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Abstract. This paper compares how Czech and Slovak microentrepreneurs perceive the volume and 
ease of access to finance that they face. Having an adequate number of sources of finance and easier 
access to them can help improve both enterprise and country performance. Chi-square and Z score 
tests for population proportions were used to test hypotheses. 740 microenterprises from Czech Re-
public and 287 microenterprises from Slovakia were included for the analyses that were performed 
by this study. The results show that Czech microentrepreneurs feel they have more sources of fi-
nance and have easier access to them than their Slovak counterparts. These differences may in part 
be linked to other factors such as the experience and age of microentrepreneurs and micro-firms, 
amount of business loans and microfinancing organizations, credit interest rates and credit rejection 
rates, the relative degree of economic freedom, the volume of government guarantees, relative GDP 
levels, the quality of business environment and ease of doing business. Additionally, The Moran’s 
I spatial autocorrelation index was performed to evaluate influence of location on the perception 
of Czech and Slovak microenterprises that were located in different regions of both countries. The 
paper also discusses the results’ policy implications for governments and financial institutions.
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Introduction 

Although microenterprises are very small businesses, they have very substantial benefits for 
the growth of economies, employment and income generation. The unit of research is the 
microenterprise: defined as a firm with up to 9 employees, and an annual turnover of less 
than 2 million EUR (European Commission, 2016). Most of microenterprises are operated 
in rural regions by an owner who is the only employee and the founder of a firm (Larson 
& Shaw, 2001). Because they may help to create a competitive environment, improve entre-
preneurial competency, and encourage innovation, microenterprises are a key driver of the 
European economy (Kozubikova, 2016). They make a noteworthy contribution to the Czech 
and Slovak economies. In Slovakia 96.8% of the enterprises are microenterprises. They ac-
count for 41.1% of employment and 27% of the value added. In the Czech Republic 96.1% of 
firms are microenterprises. They account for 31.7% of the total workforce and 20.1% of the 
value added. Because of the relative sizes of the two economies the Czech microenterprise 
sector provided the larger numbers of jobs and amount of value added (EC, 2016a).

In order to grow, microenterprises need capital to buy assets, to finance their opera-
tional activities and meet their living costs. Financial capital can be accessed from vari-
ous external and internal resources, such as debt and personal savings (Atmadja, Jen-Je, 
& Sharma, 2016; Bhaird & Lucey, 2010; Gbandi & Amissah, 2014). Pecking order theory 
emphasizes the existence of a hierarchy in the selection of these resources: enterprises look 
first for financing from internal and then from external sources, because of the higher costs 
of external financing (Osei-Assibey, Godfred, Bokpin, & Twerefou, 2012; Daskalakis, Jarvis, 
& Schizas, 2013; Ryan, O’Toole, & McCann, 2014). But because of insufficient internal 
sources, microenterprises usually look for financing from external sources. But whichever 
financing option they choose microenterprises face more obstacles than larger enterprises. 

For Slovak SMEs the European Union provided a fund of around 11.5 billion Euros 
in 2007–2013. Other institutions and programs that also provide capital for Slovak SMEs 
include the EXIM Bank, the Slovak Guarantee and Development Bank, the NADSMB 
(Bondareva & Zatrochova, 2014) the Agency for Entrepreneurship and Innovation (API), 
the Slovak Business Agency (SBA) and the JEREMIE initiative. In comparison the Czech 
Republic has been implementing its “Small and Medium Sized Enterprises Support Strategy 
2014−2020”. This includes the Operational Program for Enterprise and Innovations for 
Competitiveness (OPEIC), the Innovative Businesses Program (INOSTART), and involves 
the Czech-Moravian Guarantee and Development Bank and the Czech Export Bank. Ac-
cording to Technology Agency of Czech Republic (2015) provides supports for enterprises 
and research organizations by ALPHA program that gives fund around 550 million euros 
and 52% of this amount has subsidized to the SMEs. There are also other programs that 
Technology Agency of Czech Republic (n.d.) offers namely, Alfa, Gama, Epsilon, Kappa 
and Delta. These programs mainly aim to encourage research, innovation activities of enter-
prises and to create international relationship between Czech and foreign firms or research 
entities. For instance, Kappa program creates opportunities to increase competitiveness of 
entities from Norway, Ireland, Liechtenstein and Czech firms to make cooperation between 
each other. In line with this objective, Kappa program subsidizes approximately 32 million 
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euros for enterprises in those countries. Another program has operated in Czech Repub-
lic since 2017 by Czech-Moravian Guarantee and Development Bank (CMGDB) namely 
Expansion. The objective of this program is to provide easier credit conditions such as 
giving credit with reduced interest rates and supporting projects of SMEs that are located 
in rural areas. 

Focusing on impediments to accessing capital, the 2016 interest rate for Slovak SMEs was 
3.10% compared to 2.50% for Czech SMEs (OECD, 2018). The percentage of Czech SMEs 
using bank products was 64%, compared to 54% for Slovak SMEs (SAFE, 2014). The ratio of 
rejected bank loan applications and unacceptable loan offers to total loan applications was 
15.52% in Slovakia but only 5.28% in the Czech Republic (EC, 2016b). These differences led 
us to expect that Slovak microenterprises might perceive greater impediments to satisfying 
their credit needs than would their Czech counterparts. 

A vast number of studies confirm that larger firms are more likely to access credit than 
are smaller enterprises (Dong & Men, 2014; Cenni, Monferra, Salotti, Sangiorgi, & Torluc-
cio, 2015). The same is true for access to financial services (Beck, Lu, & Yang, 2015; de la 
Torre, Peria, & Schmukler, 2010), and for perceptions about the size of obstacles to finance 
(Canton, Grilo, Monteagudo, & Zwan, 2013; Casey & O’Toole, 2014). But when it comes to 
cross-country comparisons of these issues there is no evidence. To close this research gap, 
this study aims to investigate whether differences exist between the perceptions of Slovak and 
Czech microenterprises in relation to the availability of financing options, and in relation to 
impediments to loans. The regions that microenterprises are located, are also considered to 
examine whether regional differences exist in the perceptions of Czech and Slovak microen-
terprises. Providing the first results on the differences in the perceptions of microenterprises 
will make a substantial contribution to this research area. The research also highlights financ-
ing options for micro-firms, from both their national financial markets and from interna-
tional financing institutions. Being better informed about those financing opportunities will 
benefit all microenterprises. The results may also have policy implications for governments 
and for national and international lenders. 

The rest of the paper is organized as follows. Section 1 briefly addresses the theoretical 
issues about the financial sources and credit obstacles facing microenterprises. Section 2 
describes our methodology, including our choice of sample. Section 3 presents and discusses 
the results. The final section sums up the main conclusions and policy implications of the 
research. 

1. Literature review

The rise in the importance of microenterprises’ financing around the world has made them 
a popular research area in the recent academic literature. Their size gives them certain ad-
vantages and disadvantages over larger firms in finding and gaining financing options. But 
their flexible structure and small scale of operation can allow them to be very responsive to 
their customers’ demands. This may provide some protection against economic crises and 
market fluctuations (Villanger, 2015), for example by quickly reacting to changing environ-
ments (Deller & McConnon, 2009). Microenterprises usually seek only a small amount of 
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credit and have very limited training activities in their operations (Panda, 2018). The pro-
portion of nascent and closed firms is higher in micro-firms than in larger businesses. Most 
microenterprises have few plans to develop their businesses and have only limited income, 
profit and competencies (Villanger, 2015). In this regard, they need financing to continue 
their activities. 

When it comes to financing choices, pecking order theory should be considered. This 
is because the existence of information asymmetry and high costs of external sources for 
SMEs make them first apply their internal resources, and then if needed they look for 
financing options from external sources (Serrasqueiro & Caetano, 2015) that consist of 
informal and formal financing. Informal financing sources include customers, suppli-
ers (Baptista, Ramalho, & da Silva, 2006), pawnbrokers, moneylenders, private money 
houses, informal banks (Ayyagari, Demirguc-Kunt, & Maksimovic, 2010), credit and 
gifts from family, friends, informal organizations, and trade credits. Formal financing 
sources involve credits from banks, credit cooperatives (Beck et al., 2015), micro finance 
institutions and international development organizations (Gbandi & Amissah, 2014). Be-
cause of their insufficient savings, microenterprises are disposed to try to access credits 
from those informal and formal external sources. But the amount of external financing 
is more for larger ventures than smaller firms (Achleitner, Braun, & Kohn, 2011) and 
the financial obstacles that microenterprises encounter in credit access are greater than 
those facing large enterprises (Saarela, Jokela, Eija-Riitta, Muhos, & Leviakängas, 2016). 
According to Canton et al. (2013), the size of firms impacts on their perception of access 
to credit, with microenterprises having the lowest expectations.  

Asymmetric information might be the underlying reason for the financial obstacles 
and the lower numbers of financing sources available to microenterprises. This is because 
these businesses are not listed in the stock market, provide less transparent information 
about their investments, abilities (Neuberger & Rathke, 2009) and financial statements 
compared to large enterprises (Beck et al., 2015). Difficulties in reducing this information 
gap (Brown, Garguilo, & Mehta, 2011) and the poor credit history of firms complicates 
the estimations of financial institutions regarding the probability of default by these firms 
(Canton et al., 2013). Incorrect calculations of the probability of default can influence fi-
nancial providers’ credit decisions and lead them to experience higher credit risks and to 
hold excessive numbers of non-performing loans in their portfolios.

Corresponding to the financing of microenterprises in Czech and Slovak Republic, the 
European Progress Microfinance Facility (EPMF), the European Investment Fund, the Euro-
pean Investment Bank, the European Commission, the COSME program, the EU/EBOR and 
Jasmine programs encourage micro finance organizations. These organizations also collabo-
rate with local banks, leasing and investment institutions to support SMEs and provide micro 
credits for startups (Bondareva & Zatrochova, 2014). The volume of funding for microenter-
prises in financial markets can be increased by creating more options, and governments other 
policy makers and NGOs can help reduce the gap between microenterprises and larger com-
panies. By being aware of more of the formal and informal institutions that provide financing 
options for them, microentrepreneurs can also see that there may be adequate sources of 
finance for them in the financial market. However, Bondareva and Zatrochova (2014) and 
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Sobeková Majková, Solík, and Sipko (2014) investigated Slovakian SMEs and resulted that 
high cost of credits and low amount of investments and state supports were the reasons for 
reduced credit access of Slovak firms. On top of that, while the amount of new SME lend-
ing differs from 3910 million euro to 4018 million euros between the years of 2014−2016 
in Czech Republic, the amounts for new SME lending in Slovakia are 2603 and 3087 
million euros respectively (OECD, 2018). This result makes it clear that, more funding 
amount exists in Czech market to finance SMEs in comparison with Slovakia. For this 
reason, it can be assumed in the hypothesis that more Czech micro firms can positively 
perceive the financing adequacy in their market than their Slovakian counterparts. 

On the other hand, in comparison to larger firms, microenterprises have less equity 
(Neuberger & Rathke, 2009), and collateral (Beck et al., 2015), fewer incomes (Larson & 
Shaw, 2001), less capital and management capabilities (Villanger, 2015), limited earning po-
tential, and a lack of opportunities to benefit from government subsidies (Eversole, 2004). 
These are also determinant factors for the high credit risk of microenterprises. Having 
borrowers with those disadvantages cause higher credit risks for financial providers be-
cause the probability that microenterprises can repay the credit decreases. To deal with the 
troubles of information asymmetry and credit risk, banks are reluctant to provide credits 
for microenterprises (de la Torre et al., 2010) or set too many criteria (Pandula, 2015), strict 
lending conditions and procedures (Garcia-Teruel, Martinez-Solano, & Sanches-Ballesta, 
2014) such as charging microenterprises higher rates (Villanger, 2015). All these practices 
change banks’ approach on microenterprise financing and supports so they may not be inter-
ested with microenterprises’ needs. Although these criteria differ regarding the characteristics 
of firms and entrepreneurs such as age, gender, education and experience (Cowling, Liu, & 
Ledger, 2012) all microenterprises can perceive those activities negatively. Moreover, ease of 
doing business and the quality of business environment are other significant indicators that 
may impact on banks’ approach on SMEs financing. For instance, worsening in business 
environment such as high tax and insurance costs and frequently changes in the law made 
Slovakian banks to create more difficulties for SMEs’ financing (Sobeková Majková et al., 
2014). The ranks from Ease of doing business index for Czech Republic and Slovakia are 30 
and 39 respectively (World Bank, 2018). Those facts can be evidences that the conditions 
in Czech market are better than Slovak market. Hence, an assumption can be made in one 
of hypotheses of this study that Slovakian microenterprises more negatively perceive banks’ 
approach on them than Czech firms do. 

Obstacles to financing microenterprises in different countries can include monetary 
policies (Casey & O’Toole, 2014), the quality of the financial institutions, the invest-
ment climate (Beck, Demirguc-Kunt, Laeven, & Maksimovic, 2006), turbulent, hostile, 
business environments (Khan & Quaddus, 2015), taxes and regulations (Berger & Udell, 
2006), legal, financial, market-based and macroeconomic factors, market structure and 
size, and financial risks in the markets (Panda, 2018). Canton et al. (2013) also argue 
that enterprises operating in countries with higher GDP per capita face reduced finan-
cial constraints. According to the World Bank (2016), GDP per capita in the Czech 
Republic was 18483.7 USD, while in Slovakia it was 16529.5 USD. By investigating 193 
SMEs in Slovakia, Ivanová (2017) reveals that 77% of these firms encounter obstacles to 
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gain credits from external sources because of the complicatedness in credit acceptance 
procedures and the strictness in criteria to evaluate their financial conditions. Belanova 
(2013) also showed that problems related with collateral, the size of firms, lack of prof-
its, administrative burdens, and lengthy application procedures are the main obstacles 
to SMEs’ accessing credit. Bondareva and Zatrochova (2014) noted that getting loans 
was becoming more difficult and expensive in Slovakia so these trends were limiting 
investment and access. In a wider comparative setting Canton et al. (2013) found that 
46% of Slovak and 48% of Czech microenterprises perceived their credit access position 
as difficult. However, Canton et al. (2013) only considered bank loans in their analyses. 

The successful development of economy is based on the efficient and stable perfor-
mance of commercial banks (Gavurova, Belas, Kocisova, & Kliestik, 2017). Operating in 
a well-developed banking sector is an important determinant of the availability of bank 
credits for microenterprises (Dong & Men, 2014). The more branches a bank has the 
more credit it can provide (Beck et al., 2015; Y. Shen, M. Shen, Xu, & Bai, 2009) and the 
wider is its range of products (Narender & Venu, 2010) and the better is the fit with the 
needs of its clients (Wangmo, 2015). In addition the greater the degree of competition 
between banks, the better the lending conditions for microenterprises (Dong & Men, 
2014; Shen et al., 2009). 

Relationship lending is another factor that might impact banks’ approaches on mi-
croenterprises’ financing. Information asymmetry between banks and microenterprises 
can be reduced by relationship lending (de la Torre et al., 2010), so banks can reduce 
collateral requirements (Rahman, Belas, Kliestik, & Tyll, 2017) and offer these businesses 
more credit opportunities (Cenni et al., 2015). More and longer relationships provide 
banks with more and better data on SMEs (Neuberger & Rathke, 2009; Cenni et al., 2015; 
Petersen & Rajan, 1994). Banks therefore have more confidence in their decisions and 
may supply more credit.

Corresponding to the rigorous bank lending criteria for microenterprises, econo-
mies of scale play an important role in banks’ lending activities. This is because smaller 
firms imply higher transaction, information, screening, monitoring costs for banks to 
evaluate credit rating of these firms (Okura, 2008). Moreover, administrating cost and 
providing credits to microenterprises is costly for banks (Bhattacharya & Londhe, 2014). 
Banks also require relatively more collateral from firms to reduce information asym-
metry, credit risks, supervising and monitoring costs (Yildirim, Akci, & Eksi, 2013) and 
charge riskier firms higher interest rates (Blazy & Weill, 2013). They apply these regula-
tions to reimburse the amount of credit that is given to smaller enterprises, to reduce 
their credit risks (Berger, 1989), to protect themselves against credit default problems 
and potential losses (Rahman et al., 2017; Kliestik, Misankova, Valaskova, & Svabova, 
2018). If credit risk falls then banks may charge lower interest rates (Berger & Udell, 
1995), ask for less collateral, and provide better contract conditions for these enterprises 
(Menkhoff, Neuberger, & Rungruxsirivorn, 2012), as negative perceptions of enterprises 
fall (Canton et al., 2013).

On the other side, depending on competition in finance (Shen et al., 2009; de la 
Torre et al., 2010) and banks’ power in the market, (Ryan et al., 2014; Carbo, Rodriguez-
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Fernandez, & Udell, 2009), their size (Berger, Goulding, & Rice, 2014; Berger & Black, 
2011) and market shares (Mudd, 2013), influences banks’ ability to raise finance costs 
(Canton et al., 2013; Cenni et al., 2015), or otherwise limit credit to microenterprises 
(Shen et al., 2009). As their borrowing costs rise microenterprises’ investment opportuni-
ties fall relative to those of larger firms (Berger, 1989). This can be another reason why 
microenterprises tend to have inadequate internal resources and relatively few assets to 
collateralize for their credit needs.

When it comes to barriers to accessing external credit some additional factors may be 
influential. Most of microenterprises operate in less competitive environments, such as 
in rural areas (Thapa, 2015). So financial institutions in rural areas may have enhanced 
market power and provided relatively costly loans. In the absence of a well-organized 
financial structure, informal organizations may become more important sources of loans. 
But these tend to be relatively small, costly, and for short durations (Beck et al., 2015; 
Osei-Assibey et al., 2012). Some studies that focus on regional differences especially in 
business environment and SMEs’ financing are also in existence in the literature. Because 
of the various factors and their impacts in market economy, regional differences come to 
existence (Koisova, Habanik, Vinglerova, & Rozsa, 2017). In their study, Fila and Kučera 
(2015) reveal that amount of investments differ in various regions in Slovakia especially 
among Bratislava and others. Closeness of bigger cities, suppliers, customers, labor force, 
national sources, financing providers and technical opportunities have impact on the 
selection of the location of firms. By analyzing Slovakian SMEs, Koisova et al. (2017) 
prove that the perceptions of SMEs about sufficiency of banks products differ in various 
regions. Therefore, geographic location of firm can also play a determining role in the 
perception of financing availability and credit obstacles for microenterprises too. For 
those reasons, one of the hypotheses in this study will be set up as whether location has 
statistically significant influences on the perception of microentrepreneurs regarding 
financing availabilities and easiness of credit access.

2. Aim, methodology and data

The aim of the paper is to investigate and explore the differences between Czech and Slovak 
microenterprises regarding to their perception of availability of financing sources and the 
obstacles that they face when accessing these sources.  In line with this selected purpose, 
four survey questions selected. Corresponding with the financing of SMEs, following two 
survey questions were selected: Question 1 “There is enough money on the financial markets 
to finance SMEs” and Question 2 “The Banks accept our needs and help us”. Other survey 
questions that evaluate perceptions of microentrepreneurs regarding financing obstacles are 
Question 3 “Banks use too rigorous criteria when granting business loans” and Question 4 
“SMEs have more barriers in gaining access from external sources (financial markets, bank 
loans and state loans)”. The responses were scored using a five-point Likert scale: 1 − strongly 
agree, 2 – agree, 3 – hold no position, 4 – disagree, 5 – strongly disagree.

Five hypotheses were tested to explore the differences in perceptions. The literature re-
view suggested that the Slovak microenterprises would perceive more obstacles to finance 



Journal of Business Economics and Management, 2019, 20(2): 244–267 251

and would have more negative aspects on adequacy of financing than their Czech com-
parators. It is also suggested that since microenterprises located specifically in structurally 
affected regions are able to receive the funding through the special support programs, the 
entrepreneurs from these regions may perceive the financing tools as more accessible. The 
hypotheses were as follows: 

H1: There is a statistically significant difference between the perceptions of Czech and Slo-
vak microentrepreneurs regarding the adequacy of financial market funding sources for SMEs. 
The research presumes that Slovak microenterprises are more likely to disagree, or strongly 
disagree with the statement that “There is enough money on the financial markets to finance 
SMEs”.  

H2: A statistically significant difference exists between the opinions of Czech and Slovak 
microentrepreneurs in relation to the banks’ approaches on SMEs financing. The research ex-
pects that more Slovak microenterprises would dissent from the view that “Banks accept our 
needs and help us”. 

H3: There is a statistically significant difference between the opinions of Czech and Slovak 
microentrepreneurs regarding the view that Banks use too rigorous criteria when granting busi-
ness loans. The study presumes that more Slovak microenterprises agree or strongly agree 
with this statement. 

H4: A statistically significant difference exists between the opinions of Czech and Slovak mi-
croentrepreneurs’ on the statement that “SMEs face more barriers in gaining access to external 
sources (financial markets, bank loans and state loans”. The study assumes that fewer Czech 
microentrepreneurs will agree or strongly agree with this statement. 

H5: The location has a statistically significant impact on the opinions of Czech and Slovak 
microentrepreneurs’ in relation to the volume and ease of access to finance. The zero-hypothesis 
assumes that the values are randomly distributed, it means that the location of the respon-
dents does not affect their opinion.

To explore the differences between the Czech and Slovak microenterprises, Chi-Square 
and Pearson statistics were calculated and assessed at 5% and 10% confidence levels. P-values 
that are lower than these confidence levels cause us to accept the alternative hypotheses and 
to reject the null hypothesis of the non-existence of statistically significant differences in the 
perceptions of Czech and Slovak microenterprises. Moreover, to find out whether significant 
differences exist in the individual responses, the research employs the Z score test for 2 popu-
lation proportions. The calculations were carried out using Microsoft Excel and free software, 
namely Social Science Statistics (n.d.). The Moran’s I index was used for the verification of 
the hypothesis H5. Due to the small number of regions and the shape of the Slovak Republic 
the significance of the Moran coefficient was determined by the Monte Carlo method (99 
999 permutations). In case of the Moran I index significance, local Moran coefficients is 
performed to identify the regions that cause spatial autocorrelation.

Table 1 depicts the structure of the Czech and Slovak microenterprises, that take part 
in our research. These microenterprises were represented by their founders and/or own-
ers. Since the number of the employees in these enterprises ranks them as microenter-
prises (European Commission, 2016), the only question is whether the representatives of 
these companies are entrepreneurs. An entrepreneur is a person who is the main player to 
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establish a new firm, who takes the financial risks of this activity in the hope of receiving 
a profit. Even though many risks exist in the creation of a new enterprise, an entrepreneur 
determines, creates or finds chances and takes all responsibilities to discharge them regarding 
required procedures (Mueller, Vlory, & Von Siemens, 2012). On top of that, entrepreneurs are 
also owners of firms, who look for opportunities to create values and to drum up their busi-
ness by determining and exploring new activities such as creating new products and services 
(OECD & The European Commission, 2014). Since all the respondents of the investigated 
surveys in this study fulfill the described definitions, we consider them to be entrepreneurs, 
and the size of their enterprises allows to rank them as microentrepreneurs. 

The datasets from the Czech Republic and Slovakia come from two separate ques-
tionnaire surveys on SMEs in these countries. The study included 1027 microenterprises 
(65.04% of SMEs) from a total of 1579 Czech and Slovakian SMEs. The survey on the qual-
ity of the business environment facing Czech SMEs was administered in 2015. The online 
survey contained 52 questions. 1650 respondents from all 14 regions of the Czech Republic 
were selected randomly from the Albertina database, and after emails and phone calls 1141 
of them completed the survey. 740 of the Czech SMEs (64.85% of the respondents) were 
microenterprises. The stratified random sampling technique was applied. The firms were 
divided into different strata and a sample was selected representing the different strata 
randomly. The strata were determined by based on geographical regions. The firms were 
selected representing 14 regions of Czech Republic and 8 regions of Slovakia. The number 
of microenterprises included in the samples for each region was identified in proportion 
of the total number of microenterprises available in that region. The same methods were 
followed to collect data from Slovakian respondents. A random selection of appropriate 
companies from all 8 regions of Slovakia was made from free database of Slovak businesses 
accessible on www.vsetkyfirmy.sk. To collect data from Slovakian SMEs an online survey, 
“Financial Risk of SMEs in Slovakia”, containing 60 questions was created and administered 
in 2016. 438 SMEs filled in this survey, of which 287 (65.52%) were microenterprises.

Table 1. The structure of the selected samples (source: own processing)

Variables

Czech Slovak

Micro-
enterprises, 

%

Number of 
respondents

Micro-
enterprises, 

%

Number of 
respondents

Length of 
doing business

More than 10 years 52.70% 390 39.72% 114
Less than 10 years 47.30% 350 60.28% 173

Education
Minimum university 29.05% 215 66.55% 191
Less than university 70.95% 525 33.45% 96

Gender
Men 72.97% 540 68.64% 197
Women 27.03% 200 31.36% 90

Age of 
entrepreneur

More than 35 years old 70.68% 523 55.40% 159
Less than 35 years old 29.32% 217 44.60% 128

Total 100% 740 100% 287
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3. Results and discussion

Table 2 shows the results regarding the perceptions of Czech and Slovak microenterprises 
about the financing of SMEs by financial market and banks. As noted, Question 1 was intend-
ed to reveal the perceptions of microentrepreneurs in relation to the existence of adequate 
funding options in the financial market. A Chi-square test (p-value = 0.00001) confirms the 
existence of differences between Czech and Slovak microenterprises regarding financing of 
SMEs by financial markets. The Z score (p-value = 0.0002) confirms that the differences 
between their perceptions are statistically significant.

Table 2. Differences in the perception of microenterprises’ financing from financial markets (source: 
own processing)

There is enough money on the financial  
markets to finance SMEs

Question 1 P values from  
Z scoreCzech Firms Slovak Firms

Strongly agree and agree 153
(20.68)

87
(30.31) 0.0010 

Hold no position 366
(49.46)

80
(27.88) 0.0000

Strongly disagree and disagree 221
(29.86)

120
(41.81) 0.0002

Total number of microenterprises 740 287
 Chí-square 39.2954

P-values from Chi-Square 0.00001

41.81% of Slovak respondents strongly disagree or disagree with the opinion that 
enough funds exist in the market to finance SMEs, while only 29.86% of Czech mi-
croentrepreneurs have similar opinions to their Slovak counterparts. A significant and 
substantially higher proportion of Slovak microentrepreneurs feel there is insufficient 
support from financial market for them. According to these results, the study supports 
the corresponding hypothesis (H1). This result is similar with the finding of the studies of 
Bondareva and Zatrochova (2014) and Sobeková Majková et al. (2014) that report negative 
perception of Slovak entrepreneurs regarding amount of financing for Slovak SMEs. 

In Table 3, aspects of microenterprises’ views on bank financing are assessed by responses 
to Question 2. The results from the Chi-Square and Z scores (p-values = 0.000189 and 0.0000 
respectively) in this table confirm there are statistically significant differences between the 
two sets of perceptions. More than half the Slovak microenterprises have negative percep-
tions of the banks’ approach on SMEs financing. Only 36.76% of Czech microenterprises 
have similar perceptions. We can accept the H2 hypothesis. 

This result is in the same line with the finding of Sobeková Majková et al. (2014) that 
corroborate the worsening in Slovak Banks’ approaches on SMEs. Because of deterioration 
in Slovak business environment, the banks in Slovakia could have tightened credit terms 
for microenterprises and could have made Slovak microentrepreneurs to feel banks’ ap-
proach negatively. Having a lower ranking from Ease of Doing Business score for Slovakia 
can be an evidence for this situation.
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Table 3. Differences in the perception of microenterprises’ financing from banks (source: own processing)

Banks accept our needs and help 
us

Question 2 P values from  
Z scoreCzech Firms Slovak Firms

Strongly agree and agree 249
(33.65)

77
(26.83) 0.0348

Hold no position 219
(29.59)

64
(22.30) 0.0187

Strongly disagree and disagree 272
(36.76)

146
(50.87) 0.0000

Total number of microenterprises 740 287
 
 Chí-square 17.1451

P-value from Chi-Square 0.000189

Although many organizations help Slovak enterprises, in 2016 the level of government 
loan guarantees and business loans for SMEs and new businesses was higher in the Czech 
Republic than in Slovakia. The Czech Republic also has special loan guarantees and credits 
for startups and a SMEs bank that consults with these firms on their activities, namely the 
Czech-Moravian Guarantee and Development Bank. But Slovakia does not provide these 
financing options for Slovak enterprises (OECD, 2018). Because they were being informed 
about these financing options, Czech microentrepreneurs might have been less likely to 
disagree with the chosen statements. On the other hand, some studies observe that the 
amount of external financing is greater for older entrepreneurs (Achleitner et al., 2011; 
Cowling et al., 2012). This is because older entrepreneurs have had time to develop wider 
networks (Duman, 2009) and thus are better informed about the available financing op-
tions. In this study, 29.32% of Czech microentrepreneurs are younger than 35, while the 
percentage for Slovak microentrepreneurs is 44.6%. This may be part of the reason why 
Slovak microentrepreneurs feel that financial markets and banks do not provide enough 
financial support for them. 

Furthermore, the longer a firm operates the longer is has had to gain knowledge of and 
experience with external financial institutions. Older microenterprises may also have more 
and better evidence of efficient past performances for lending officers to access (Neuber-
ger & Rathke, 2009). Hence, an older firm may have better access to loans (Osei-Assibey 
et al., 2012). In the data set 47.3% of Czech microenterprises were less than 10 years 
old, compared to 60.28% of Slovak firms. If that age difference translates into fewer loans 
for Slovak firms then this might also in part explain why a higher proportion of Slovak 
microenterprises disagree or strongly disagree with the view that financial markets have 
enough funds for them and banks helps them to fulfil their needs. In this regard, Slovakian 
government can corroborate with other countries to increase funding options for SMEs. 
Although, Slovakia has some agreements such as Agreement of European Economic Area 
and Norway grants the amount of grants for Slovakia is less than Czech Republic 113.1 
and 184.5 million euros respectively (European Economic Agreement Grants and Norway 
Grants, 2018). For this reason, the Slovakian government can make more efforts to get 
higher amount of funds for SMEs. 
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Table 4. Differences in the perception of bank loan obstacles (source: own processing)

Banks use too rigorous criteria  
when granting business loans

Question 3 P values from  
Z scoreCzech Firms Slovak Firms

Completely agree and agree 350
(47.30)

158
(55.05) 0.0257

Hold no position 284
(38.38)

90
(31.36) 0.0357

Completely disagree and disagree 106
(14.32)

39
(13.59) 0.7641

Chí-square 5.3915
P-values from Chi-Square 0.067491

Table 4 summarizes the findings on Slovak and Czech microenterprises’ views on 
the difficulty of banks’ lending criteria. Question 3 focuses on banks’ lending terms. The 
Chi-square and Z score statistics are significant at the 10% confidence level (p-values = 
0.067491 and 0.0257 respectively). There is a significant difference between the perceptions 
of Czech and Slovak microenterprises in relation to banks’ lending conditions. 55.05% of 
Slovak entrepreneurs feel that banks’ lending criteria are too strict while 47.3% of Czech 
enterprises feel the same. Owing to the higher percentage from Slovak respondents, the 
research corroborates the view that Slovak microenterprises perceive more obstacles in 
their access to bank loans than Czech microenterprises do. The result supports the H3 
hypothesis. 

Table 5. Differences in the perception of constraints from external sources (source: own processing)

SMEs have more barriers in gaining access  
to external sources (financial markets,  

bank and state loans)

Question 4 P values from  
Z scoreCzech Firms Slovak Firms

Strongly agree and agree 346
(46.76)

179
(62.37) 0.0000

Hold no position 277
(37.43)

71
(24.74) 0.0001

Strongly disagree and disagree 117
(15.81)

37
(12.89) 0.2380

Total number of microenterprises 740 287
 
 Chí-square 20.8692

P-values from Chi-Square 0.000029

Table 5 summarizes the findings of the study on Question 4. This assesses Czech and 
Slovak microentrepreneurs’ views on barriers to external sources. The Chi-Square and Z 
scores are significant (p-values = 0.000029 and 0.0000 respectively) and therefore the study 
confirms the H4 hypothesis. 62.37% of Slovak microentrepreneurs agree or strongly agree 
that SMEs face more obstacles to access loans from external sources, compared to 46.76% 
of Czech respondents. This fact also vindicates the assumption of the study in the H4 
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hypothesis that fewer Czech microentrepreneurs will agree or completely agree with this 
issue than their Slovakian counterparts. However, those results contradict the findings of 
Canton et al. (2013) that observed a similarity between Czech and Slovakian microenter-
prises’ perceptions of credit access impediments. 

Respondents in the questionnaire had the choice of one of five options that represented 
a degree of agreement with the statement. The point assessment (without prejudice to 
generality) was chosen to put the positive values in line with the positive replies, the nega-
tive with the disagreement and the zero point as an expression of the indifferent opinion. 
Since the data set included only the information about the region where the enterprise is 
located, the calculations were made for all regions in the Czech Republic and Slovakia. The 
values of answers for each region were set as an average value of respondents’ responses 
from this region (Table 6).

Table 6. Average values of the answers of the respondents from the selected regions (source: own 
processing)

State Region Question 1 Question 2 Question 3 Question 4

Slovakia Žilinský −0.3250 −0.3750 0.5250 0.6000

Slovakia Prešovský 0.0769 −0.3846 0.6923 1.1538

Slovakia Trenciansky 0.0000 −0.3333 0.5238 0.5714

Slovakia Košický −0.2500 −0.3750 0.5000 0.3750

Slovakia Bratislavský −0.0748 −0.2789 0.5034 0.6395

Slovakia Banskobystrický 0.1429 −0.6429 0.6429 0.7143

Slovakia Trnavský −0.1333 0.0000 0.8667 0.2000

Slovakia Nitriansky −0.1379 −0.3103 0.5172 0.8276

Czechia Liberecký −0.2326 0.0233 0.3256 0.2558

Czechia Ústecký 0.5000 0.5000 0.5000 0.5000

Czechia Praha 0.1212 0.0303 0.5455 0.4242

Czechia Karlovy Vary 1.5000 0.0000 −0.5000 0.0000

Czechia Královehradecký −0.1538 0.1538 0.3846 −0.0769

Czechia Středočeský −0.1875 0.0000 −0.0625 0.5000

Czechia Plzeňský −0.1250 −0.1667 0.3750 0.5833

Czechia Pardubický −0.2692 −0.2308 0.4615 0.4231

Czechia Olomoucký −0.0882 −0.0588 0.3824 0.3529

Czechia Moravskoslezský −0.1534 −0.1477 0.4716 0.3750

Czechia Vysočina −0.2308 0.0769 0.3077 0.5385

Czechia Jihočeský 0.1429 −0.2857 0.4286 0.2857

Czechia Zlínský −0.1095 −0.0697 0.3085 0.3980

Czechia Jihomoravský −0.1341 −0.0488 0.2195 0.3780
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Table 7 presents test results of spatial autocorrelation in case of Slovakia. The results 
in case of questions 1 and 3 show negative spatial autocorrelation. The value of agreement 
with question 2 shows positive spatial autocorrelation. In case of the question 4 no spatial 
autocorrelation was identified, so the views of the respondents are not influenced by the 
location of their business.

Table 7. Results of spatial autocorrelation testing (source: own processing)

Question 1 Question 2 Question 3 Question 4

Moran’s I Index −0.5521 0.2437 −0.5978 −0.2797
P-value 0.02597 0.0015 0.00278 0.28571
Spatial 
autocorrelation

Significant,  
negative

Significant,  
positive

Significant,  
negative

Nonsignificant

The main source of the negative spatial autocorrelation in case of question 1 were 
Žilinský (−0.2500) and Košický (−0.3250) regions. The microentrepreneurs from these 
regions to a significantly lesser extent assume that there is enough money on the financial 
markets to finance SMEs. While Žilinský region is not listed in the list of the least developed 
regions of Slovakia that receive special aid, Košický region is (Central Office of Labour, 
Social Affairs and Family of Slovakia, 2018). We can also state that microentrepreneurs 
from the western (more developed) regions of Slovakia expressed less intense disagreement 
with the statement that the banks accept the needs of the entrepreneurs (question 2). The 
negative autocorrelation in case of the question 3 is caused by the average values in case of 
Bratislava region (0.5034) surrounded by the surprisingly high values from Trnava region 
(0, 8687 − the highest value in the SR). In case of Slovakia we can confirm the hypothesis 
H5 in relation to Questions 1, 2 and 3. The results show that state support of the less devel-
oped regions does not affect the perception of the funding availability for microenterprises 
in Slovakia. Thus, regional differences exist in the perception of Slovakian microentrepre-
neurs regarding funding availability and banks approaches on microenterprise lending. Fila 
and Kučera (2015) find similar results that regional dissimilarities exist in Slovak business 
environment. On the contrary, Koisova et al. (2017) corroborates that there is no difference 
between regions of Slovakia regarding banks’ lending criteria. Figure 1 shows the results 
of spatial autocorrelation testing of the map of Slovakia.

Figure 1. Results of spatial autocorrelation testing in case of Slovakia (source: own processing)
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Table 8 presents test results of spatial autocorrelation in case of Czechia. The results 
in case of question 3 show negative spatial autocorrelation. The value of agreement with 
question 1 shows positive spatial autocorrelation. In case of the questions 2 and 4 no spatial 
autocorrelation was identified, so the views of the respondents are not influenced by the 
location of their business.

Table 8. Results of spatial autocorrelation testing in case of Czechia (source: own processing)

Question 1 Question 2 Question 3 Question 4

Moran’s I Index 0.1649 −0.0294 −0.3409 −0.1650
P-value 0.03641 0.37354 0.01233 0.32276
Spatial  
autocorrelation

Significant,  
positive

Nonsignificant Significant,  
negative

Nonsignificant

It is remarkable that in addition to significantly more positive replies, no spatial auto-
correlation was found in relation to the statements that Banks accept our needs and help us 
in case of the Czech microenterprises. The main source of the positive spatial autocorrela-
tion in case of question 1 were Královehradecký (−0.1538) Pardubický (−0.2692) regions. 
The main source of the negative spatial autocorrelation in case of question 3 was Ustecký 
region, but the results may be affected by a low number of the respondents from this re-
gion (2). Figure 2 shows the results of spatial autocorrelation testing in case of Czechia 
on the map.

Figure 2. Results of spatial autocorrelation testing in case of Czechia (source: own processing)

While the regions with concentrated state support are mostly located in the eastern part 
and near the borders in the northern part of the Czechia, these regions do not demonstrate 
the sings of the spatial autocorrelation in case of the questions 1 and 4. Figure 3 shows the 
map of Economically problematic regions (Ministry of Local Development of Czech Repub-
lic, 2013).

In case of Czechia we can confirm the hypothesis H5 in relation to Questions 1 and 3. 
The results show that state support of the less developed regions does not affect the percep-
tion of the funding availability. On the other hand, perceptions of Czech microenterprises 
related with banks’ lending criteria differ in different regions of Czech Republic. Although 
these differences exist in the regional level, some policies should be implemented by efficient 
players of Czech and Slovak Republic to make entrepreneurs perceive these issues in similar 
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manner. For instance, new microfinancing institutions can be set in both countries and they 
can mainly focuses on regional financing differences. Those institutions can aim to provide 
equal conditions for microenterprises from various geographical regions. Moreover, govern-
ments can control approaches and credit conditions of banks in microenterprises’ financing 
to prevent the differences in banks’ lending policies. 

According to Beck et al. (2006), enterprises that operate in countries with higher scores 
on an economic freedom index face lower obstacles to access bank loans. The economic 
freedom index of Czech Republic is 74.2, while the score of Slovakia is 65.3 on a 0−100 scale 
(Heritage, 2018a, 2018b). Hence, having a lower score from this index can be the reason 
why Slovakian microenterprises perceive more difficulties in gaining credits compared to 
Czech micro-firms. Moreover, some studies suggest that older firms encounter fewer credit 
constraints (Canton et al., 2013; Beck et al., 2006), make more credit applications (Presbitero 
& Rabellotti, 2016) and get more credits than for younger firms (Mudd, 2013; Dong & Men, 
2014) According to Canton et al. (2013) firms that have been operating for less than 10 
years have the worst perception of loan accessibility. The reason is that being in business for 
longer allows enterprises to get more experience and to contact more people and institutions 
that encourage them (Thapa, 2015). This may explain part of the difference in perceptions 
between Slovak and Czech microentrepreneurs.

In addition to the financial support provided by the Slovak government and other in-
stitutions such as the Microloan Program run by the Slovakian Business Agency, new mi-
crocredit or microfinance institutions, microenterprise development programs, non-profit 
financial intermediary organizations, microlending projects and programs, saving and credit 
cooperatives, intermediary programs, microenterprise zones, and microenterprise assistance 
programs can be set up or encouraged by government to ease access conditions and increase 
credit volumes. For instance, microfinance institutions do not ask for collateral that needs 
to be shown by borrowers to get credit (Ariful, Das, & Rahman, 2017). These institutions 
encourage microenterprises that urgently need credits and provide a wide range of credit 
options for microenterprises to ease credit access conditions (Atmadja et al., 2016). 

Furthermore, microenterprise development programs provide financial support for mi-
croenterprises (Thapa, 2015) and include technical and entrepreneurial education for mi-
croenterprises. By doing so, these programs motivate entrepreneurs to get into the markets 
to reduce the income gap between microenterprises and larger firms (Prentice, 2017). The 
Slovak government could create such programs not only to support mature or experienced 

Figure 3. Results of spatial autocorrelation testing in case of Czechia (source: own processing)
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firms but also to encourage less experienced, younger and startup microenterprises. The 
goverment could also increase the level of incentives and grants for microfinance organiza-
tions and microenterprises to develop them.  

Nonprofit intermediaries also supply supervision and training support for poor entrepre-
neurs to continue their activities. These kinds of institutions also help entrepreneurs create 
and widen their networks by improving knowledge sharing with buyers, suppliers, rivals, and 
other organizations in their business environment. By doing so the performance of microen-
terprises can be significantly improved (Panda, 2018). Savings and Credit Cooperatives are 
other important institutions that supply a wide range of financial products including credits, 
insurance, leasing and money transfers (Brown et al., 2011). By creating microenterprise 
zones, governments can provide supports, subsidies, incentives and privileges for microenter-
prises to enhance microenterprise innovation, to create new products, reduce unemployment 
and improve technology competencies (Welsh, Munoz, Deng, & Raven, 2013). 

A majority of microlending programs assist for the development of microenterprises (Jha 
& Depoo, 2017). The Slovak government could create a microlending project that provides 
loans for unemployed entrepreneurs and for micro-firms that have poor credit histories. 
In addition, microenterprise performance can be improved by microenterprise programs, 
training, external support and financial resources (Munoz, Welsh, Chan, & Raven, 2015). 
For instance, a microcredit platform such as network can be set up by government to bring 
together the financing institutions and micro firms. In order fulfill their needs, microenter-
prises can provide their business plans to these organizations and in case of being accepted, 
they can not only gain financial supports but also can get financial advising and training ac-
tivities. In this case, SMEs can also be more informed how they can use these credits to have 
higher amount of returns from their investment. Moreover, advisors and trainers can increase 
firms’ awareness to find more funding opportunities, can give them more clues for sufficient 
credit application, can improve their financial literacy and inform them for new regulations 
about financing conditions.  Some role models such as famous entrepreneurs also can present 
their story in conferences and workshops that highlight how these entrepreneurs cope with 
obstacles of credit access. Financing institutions can also be participants in these activities. 

Furthermore, having an efficient creditor protection system decreases the financing gap 
between smaller and larger enterprises (Galindo & Micco, 2007). In this regard, creating 
better protection rights for microenterprises can also increase their financing options and 
reduce their financing obstacles. The banks and the government can also take a concrete step 
together to reduce financing obstacles for microenterprises. Banks can require easier lend-
ing conditions for businesses by the support of the government that plays such a guarantor 
role in lending. Moreover, the state can provide tax concession for banks, bring up some 
standards in loan and credit application procedures and make stabilization in the laws to 
reduce banks’ burden in credit extension. For instance, the number of required documents 
and the number of days in credit application can be identified to reduce confusion in these 
processes. By implementing those regulations, ease of getting credit and amount of loans 
for microenterprises can also be increased. All the policy options suggested for the Slovak 
Government and Slovak financial institutions could be replicated by the Czech government 
and Czech financial institutions.  
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Conclusions

The existence of readily accessible, adequate loan options from external financing institutions 
has a crucial importance for microenterprises to carry on their activities, to grow, and to be 
more competitive. In this context, this research aims to discover whether the perceptions of 
microentrepreneurs differ across countries with respect to credit options and loan conditions. 
In line with this objective, the research examined 740 Czech and 287 Slovak microenter-
prises, making comparisons using Chi-Square and Z score statistics. 

One of the simplest conclusions can be drawn as, relatively more Slovak than Czech 
microenterprises perceive problems with the available sources of finance. The reasons why 
Slovakian microenterprises have faced with this issue could be having less experienced, less 
informed and younger owners, having less amount of investments, government guarantees-
supports, business loans and microfinancing institutions. Another important conclusion is 
that more Slovak microenterprises negatively feel banks’ aspects on them in comparison with 
Czech micro-firms. Business environment and ease of doing business might be the reason 
why more Slovakian entrepreneurs negatively perceive banks’ approach.

Considering to the constraints that microenterprises face in financing from external 
sources, it can be concluded that Slovakian microenterprises perceive more difficulties in 
gaining credits than Czech micro firms do. The reasons for these difficulties that more Slo-
vakian firms encounter might be having lower payment discipline especially in credit repay-
ment, being exposed to higher interest rates and higher rejection rate in credit application, 
having lower score from GDP, having more complicated credit acceptance procedures and 
administrative burdens. Those issues make Slovakian micro firms to perceive raised financ-
ing obstacles. 

When it comes to the barriers that microenterprises encounter in bank financing, Slova-
kian microenterprises are more likely to perceive them as financing obstacles in comparison 
with Czech micro-firms. This is because, compared to Czech microenterprises they work 
with less economic freedom and doing business in their market is not easier. On the other 
hand, facing with higher costs in taxes, insurances and credit evaluation might have made 
Slovakian banks to charge microenterprises with higher costs and to apply tight credit condi-
tions for those firms. Moreover, everchanging regulations in law might be caused unsecured 
conditions. To cope with these issues banks might have applied some polities that raise dif-
ficulties for Slovak firms.  

Furthermore, to assess the impact of location factor on the perception of microenter-
prises, the Moran’s I index was applied. The results from this index confirm that constraints 
in microenterprises’ financing do not differ for microenterprises from different regions. But, 
perceptions of financing adequacy for Czech and Slovak microentrepreneurs differ in relation 
with the location of their firms. 

To overcome these problems, the Slovak government should provide more grants, sub-
sidies and funding opportunities for microenterprises, establish new regional microfinance 
institutions to reduce differences in various regions. Besides a control mechanism can be 
set for banks by the government to investigate differences in their lending policies for each 
region. The government can also create new programs, projects and better working environ-
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ment, reduce difficulties in doing business for microenterprises and encourage the existing 
organizations. In doing so Slovakia could raise its GDP, its workforce, its economic freedom 
index score and can generate more income, present quality business environment and easier 
credit access conditions for microentrepreneurs. 

The results of this study can make policy makers to close the financing gap between 
microenterprises in these countries. Even though, Czech microenterprises more positively 
perceive the banks’ approach, funding options and credit availability in their country, lending 
conditions and amount of financial support can still be improved. For this reason, the gov-
ernment and all financing organizations in this market also should take some responsibilities 
to enhance credit availability and to ease credit access of microenterprises.  

Although the research finds significant differences between the selected variables, it only 
covers Slovak and Czech microenterprises. The extent of data collection and use of online 
surveys are further limitations because they only give a snapshot of respondents’ perceptions. 
Further studies could focus on a wider geographical area, cover additional sizes of enterprise, 
involve more variables, more enterprises and a wider range of statistical methods. Moreover, 
other financing options and financing institutions could be considered by further studies. 
All possible obstacles that firms meet in lending could also be included by new scientific 
researches to look these constraints from a broad perspective. These would provide a more 
comprehensive picture of the financing of SMEs. 
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