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Abstract

There is increasing awareness that the current liquidity crisis could lead
to a solvency crisis, as many SMEs compensate declining revenues by taking
on more debt, often with government support. In 2020 the level of insolvencies
and bankruptcies were kept in check, the number of bankruptcies is expected to
spike in 2021. This raises the question of efficiency of ecosystem, about policy
approaches to support SMEs in need of finance, while not overburdening them with
debt, what motivated the authors of the paper to research the banking loans as the
access to external sources of finance within the SMEs ecosystem support. Also is
analyzed the quality of the sub-dimensions, the legal and regulatory framework,
collateralization options, credit information systems and the financial literacy.
Descriptive statistical methods, as well as field and desk research, were used in the
elaboration of the results. Key results confirmed that SMEs create more lucrative
returns to the whole national economy in the improved access to finance if provided
with better service models enabled by technology and new propositions as clients
- the hypothesis of the research.
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EKOCUCTEM MSP U IIOAPIIKA ®PUHACHUPAIHLA
BAHAKA Y CPBUJH

AncTpakr

Jaua ceecm o mozyhnocmu oa 6u mexyha Kpuza auUKGUOHOCMU MO21IA 008eCU
00 Kpuse coneenmnocmu, jep muoea MSP nadoxualyjy ceoje onadajyye npuxode
npeysumarem eeyez Oyea, uecmo y3 Opacasny noopuiky. 2020. codune Huso
UHCONBEHMHOCMU U OAHKpoma je jout ouno mozyhe Konmponucamu, 00K ce HUX080
nogehiarve ouexyje y 202 1. 2oounu. To nocmaswma numarse epukacrocmu ekocucmema
u nonumuka noopuike MSP kojuma cy nompebna y 08um OKOTHOCIUMA YPUHAHCUJCKA
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cpedcmea Koja ux ucmospemeHo He Ou 0osoouna y oooamHa Oyeosarba. Osa
nUMarea Cy MOMUSUCANA aymope 0ay pady ucmpaice npucmyn CHOAbHUM U360PUMA
QuHnancuparea -OaHKapcKuM Kpeoumuma y okeupy exocucmema noopuike MSP. ¥V paoy
ce Oabe aHanu3upa Keanumem opyeux OUMeH3Uuja, npagHoe u pecyiamopHoz oKeupd,
onyuje Konamepausayuje, KpeoumHoz UHGOPMayuonoe cucmema u QuUHAHCUjcKka
nucmenocm. 'V pady cy Kopuuijene Oeckpunmuene CmMamucmuuke Memooe, Kao
U mepencka u 0eck ucmpagicugarba. Kwyunu pesynmamu nomspounu cy oa maia u
cpeora npe0y3eub Ccmeapajy YHOCHUje npuxooe Yenoj HAYUOHATHO] eKOHOMUJU aKO
UM ce y KeanumemHom npucmyny OanKapCKum U3gopuma QUHAHCUparsa npyicajy u
00bU MOOenU YCity2a, MeXHONOWKY HANPEOHUjU Kao KIUjeHMUMAa-uimo je u Xunomesa
0602 ucmpadicusarba. CKyna pe2yrayuja QUHAHCUCKUX MPoICUWIma, Hepaseujene
uieme QhuHancuparba U 2apanyuja Koje hunancupa opacasa, BUCOKU NApagucKatiu
Hamemu Moanu Ou, ¢ Opyee cmpaue, O0d/be HAPYWUMU NOCIO8HU amMOujenm 3a
NOCN0BAIbE MATIUX U CPEORBUX NPedy3eld.

Kuyune peuu: mana u cpeorwa npedysehia, exocucmem noopuike, npucmyn
¢unancujama, 6anke, Cpouja

Introduction

Early evidence suggests that bank lending delayed within the 2020 in many areas
ofthe planet. In some cases, lending volumes even increased to fulfill rising demand from
small businesses, as they sought to create up for revenue shortfalls by seizing more debt.
Public policies getting to alleviate liquidity constraints have played a vital role during
this regard. On the opposite hand, alternative financing instruments are being impacted
strongly by the crisis. Specifically, there’s concern that sources like early-stage equity
and trade finance may dry up as a consequence of the pandemic and related containment
measures. Backsliding on the diversification of SME financing instruments, if it
materialises, would reverse a positive trend towards achieving a higher balance between
bank lending and other financing instruments for SMEs.

Governments and central banks have taken monetary and monetary policy
initiatives on an unprecedented scale. Many of the measures have aimed to produce relief
to viable, but illiquid companies to limit bankruptcies. These policies were typically
delivered during a very short period of your time and were receptive an outsized number of
beneficiaries. Given the unexpected nature of the crisis, policy makers have demonstrated
flexibility and a willingness to regulate their approaches as implementation proceeded.
Continued liquidity support on the present scale entails some risks, particularly for public
finances and business dynamics.

Policies going forward are likely to hunt to mitigate these risks. While support
programmes are largely receptive all SMEs plagued by the crisis in its immediate
aftermath, they will become more targeted to demonstrably viable firms within the next
rounds of support. Support may additionally be made increasingly conditional on specific
uses of funds, so as to contribute to medium- and long-term policy objectives.
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Aldough, the economy of Serbia performs well within the areas of business
support services, public procurement, standards and technical regulations, similarly as in
their institutional and regulatory frameworks for SME political opinions, for insolvency,
(Reiserer, 2019), the business environment in Serbia continues to be challenged by many
factors. The regulation of economic markets which don’t allow additional financing
sources for SMEs under the higher conditions, the bureaucratic procedure, a non-
transparent system of parafiscal charges, the high informal sector.

SMEs in Serbia have staged a gradual recovery from the financial crisis, and
as they rebound are looking to speculate. SMEs companies are a awfully important
sector within the Serbian economy (Vojteski et al., 2012), with high GVA creation, new
jobs and exports results (Simonovi¢ et al., 2019). Because the bank lending to SMEs has
been flat in recent years, in keeping with the EC Report (EC, 2018) there is room for
improvement the financial ecosystem and bank lending access. Traditionally, however,
banks have struggled to serve SMEs in an economically sustainable way. SME clients
are typical with small levels of income and with needs that fluctuate by maturity, size and
industry, and are a various group. It’s suggested that leading small business banks can
capture twice the most amount revenue per client, and achieve lending product adoption
fourfold greater, than their competitors.

Online lenders are adept at driving SMEs demand; however, recent challenges
in selling off loan portfolios to banks or investors at expected terms have exposed a
weakness in their business models. There’s need for leveraging their structural advantages
by further digitizing and reinventing the customer experience, learning from attackers-
fintech companies.

The structure of the paper consists of an introduction, the literature review, main
features of the SME sector within the country and the access to finance and quality of the
support ecosystem, with the conclusion and references presentation.

Literature review

The ecosystems are often connected to tech companies like fintech are,
but they’ll offer to banks to a novel and scalable solution to the competitive
challenge. FinTech’s offer traditional banking products, bat also many other business
services like invoicing, payroll, tax preparation, and inventory management, and with
innovative service models that increase income and reduce costs. Banks have great
advantages, including rich data and SMEs as customers’ trust, to expand beyond
their traditional limits into adjacent businesses (Curcic, & Durkalic, 2019). during
this research are outlined some ways how banks can win a big share of SME revenue
pools and maximize returns using an innovative ecosystem proposition that addresses the
requirements of SMEs (Grozdanic et al., 2012), describing what it takes to achieve an
SME ecosystem, what’s illustrated within the SMEs ecosystems beyond core banking
The ecosystem framework puts particular emphasis on the legal and regulatory aspects
for facilitating access to finance for SMEs in Serbia.

The macroeconomic environment, the health of the local financial market and also
the overall creditworthiness of enterprises impact are a posh interaction of a range of
determinants linked to areas like the access to finance for SMEs (Figure 1).
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Figure 1. SME ecosystem and core banking
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These are the reasons for permanent improvement of the:

Legal and regulatory framework which focuses on the legislation
facilitating access to finance, including protection of creditor rights,
facilitating the employment of collateral and credit information, and banking
and exchange regulations, with credit rights, register, credit information
bureau, banking regulations, stock market,

Bank financing, including the lending practices of the Serbian banking
market and also the availability of credit guarantees, with the banking lending
practices and conditions, credit guarantee schemes, and

Financial literacy, analyzing government efforts to market financial know-
how among the businessmen and wider population, with planning, design,
implementation, monitoring and evaluation (Abreu & Mendes, 2010;
Atkinson, 2017).

SMEs role in Serbian economy

SMEs with 357 234 enterprises hold a dominant place making in Serbian economy, as
they hold 99.8% of the total business population. A majority of 96.2% are micro-enterprises,
small enterprises make 2. 96%, medium-sized enterprises 0, 66%, and 0. 15% are make up by
large enterprises. Serbia has the 50.9, SMEs per inhabitant in 2018 (Serbian Report on SMEs,

38

EKOHOMUKA EEX3]



©JlpywtBo ekoHomucra “Exonomuka” Hun http://www.ekonomika.org.rs

MEF, 2018), 66.00% of total business sector employment, value-added (10 927 million EUR)
and 39.25% of Serbia’s exports (Table 1).

Table 1. SME sector performance in Serbia, 2017.

Number of enterprises Employment Value_iiﬁi()i (oL Feports
No. Share No. Share No. Share Share
SMEs 357234 99.85% | 873462| 66.00% 10927 56.66% | 39.25%
Micro 344279 96.23%| 415762 31.42% 4241 21.99% 7.95%
Small 10 583 2.96% | 213380 16.12% 2963 15.36% 11.05%
Medium 2372 0,66% | 244320 18.46% 3723 19.30% 11.05%
Large 521 0.15%| 449963 34.00% 8359| 4334%| 60.75%

Source: Authors, based on World Bank Open Data (database), https://data.worldbank.org.

Looking to the sectoral distribution of SMEs in Serbia, distributive exchange bills for
27.2% of the full SME population, and 15.5% of all SMEs in Serbia perform within side the
production region (Table 2). The wide variety of SMESs in each sectors has decreased, from
18.0% to 15.5% in production, and from 34.0% to 27.2% in distributive exchange. Most of
SMEs perform in production, exchange region, and offerings in which can be transferring
small companies (Ministry of Economy, 2018).

Methodology and findings

The desk and field research are base methodological tools used for the findings of
the paper. Also are used outcomes of OECD, National financial institution and EBRD
evaluation and files recommendations. In those analyses and data, the get admission to to
finance for SMEs don’t forget to be in region in in addition sub-dimensions:

—  Within side the felony and regulatory frameworks are determined major

improvements,

—  Insurance and help to the credit score records of SMEs has been increased via
way of means of credit score data systems,

—  Subsidized lending to SMEs as public area interventions is found out with
slowly transferring closer to credit score guarantees. According to the
evaluation because the dominant supply of finance in Serbia for SMEs is
financial institution lending (at 43% of GDP in 2017). Loan situations are
normally much less favorable for SMEs, reflecting lenders’ perceptions of
the chance of default. However, systemic boundaries continue to be in Serbia.
(Figure 2). According to the National Bank of Serbia Survey (2020).

New financial institution lending to SMEs multiplied via way of means of 17.2%
wherein loans in overall company loans multiplied to 44.5% (the inventory of SMEs

EXEIEKOHOMUKA 39



©JlpywtBo ekoHomucra “Exonomuka” Hun http://www.ekonomika.org.rs

mortgage in 2018 changed into EUR 6.5 billion). Lon-term loans amounted to 77.2 of
overall SMEs loans. Lending conditions are improved. SME mortgage programs to
overall wide variety of SMEs changed into 14.4%. Rejection charge (SME loans legal/
asked reduced from 28-17.0% in 2019. Utilization charge of SME loans used/ legal
multiplied from ninety to 94.0% in 2019. According to the Trading economics (2020)
loans to the non-public area averaged 796 828.71 RSD million (from 2004 -2020)
achieving an all-time excessive of one two hundred 863 RSD million.

Figure 2. Banking loans to SMEs in Serbia, 2019-2020. (RSD Mill.)
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1140000
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Source: Trading economics, 2020.
SMEs in Serbia in 2017 (EC, 2017), broadly speaking have used small loans as
much as 25.000 EUR (37% of a complete range used loans within side the year), 25%
SMEs - as much as 100.000 EUR, and over million EUR, 9% of SMEs (Table 2).

Table 2. Serbia, banking loans to SMEs, economic forecasts, 2020-2021.

Serbia 2020 2021
Interest Rate (%) 1.50 1.25
Interbank Rate (%) 1.18 1.33
Deposit Interest Rate (%) 0.50 0.75
Lending rate (%) 2.50 35
Loans to Private Sector (RSD Mill) 1.50 1.25

Source: Trading economics, 2020.

The weights used for get entry to to finance size and its sub-dimensions are
provided in Table 3. To a rating of 3.72 is classed financial institution lending for SMEs.
Relatively excessive rating, or better from in advance years comes from the multiplied
macroeconomic balance of the economic system and progressed overall performance
of the Serbian banking region In contrast with the international locations. The common
rating for the international locations of the Western Balkan location is 5.53.
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Table 3. SMEs access to finance in Serbia, 2019 (1-5 scores)

Bank lending V{:\igl ;Zg WB average | Weights
1. Access to finance for SMEs 3.72 3.53

1.1 Legal and regulatory framework 4.38 4.14 60%
1.1.1 Creditor rights 4.27 4.20 24%
1.1.2 Registers 4.45 4.58 24%
1.1.3 Credit information bureaus 5.00 4.55 24%
1.1.4 Banking regulations 4.50 3.79 14%
1.1.5 Stock market 3.29 293 14%
1.2 Bank financing 2.80 2.67 20%
1.2.1 Banking lending practices and conditions 3.12 3.61 60%
1.2.2 Credit guarantee schemes 2.33 2.30 40%
1.3 Financial literacy 242 2.19 5%

Source: OECD, 2019.

Discussion

Bank lending is still the dominant supply of finance for SMEs in Serbia, specializing
in SME lending. Systemic troubles stay, as mortgage situations are normally much
less favorable for SMEs, reflecting perceived dangers with the aid of using creditors
approximately their potential to repay. Government is slowly moving in the direction
of greater commercially aligned solutions, however the sponsored lending remains an
frequently shape of Public zone interventions. Legal and regulatory framework regarding
economic troubles place well-advanced in Serbia. The framework for secured creditors,
such as out-of-courtroom docket settlements and courtroom docket strategies seem to
have emerge as greater green in current age.

The concrete felony adjustments are but to be visible to boost up enforcement procedures,
which stay a bottleneck. Overall banking rules of Serbian are consistent with guidelines of Basel
II and Basel III. Legislation and management framework as authorities’ coverage response,
have a variety of help activities, just like the Strategy for SMEs development improvement.
Many authorities’ institutions, are worried in the porogramme relate each to economic help:
loans, subsidies, improvement of exports help in coming into deliver chains, and non-economic
help- education, requalification, expert and consulting assistance.

The part of the assisting SME surroundings are in addition measures:

— The application for help start ups is carried out with the aid of using the

Ministry of Economy in cooperation with the improvement Fund of the
Republic of Serbia, with overall to be had offers to the belief quantity to
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RSD two hundred millions. Funds below this programme may be used for:
upgrade, buy of equipment, everlasting operating capital,

— Programme for captivating entrepreneurship thru help investments meant
for buy, of recent or used manufacturing equipment, software, production,
everlasting operating capital , as much as 20% of the overall funding carried
out with the aid of using the Ministry of Economy in cooperation with the
improvement Fund of the Republic of Serbia,

— Digital transformation help programme, which is carried out with the aid of
using Serbian Development Agency, to help SMEs within side the virtual
transformation process, as much as 50% of the eligible expenses at the
precept of reimbursement (Jevtic et al., 2020; 2014) The price range of the
programme is RSD 70 million, and

— Loans ensures for micro and small felony entities for renovation of
contemporary liquidity, funding loans for procurement ok production and
upgrading of commercial enterprise facilities, loans of the Agency for
Insurance and Financing of Exports (AOFI). The hobby within side the
nearby banking device might be in addition induced giant with the aid of
using this economic condition.

Foreign exchange risks can pose a specific trouble to the SMEs that are extra
unhedged in opposition to them. In 2018 are prioritized overseas alternate-listed loans
in new Policy Coordination Instrument Agreement among Serbia and the International
Monetary Fund which excessive stage want to be decreased.

The infrastructure round credit score records is solid. A registration gadget with
and the cadaster despite the fact that now no longer absolutely to be had online, has been
in vicinity for numerous years, and are in large part practical and actively utilized by the
nearby banking gadget. A privately run credit score records bureau has been in vicinity
on the grounds that 2004, overlaying 100% of the Serbian grownup population.

Public availability is constrained because of Serbia’s specific law that calls for
non-public consensus to any credit score search. In 2016 become amended the capital
marketplace regulation.

The motive of the regulation become first off to reinforce capital marketplace
supervision and decrease dangers of marketplace manipulation, too. However, in addition
cognizance constructing is wanted approximately the advantages of capital markets
finance, which include a South-East Europe link, to absolutely take advantage of capital
marketplace finance possibilities for SMEs. High degrees of non-appearing loans (NPLs)
have additionally been decreased systemically.

A plan on NPL (supported through the EBRD, IFC, IMF and the WB), is actively
enforcing in Serbia. NPL degrees have fallen (from 20% in 2015 to under 10% in
2017). Measures for nearby foreign money lending growing apprehend the dimerization
approach awareness with the National Bank of Serbia, collectively with the resilience
of the Serbian monetary marketplace. Due to the persevering with erotization of loans,
alternate price dangers persist, in particular for smaller businesses.

In addition is established the effect of environment law to average SMEs in Serbia
overall performance for the length 2012 to 2020, through summarizing the signs of
competitiveness and doing business (Figure 3).
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Figure 3. The impact of ecosystem regulation to overall SMEs in Serbia performance, 2012-2020
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Source: Authors according to WB, WEF data, 2020.

Conclusion

Banking finance within the SMEs ecosystem support has been researched in this paper.
It may be concluded that the get entry to and wider collateralization alternatives are
facilitated thru a higher prison and regulatory framework, in addition to the possibility
for SME:s to construct a credit score records thru the credit score records structures which
insurance expands. The enterprise surroundings in Serbia has been improved.

Public area interventions to ease SME get entry to to finance stays common.
Government is slowly moving closer to extra commercially aligned answers along with
credit score guarantees, and lending has slowly centred on SMEs, despite the fact that the
banking area is in right shape. There isn’t clean strategic method to address shortcomings
on this area. In leveraging investment thru aid schemes, for SMEs might be essential now
no longer to cause them to depending on persevered public finances aid, and purpose
a likely risk connected with possible marketplace distortions. Systemically monitored
ought to be aid programme and evaluated in opposition to overall performance indicators,
to attain the ones SMEs maximum in want of aid and altered as wished (OECD, 2019).

Public area aid might be wished within side the sports of the monetary literacy ranges of
SMEs development. Main pointers for the development surroundings situations for SMEs issues on:

— SMEs competitiveness development, via way of means of Government
and personal area intensifying their engagement in improving regulatory
situations, in reducing red tape,

—  Credit assure schemes facilitation in higher get entry to to finance for SMEs,

—  The in addition SMEs inclusion into worldwide cost chains and new markets
open up,

—  The local co-operation increasing via way of means of given the dimensions
of Western Balkan economies, supplying resources - as innovation and
pleasant infrastructure as a cost-green manner for SMEs to scale up past their
home capacities,
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— To assure performance and first-class use of public funds, a scientific
assessment of aid programmes for SMEs might need to be an extended run.

Following the developments within side the digitization of the sports, virtual
channels are predicted to be an an increasing number of essential approach of engagement
among banks and SMEs within side the subsequent 3 to 5 years. The aspiration is
extraordinarily straightforward—provide SME clients the goods they need and the Omni
channel connection they prefer. Bank executives ought to try and an aspirational goal
for SME unit from Serbia, with growing the financial advantages to deliver, accounting
for aggressive dynamics and enterprise evolution, and shooting increase throughout all
essential dimensions of the SME segment. There might be new investments to innovate
alongside those dimensions.
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