significant differences

Variable Size of.an Size of.an _ Mean sD 0
enterprise  enterprise  difference

small medium -.63690 .15457  .000

Q1 small large -1.26130 .16241  .000

medium large -.62440 .18431  .001

small medium -.60909 .15226 .000

Q2 small large -1.20000 .15999  .000

medium large -.59091 .18156  .001

small medium -.55348 .13350  .000

Q3 small large -1.18266 .14027 .000

medium large -.62919 .15918  .000

Source: Author’s calculation

Further on, the presented data show that all enterprises ranked the
level of interest rates and other fees very low. However, small enterprises
ranked this item with the lowest mark of 1.8, medium enterprises marked
it slightly higher with 2.41, while large enterprises marked it as the highest
with 3.0. These data can be explained by the fact that small enterprises, and
especially entrepreneurs, due to their size, are sensitive to interest rates, while
large enterprises, because of their size, have the capacity to negotiate and
obtain better conditions.

The data showed that small enterprises and entrepreneurs are least
satisfied with the approved repayment period, and ranked it with an average
of 2.76. Medium enterprises have expressed their satisfaction by ranking it
with 3.32, and large enterprises with 3.95.

CONCLUSION

Besides the theoretical assumptions, the study was based on a
survey of 167 enterprises in the Republic of Serbia in order to analyze the
limitations in financing small enterprises and entrepreneurs.

Analyzing the potential financing limitations of small enterprises and
entrepreneurs in Serbia, it is noted that the level of interest rates is the major
limitation. The speed of loan approval is the second limitation that small
enterprises face. The research results confirm the first hypothesis H1: High
interest rates and difficult access to financial resources for the establishment
and growth of enterprises are the largest of the financial constraints faced by
small enterprises and entrepreneurs. The complicated and long procedure of
loan approval, impedes and discourages the enterprise’s access to banks, and
high interest rates, which are of great importance for small enterprises, do not
stimulate investment adequately.

Short-term loans are the most frequently used banking service for
all types of enterprises, regardless of size. Small enterprises, due to simpler
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approval procedures, commonly use short-term loans for working capital and
overdraft. This is the result of strict banking criteria that banks impose
when authorizing higher amounts or long-term loans.

According to the frequency of use, medium and long term loans come
as second or third for large enterprises, and they come as last for small
enterprises. The reason for that are stricter loan approving conditions and
complex loan approving procedure, high collaterals and other banking criteria
that small enterprises find harder to fulfill. Guarantees and avalised bill of
exchange are mostly used by small and medium enterprises because they are
often the borrowers with the Development Fund of the Republic of Serbia
and the Vojvodina Development fund, which seek the bank guarantee or
avalised bill of exchange as collateral.

Looking at the approved loan conditions, it can be concluded that
small enterprises and entrepreneurs are the most dissatisfied with the
approved loan terms. Also, it is noted that they worst-ranked interest rates
and other fees, then the procedure of loan approval. However, regardless
of the size of an enterprise, the level of interest rates is an item that was
ranked as lowest by all types of enterprises.

Research showed that all differences in responses of small and
medium enterprises, and small and large enterprises as well, are statistically
significant, and that finding the proper funding is a greater difficulty for small
enterprises and entrepreneurs than for medium and large ones. This confirms
the second hypothesis H2: Small enterprises and entrepreneurs have more
difficulties in accessing funding sources than medium and large enterprises,
and satisfaction with approved loan conditions is lower.

Due to the results of the research and hypothesis confirmed, it can
be concluded that the access to funds is a challenge for every enterprise;
however, the limitations in funding represent a much bigger problem for
small enterprises and entrepreneurs.

Recommendations for future research are to carry out the testing of
commercial banks in the Republic of Serbia. The results and their views
on the issue of financing small enterprises and entrepreneurs would be of
great importance because it would provide a comprehensive and complete
picture of the problem of financing these enterprises.

Although this paper shows only one dimension of financial constraints
of small enterprises and entrepreneurs, based on the data obtained by the
enterprises, it is of great importance because these results indicate the
difficult position of small enterprises in access to finance. This paper can be a
starting point for improving the situation of small enterprises and it can be
of great importance not only to financial institutions, but to complete
institutional infrastructure for supporting small enterprises in the Republic of
Serbia.
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OI'PAHUYEILA Y DUHAHCUPAY MAJIUX ITPEAY3ERA
— EMIIMPUJCKA AHAJIM3A Y PEIIYBJIMIU CPBUJA

Cnodonanka JopuH
Bucoxa nocnoBHa mxona ctpykoBHX cryauja, Hosu Can, Cpbuja

Pe3ume

Mana npenyseha u mpeny3eTHHIM MpPEACTaBIbajy HOCHOLE MPHBPEIHOT pa3Boja
Kako pa3BHjEeHHX 3eMajba TaKO W 3eMajba y Tpamsunuju. [la Ou ce oma mpemyseha
OCHHBAJIA U pa3BHjaJia, HEOIIXOAAH MM je MPHCTYI (PMHAHCHjCKUM cpeacTBUMa. Mely-
THM, TIPACTYII KaIlUTaJly IpeCTaBiba BEJIMKO OrPaHNYCH:e 3a OBa Ipexy3eha.

AyTop ce y paxy 0aBM aHAJIM30M OTpaHUYCHA Y (HHAHCUpakY MalUX npeay3eha u
npeny3eTHuKa. C TUM IMJBEM U3BPLICHO j€ UCIUTUBAKE 167 ManuX, CpenmbHuX U BEIH-
KX npenyseha, 4nju OArOBOpPH Cy TPYIHCAHH y TPH IPyIE y 3aBUCHOCTH OJ] BEIMYHUHE
npeny3eha.

IIwse cpoBeseHOT MCTpaKUBaba je JOKa3aTH Ja MOCTOje CTAaTHCTHYKY 3HAavajHe
paznuke y motpebama 3a GUHAHCH]CKUM YyCIyrama, OrpaHHYCHIMa y (PHHAHCHPAlky U
0ZI0OPEHNM KpEIUTHHM YCIIOBHMA y OIHOCY Ha BENMYMHY npeny3eha u pa ce ymo-
pehuBameM 100HjeHHX pe3yaTaTa MoKaxe Ja Mana npenyseha n Impexy3eTHHIN UMajy
OTeXaH MPUCTYI (PMHAHCH]CKUM CPEICTBIMA Y OJJHOCY Ha Cpeba U BeluKa rpexyseha.

Pesynratu ucTpaxkuBama Cy MOKa3ald a je BHCHHA KaMaTHUX cTomla HajBehe
OrpaHHYCH-C 32 Maja npemy3eha W Hpemy3eTHHKE, a MOTOM ciexu Op3uHa MpHCTyIa
KpeauTuMa. VcTpakuBame je moKasallo U Jja MOCToje 3HAUajHe Pa3IuKe Y 3aCTYIJbEHO-
CTHU TOjeIMHUX OaHKapCKUX yciyra Koje mpeay3eha kopucre. Mana npenyseha u mpe-
JY3eTHULIM Cy HajHE3aI0BOJFHUJH ONOOPEHNM KPEAWUTHHM YCIOBHMAa W HajIIOIIMje CY
OLICHWJIM BHCHHY KaMaTHUX CTOIA M APYrHX HaKHAZa, a 3aTUM IpOLeaypy AoOujama
KpeauTa.

Moske ce 3aKJbYYHTH Ja Cy CBE pa3jiMKe y OATOBOPHMA MAallMX U CPEIbUX, Kao M
MaJuX M BEJMKHX Npeny3eha CTaTHCTUYKM 3HaYajHE U Ja je IMpOHaIaXKemhe OAroBapa-
jyhnx ¢unancujckux cpencrasa Beha moremkoha 3a Mana npenyseha u npeay3eTHUKe Y
OJTHOCY Ha Cpe/iba M BeNuKa rperyseha.



