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ABSTRACT

The purpose of this paper is to provide a
comprehensive understanding of SME funding
issues and promote more inclusive and
sustainable funding approaches for SMEs. The
method used in this paper is qualitative by
looking for papers derived from existing journal
literature within ten years, looking for findings
or results related to variables in this paper.
Discuss results and findings from the literature
found. The results of this paper after being
presented in the form of a conclusion that makes
contributions related to the field of finance. SMEs
have an important role to play in African
economies, but they often struggle to access
formal financial services. Informal finance is
becoming the preferred choice in some situations.
Recommendations include building a regulatory
framework, increasing linkages between the
formal and informal financial sectors, and
leveraging financial technology (FinTech) for
financial access. Financial inclusion and risk
management of SMEs are also important. This
conclusion highlights the role of SMEs and the
financial challenges that must be overcome to
support economic growth.
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INTRODUCTION

Financial funding for Small and Medium-sized Enterprises (SMEs) plays
a crucial role in stimulating economic growth and driving innovation within a
nation. These dynamic and entrepreneurial businesses serve as the backbone of
many economies, and their success largely depends on their access to sufficient
financial resources (Mukherjee et al., 2023). Amid today's fast-paced business
environment, SMEs frequently encounter challenges in securing the necessary
funding to initiate, expand, or modernize their operations. The pursuit of
financial support often commences with a well-structured business plan and a
clear vision of their objectives (Levashenko & Koval’, 2020; Wozniak & Matejun,
2019). Government initiatives and financial institutions have acknowledged the
significance of SMEs and have designed various funding options tailored to
address their specific requirements (Bir\vskyté & Mingelaite, 2021). Loans,
grants, and equity investments represent just a few of the numerous pathways
accessible to SMEs. These choices offer the capital needed to procure
equipment, employ skilled personnel, and invest in technology to maintain
competitiveness within their respective industries (Kpentey, 2019; Lobanov,
2021).

In recent years, the emergence of financial technology has introduced
fresh opportunities for SMEs in the financial landscape (Annisa, 2015). Online
lending platforms, crowdfunding, and peer-to-peer lending present alternative
sources of capital that are more accessible and flexible. These innovations have
enabled SMEs to explore creative financing methods to meet their unique
needs. Nonetheless, securing financial funding for SMEs is not without its
challenges (Mirzoev & Sobirzoda, 2019). Lending institutions often assess the
creditworthiness of these businesses, which can pose a hurdle for those with
limited financial history or collateral (Ndala, 2019). Economic fluctuations and
market uncertainties can impact the availability of funds for SMEs.

Phenomena related to funding for Small and Medium-sized Enterprises
(SMEs) include the rise of fintech companies, which have transformed the way
SMEs access funding through the growth of online lending platforms,
crowdfunding, and digital financial services (Mohammadi & Shafi, 2016). SMEs
adopting environmental, social, and governance (ESG) practices are becoming
more attractive to lenders and investors concerned about social and
environmental impacts (Ismail et al., 2019). Many governments worldwide have
increased their role in providing financial support to SMEs through grants,
subsidies, and tax incentives (Culpeper, 2012). SMEs are increasingly seeking
funding from venture capital firms and angel investors who not only provide
capital but also valuable knowledge and networks(Purivcin & Beraha, 2013).

Funding challenges for SMEs encompass limited access, strict credit
criteria, high risk, economic fluctuations, and the need for technology
investments. Fintech and ESG are shaping the funding landscape. Meanwhile,
there is government support, the growth of alternative funding options, and the
vital role of venture capital. Solutions should consider sustainability and the
long-term growth of SMEs. The purpose of this paper is to provide a
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comprehensive understanding of SME funding issues and promote more
inclusive and sustainable funding approaches for SMEs.

THEORETICAL REVIEW
Financial on Small and Medium-Sized Enterprises

Financial management for SMEs pertains to the handling of financial
resources and activities within small and medium-sized enterprises (SMEs).
Financial management holds significant importance for SMEs as it aids them in
making informed decisions, efficiently allocating resources, and achieving their
financial goal. Financial inclusion refers to the availability and accessibility of
financial services for individuals and SMEs. Enhancing financial inclusion can
impact the lives of the community and SME businesses by increasing access to
and usage of formal financial services (Shihadeh, 2021).

The budgeting process is vital for SMEs to assess how effectively their
budgets are being implemented. Typically, the budgeting process is utilized for
company oversight, performance evaluation, long-term planning, and making
more informed decisions, Financial performance is a measure of how effectively
SMEs utilize their financial resources to achieve their goals. The budgeting
process can assist SMEs in enhancing their financial performance by fostering a
culture of positive engagement in every aspect, including goal setting, system
design, variance analysis, and corrective actions (K & Asha, 2022).

The financial experience of a board secretary can influence the financing
preferences of SMEs. SMEs with board secretaries having financial experience
tend to prefer external financing, thus reducing investment cash flow
sensitivity. Additionally, board secretaries with financial experience can
mitigate information asymmetry to promote external financing, even if it
largely consists of short-term loans (Wang et al., 2020). Sustainable financial
advice is crucial for SMEs in effectively managing their financial resources. It
can assist SMEs in making informed decisions, efficiently allocating resources,
and achieving their financial goals (de Jong & Wagensveld, 2023).

Financial management is of utmost importance for SMEs in making
informed decisions, efficiently allocating resources, and achieving their
financial goals. This encompasses budgeting, financial inclusion, financial
performance, financial experience, and financial advice.

Small and Medium Enterprises (SMeS)

SMEs are independent businesses that employ fewer than a specified
number of employees and have a certain level of revenue or financial assets
(Mouhallab & Jianguo, 2016). SMEs have a crucial role in fostering economic
growth, and their importance cannot be underestimated SMEs in developing
countries often face limited access to markets due to inadequate infrastructure,
poor transportation systems, and limited information about market
opportunities. This makes it challenging for them to reach new customers and
expand their customer base, SMEs in developing countries frequently confront
a shortage of skilled labor, making it difficult for them to compete with large
corporations. This is due to limited access to education and training programs,
brain drain, and inadequate compensation packages (Dar et al., 2017).
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Small and Medium Enterprises (SMEs) are businesses that operate
within certain criteria established by law by public authorities, which may vary
depending on the country (Nefedov, 2023), SMEs are a vital component for both
developing and developed nations, contributing to economic development
through job opportunities, income growth, export performance, and domestic
savings (Sidek et al., 2020).

METHODOLOGY

The method used in this paper is qualitative by looking for papers derived
from existing journal literature within ten years, looking for findings or results
related to variables in this paper. Discuss results and findings from the
literature found.

The results of this paper after being presented in the form of a conclusion
that makes contributions related to the field of finance.

RESULTS

The literature of the papers found will be described and discussed from
the findings or results, as well as the objectives that exist in the papers found by
researchers. From a paper owned by (Bigliardi, 2013) with the objectives and
results of the article: Consider the impact of innovation on the financial
performance of small and medium-sized enterprises (SMEs), as well as the
influence of company size on the impact of innovation, results Research shows
that an increase in innovation levels improves financial performance. More
specifically, they emphasize the importance of innovation developed to meet
customer needs and innovation aimed at differentiating from competitors by
improving financial performance. Furthermore, the results of the study show
that the level of technology applied to develop innovation does not affect
financial performance.

Study of (Jindrichovska, 2014) with research objectives and results To
review recent studies on small and medium-sized enterprises, focusing on
critical financial management issues for SMEs, A business will never achieve
long-term success without the ability to devise appropriate policies for
effectively managing its working capital. Typically, poor financial management
by owner-managers is the underlying root cause of SME issues.

Study of (Keasey et al., 2015) explain Proposing a theoretical model that
states the expected cost of financial distress in Small and Medium-sized
Enterprises (SMEs) is the result of the interaction between the likelihood of
financial distress occurring and the magnitude of the consequences incurred
when financial failure happens, The financial cost will be lower when the
capacity to use tangible assets as collateral and short-term debt is greater; the
financial cost will be higher when long-term debt with more collateral usage.
Additionally, the effects of these variables are moderated by company
ownership and the nature of bankruptcy laws in effect. Timely management of
these variables can avoid the high costs involved in company forced exit.

Study of (El-Said et al., 2015) Although the objective of this article is to
use the SME survey conducted by the Central Bank of Egypt and the Egyptian
Banking Institute, we attempt to understand the impact of access to financial
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services on performance activity results brand export results, with research
results on the positive impact of access to financial services and the significant
impact of interaction with banks and the availability of banking facilities on the
likelihood of becoming an exporter and the ability to export to multiple
destinations. Wider and more efficient financial services have the potential to
increase the number of exporters and improve export diversification.

The article aims to examine the development of one of the few public
sector development funds in the UK and its role in supporting the SME sector
in Wales during the economic downturn, as strategies applied contrary to
expectations at the time. on the economic crisis, in particular regarding the
failure to reduce borrowing costs for SMEs and to fully utilize financial
instruments to ensure maximum impact (Jones-Evans, 2015).

Study of (Lee et al., 2015) with the stated research objectives and results.
No research has examined the differential impact of the crisis on innovative
tirms. To fill this gap, we used a dataset from over 10,000 small businesses in
the UK. The results indicate that there are two problems in the financial
system. The first is a structural issue that limits innovative companies' access to
finance. The second is a cyclical problem caused by the financial crisis and has
relatively more severe consequences for non-innovative companies.

Study of (Osano & Languitone, 2015) points out the relationship between
the structure of the financial sector and the access to finance of small and
medium-sized enterprises; there is a relationship between financial literacy and
access to finance for small and medium-sized enterprises; there is a relationship
between insurance requirements and access to finance for small and medium-
sized enterprises; and there is a link between small business support services
and access to finance for SMEs. A more in-depth study (Cowling et al., 2018)
explains that this article explores the relationship between business age and
business experience on the performance of small and medium-sized enterprises
after the 2008/09 global financial crisis. The results indicate that the severity of
the crisis means that previous business experience has little value in this unique
and uncertain environment. However, young companies continue to contribute
disproportionately to growth, especially among the fastest growing companies.

Study of (Gupta & Gregoriou, 2018) With the objectives and research
results presented in his article, we tested this hypothesis empirically and found
that listed small and medium enterprises have a higher probability of
experiencing financial difficulties and bankruptcy higher output. assets are
lower than those of unlisted companies, thus supporting the idea that listing on
the stock exchange can help small and medium-sized companies overcome
difficulties outside financial constraints thus reducing their chances of failure.
To explore how supply chain finance can improve SME performance by
adopting a resource-based view, the study also aims to assess the impact of
trade as a moderating factor. Details in the relationship between supply chain
finance and business performance, supply chain finance is significantly
improving SME performance. Furthermore, the digitalization of trade
strengthens the relationship between SCF and SCF performance. Therefore, the
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present study sheds light on the resource-based view through SCF and trade
digitalization to predict the performance of SMEs.

Study of (Motta & Sharma, 2020) According to this study, it aims to
explore how lending technologies such as capital lending and financial
reporting lending affect the access to finance of SMEs in the consumer sector
hotel. The results show that loans are preferred as a lending technology. We
also discuss the implications of our findings for industrial practice and policy
debate. In an article that explores the relationship between Lean, process
innovation, product innovation, environmental performance and financial
performance, as well as research findings, the importance of considering Lean
simultaneously and innovation, because Lean has more than just a direct
environmental and financial impact. The results of this study may be of interest
to practitioners, academics and policy makers regarding the impact of Lean
practices and innovation on individual companies' financial and environmental
performance as well as the response of the supply chain. (Shashi et al., 2019).

Study of (Wellalage & Fernandez, 2019) state in the objectives and results
of the study Explore the relationship between firm-level innovation and
external financing for small and medium-sized enterprises (SMEs), informal
finance has a more significant impact on product innovation for mature
companies. Our empirical evidence highlights policy implications for countries
aiming to enhance SME innovation by improving SMEs' external financing. In
addition, the paper states that investment in small and medium-sized private
enterprises fell significantly both during and after the financial crisis. We also
found that investments relied less on internal funding sources during periods of
crisis than on external funding sources (Zubair et al., 2020).

Study from (Mpofu & Sibindi, 2022) The purpose of the study is to
identify actions that the informal financial sector can take to close the credit gap
to improve access to finance for SMEs, leading to two scenario in which Most
small businesses rely on informal sources of finance. First, informal finance is
used as a last resort for small and medium-sized enterprises that cannot access
credit from the formal financial sector due to other problems such as financial
asymmetry. credit, lack of guarantees and low interest rates, high probability of
default. Furthermore, low levels of financial literacy and the incompetence of
credit bureaus in developing countries also contribute to the lack of access to
finance by formal institutions. Second, some entrepreneurs choose informal
financing even when they qualify for formal credit because of its flexibility,
convenience, and simple administrative procedures.

The literature description of the papers found by researchers deals with
variables, dozens of such papers represent the sought after and support of this

paper.

DISCUSSION

This paper discusses the importance of financial access for Small and
Medium Enterprises (SMEs) in an economic context. SMEs play an important
role in creating jobs and increasing Gross Domestic Product (GDP) in many
countries, but limited access to funding has been a major obstacle to their
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growth and development. SMEs play a vital role in creating jobs and increasing
GDP, but often face obstacles in accessing funds.

The paper identifies that SMEs use informal finance as a last resort when
failing to obtain credit from the formal sector, mainly due to information
asymmetry, lack of collateral, and high default rates. However, there are also
entrepreneurs who opt for informal finance despite actually qualifying for
formal credit due to its flexibility and administrative ease.

While informal finance can help SMEs, there are concerns about the high
interest rates charged by informal lenders and their limited resources. This
paper provides policy recommendations, such as expanding financial literacy,
appropriate regulation for the informal sector, and the use of financial
technology (FinTech) to improve financial access for SMEs

CONCLUSIONS AND RECOMMENDATIONS

SMEs have an important role to play in African economies, but they often
struggle to access formal financial services. Informal finance is becoming the
preferred choice in some situations.

Recommendations include building a regulatory framework, increasing
linkages between the formal and informal financial sectors, and leveraging
tinancial technology (FinTech) for financial access. Financial inclusion and risk
management of SMEs are also important. This conclusion highlights the role of
SMEs and the financial challenges that must be overcome to support economic
growth.

FURTHER STUDY
This qualitative paper provides a direct contribution to researchers or

SMeS who need a reference to be used as a guide and consideration in running
SMesS.

ACKNOWLEDGMENT

The contribution of the results of this paper can provide benefits for the
institution where the researcher works and my person.

4611



Sawitri

REFERENCES

Annisa, F. (2015). DESIGN AND DEVELOPMENT OF INVESTMENT
MANAGEMENT WEBSITE BASED ON CROWDFUNDING IN SMALL
AND MEDIUM-SIZED ENTERPRISES USING ITERATIVE AND
INCREMENTAL METHOD.
https:/ /api.semanticscholar.org/CorpusID:168808270

Bigliardi, B. (2013). The effect of innovation on financial performance: A
research study involving SMEs. Innovation: Management, Policy and Practice,
15(2), 245-255. https:/ /doi.org/10.5172/impp.2013.15.2.245

Bir\ vskyté, L., & Mingelaite, D. (2021). Government financial support: does it
improve the performance of small and medium-sized enterprises in
Lithuania. International Journal of Entrepreneurship and Small Business.
https:/ /api.semanticscholar.org/CorpusID:236365300

Cowling, M., Liu, W., & Zhang, N. (2018). Did firm age, experience, and access
to finance count? SME performance after the global financial crisis. Journal
of Evolutionary Economics, 28(1), 77-100. https://doi.org/10.1007/s00191-
017-0502-z

Culpeper, R. (2012). Financial Sector Policy and Development in the Wake of
the Global Crisis: the role of national development banks. Third World
Quarterly, 33, 383-403.
https:/ /api.semanticscholar.org/CorpuslD:154673244

Dar, M. S., Ahmed, S., & Raziq, A. (2017). SMALL AND MEDIUM-SIZE
ENTERPRISES IN PAKISTAN: DEFINITION AND CRITICAL ISSUES.
Pakistan Business Review, 19, 46-70.
https:/ /api.semanticscholar.org/ CorpusID:168878292

de Jong, F., & Wagensveld, K. (2023). Sustainable Financial Advice for SMEs.
Circular Economy and Sustainability.
https:/ /api.semanticscholar.org/ CorpusID:263320367

Puri\vcin, S., & Beraha, 1. (2013). Alternative forms of financing of small and
medium sized enterprises for the purpose of strengthening competitiveness at the
international level. https:/ /api.semanticscholar.org/CorpusID:55252125

El-Said, H., Al-Said, M., & Zaki, C. (2015). Trade and access to finance of SMEs:
is there a nexus? Applied Economics, 47(39), 4184-4199.
https:/ /doi.org/10.1080/00036846.2015.1026583

Gupta, J., & Gregoriou, A. (2018). Impact of market-based finance on SMEs
failure. Economic Modelling, 69(September), 13-25.
https:/ /doi.org/10.1016/j.econmod.2017.09.004

Ismail, A. M., Adnan, Z. H. M., Fahmi, F. M., Darus, F., & Clark, C. (2019).
Board Capabilities and the Mediating Roles of Absorptive Capacity on
Environmental Social and Governance (ESG) Practices. International Journal
of Financial Research. https:/ /api.semanticscholar.org/CorpusID:182771945

Jindrichovska, 1. (2014). Financial management in SMEs. European Research
Studies Journal, 16(4), 79-95. https:/ /doi.org/10.35808/ ersj/405

Jones-Evans, D. (2015). Access to finance to SMEs at a regional level - the case
of Finance Wales. Venture Capital, 17(1-2), 27-41.
https:/ /doi.org/10.1080/13691066.2015.1052624

4612



East Asian Journal of Multidisciplinary Research (EAJMR)
Vol.2, No. 11, 2023: 4605-4614

K, B. F., & Asha, B. (2022). The Influence of the Budgeting Process on the
Financial Performance of SMEs in Nyamagana District, Mwanza -
Tanzania. Journal of Micro \&amp; Small Business Management.
https:/ /api.semanticscholar.org/CorpusID:254480650

Keasey, K., Pindado, J., & Rodrigues, L. (2015). The determinants of the costs of
financial distress in SMEs. International Small Business Journal: Researching
Entrepreneurship, 33(8), 862-881.
https:/ /doi.org/10.1177/0266242614529317

Kpentey, B. (2019). Small Business Merger and Acquisition Strategies for Raising
Capital in Emerging Economies.
https:/ /api.semanticscholar.org/CorpusID:169662542

Lee, N., Sameen, H., & Cowling, M. (2015). Access to finance for innovative
SMEs since the financial crisis. Research Policy, 44(2), 370-380.
https:/ /doi.org/10.1016/j.respol.2014.09.008

Levashenko, A., & Koval, A. A. (2020). Measures of Financial and Non-
Financial Support to Small and Medium-sized Enterprises (SMEs) in the
Wake of COVID-19. Political Economy - Development: Health EJournal.
https:/ /api.semanticscholar.org/CorpusID:233759766

Lobanov, N. (2021). Innovative Small and Medium-Sized Enterprises: the
Problem of Development and Financing. Economica.
https:/ /api.semanticscholar.org/CorpusID:240607757

Mirzoev, S., & Sobirzoda, R. (2019). Leveraging SME Finance Through Value
Chains in Tajikistan. https:/ /api.semanticscholar.org/CorpusID:211760245

Mohammadi, A., & Shafi, K. (2016). How Wise Are Crowd? A Comparative Study of
Crowd and Institutions in Peer-to-Business Online Lending Markets.
https:/ /api.semanticscholar.org/CorpusID:168102078

Motta, V., & Sharma, A. (2020). Lending technologies and access to finance for
SMEs in the hospitality industry. International Journal of Hospitality
Management, 86(August), 102371.
https:/ /doi.org/10.1016/j.ijhm.2019.102371

Moubhallab, S., & Jianguo, W. (2016). Small and Medium Enterprises in Morocco:
Definition’s Issues and Challenges. Economic Growth EJournal.
https:/ /api.semanticscholar.org/CorpusID:168274010

Mpofu, O., & Sibindi, A. B. (2022). Informal Finance: A Boon or Bane for African
SMEs?  Journal of Risk and  Financial =~ Management,  15(6).
https:/ /doi.org/10.3390/jrfm15060270

Mukherjee, A., Scott, J. M., Deakins, D., & McGlade, P. (2023). “Stay home, save
SMEs”? The impact of a unique strict COVID-19 lockdown on small
businesses. International Journal of Entrepreneurial Behavior \ &amp; Research.
https:/ /api.semanticscholar.org/CorpusID:260325121

Ndala, N. N. (2019). Assessing the Access to Finance by Small and Medium-
Sized Enterprises from Financial Institutions in Blantyre City-Malawi.
International Journal of Business and Management.
https:/ /api.semanticscholar.org/CorpusID:157065994

4613



Sawitri

Nefedov, D. A. (2023). A GLOBAL APPROACH TO DEFINING SMALL AND
MEDIUM-SIZED  ENTERPRISES. EKONOMIKA I UPRAVLENIE:
PROBLEMY, RESHENIYA.
https:/ /api.semanticscholar.org/CorpusID:259428647

Osano, H. M., & Languitone, H. (2015). Factors influencing access to finance by
SMEs in Mozambique: case of SMEs in Maputo central business district.
Journal of Innovation and Entrepreneurship, 5(1).
https:/ /doi.org/10.1186/s13731-016-0041-0

Shashi, Centobelli, P., Cerchione, R., & Singh, R. (2019). The impact of leanness
and innovativeness on environmental and financial performance: Insights
from Indian SMEs. International Journal of Production Economics,
212(December 2017), 111-124. https:/ /doi.org/10.1016/j.ijpe.2019.02.011

Shihadeh, F. (2021). A Conceptual Framework of Financial Inclusion: The Links
with Individuals, SMEs, and Banks. Studies in Computational Intelligence.
https:/ /api.semanticscholar.org/CorpusID:236653011

Sidek, S., Rosli, M. M., Hasbolah, H., & Khadri, N. A. M. (2020). AN OVERVIEW
ON CRITERIA OF SMALL AND MEDIUM ENTERPRISES (SMEs) ACROSS
THE ECONOMIES: A RANDOM SELECTION OF COUNTRIES.
https:/ /api.semanticscholar.org/ CorpusID:226567742

Wang, K., Chen, Y., Liu, Y., & Tang, Y. (2020). Board secretary’s financial
experience, overconfidence, and SMEs’ financing preference: Evidence
from China’s NEEQ market. Journal of Small Business Management, 61, 1378-
1410. https:/ /api.semanticscholar.org/CorpuslD:229484724

Wellalage, N. H., & Fernandez, V. (2019). Innovation and SME finance:
Evidence from developing countries. International Review of Financial
Analysis, 66(July), 101370. https:/ /doi.org/10.1016/j.irfa.2019.06.009

Wozniak, M. K., & Matejun, M. (2019). Cost-effectiveness Analysis of Financial
Support Instruments for Small and Medium-sized Enterprises in the European
Union. https:/ /api.semanticscholar.org/ CorpusID:169895984

Zubair, S., Kabir, R., & Huang, X. (2020). Does the financial crisis change the
effect of financing on investment? Evidence from private SMEs. Journal of
Business Research, 110(February), 456-463.
https:/ /doi.org/10.1016/j.jbusres.2020.01.063

4614



