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Abstract:

Finance for SME evaluation is very essential as day by day enhancements of SME will have a positive impact towards
the financial health of the economy. SMS have a lot of unsolved issues. SMEs are one of the biggest supports to
solving problems of rural and urban economic development and are a catalyst of economic growth. It affects the
financial health and wellbeing of the nation. However SMEs have succeeded with some good lending options. There
is a mix of options available for SMEs effective practices and smooth operation. Hence evaluation is essential to
understand finance for SME. This detailed Evaluation is aimed at analyzing the impact of Finance for SME from
Ghatkopar to Thane Region in Maharashtra State.
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Introduction:

SME stands for small and medium-sized enterprises.
These are businesses with investment, turnover, and
workforce below a certain threshold. In India, SMEs
comprise both manufacturing and service enterprises.
Small and medium enterprises are categorized based on
the composite criteria of annual turnover and investment
in plant and machinery or equipment. Impact of Finance
is very pivotal and necessary when it comes to Small and
Medium Enterprises. Various operations of SME require
immediate Finance, which at times is not available and
hence working becomes very much difficult. Finance is
useful when it is available at the right time and at the
right place.

Finance is the main source or life blood for any
organization’s smooth operation or impactful conduct.
Small and Medium Enterprises are very vital for the
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Indian economy to prosper, SME can really become a

good support system of development programs in the

Indian economy.

Gradually SME is making their presence felt in a strong

sense, hence it is very necessary to provide a proper

financial support system. Growth of SME will really

provide a boost to India's global economic dreams

projected by the Government.

Impact of Finance for Sme in India:

1. Positive Impact of Finance for SME:

1. Easy Access to required technological support:

Easy access is a big impact of Finance for SME in
India as they can acquire or hire technology to
have smooth production systems. Automation of
machines provides a fast production process and
hence speedy implementation of the demand by
customers can be done. This all depends upon
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available Finance to SME in India.

2. Solution to business problems:
There are lots of business problems for SME in
India which can become major reasons for
downfall of business operations. Availability of
Finance in the right time can easily provide
solutions to most of the business problems
available in the market. Impact of Finance in
solving business problems of SME is very positive
in India.

3. Survival and Growth
Another very positive impact of Finance is that
SMEs find it easy to survive in business
competitiveness and efficiency. It really impacts
the growth of SME in terms of managing and
marketing the products manufactured by the
SMEs. Infact, survival and growth prospects are a
very positive factor for SME

4. Sound performance :
Finance makes business sense of operations very
bright when it comes to Performing for SME.
SME performance in terms of Financial as well as

Journal

marketing is very strong. This sound performance
is possible due to the very right system of available
Finance options for SME. Financial impact on
SME performance is very positive.
2. Negative Impact of Finance for SME :
1. Challenges of Market:

Finance provides a very hardcore reality in the
market when it comes to the affordability part of
SME. The market provides all kinds of possible
challenges to SME such as higher rate of interest,
difficult lending policies, lengthy procedures.
SME faces a very negative impact on Finance
when it comes to facing the challenges of the
market.

2. Possibility of Frauds:
Fraudulent activities are becoming very common
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and regular when it comes to obtaining Finance
from banks and financial institutions. SMEs can
land up facing frauds or scams in obtaining
Finance which may provide them bigger troubles
as the capacity to bear the unwanted loss is very
difficult for SME. Hence there is potential of
dealing with frauds in current systems of obtaining
Finance.

3. Labour problems:

Unavailability or Unaffordable Finance sources
leads to labor problems for SME. Labour may not
get timely payments or they can remain unpaid
which will create labor turnover problems during
business operations. It is a very much negative
impact of Finance on SME when it comes to labor
as without labor business operations come to a
standstill.

4. Non availability of right funds in right time:
Another very important negative impact of
Finance is non availability of adequate funds in the
right time for SME. SME can be badly impacted
by non availability of funds as it will hurt business
operations and may lead to closure for SME. SME
in India faces various challenges and overcoming
the problem of non availability of right funds in
the right time still prevails .

3. Sources Of Finance for SME in India:

In India finance for SME is a major requirement. It
provides better Financial health to SME in rural as well
as urban areas of our country. Sources of Finance
provides settlement to SME in terms of marketing,
finance, technology and managing throughout business
practices by SME. Sources of Finance also give smooth
conduct of business operations and various
administrative activities performed by SME in India.
Sources of Finance in India for SME are in upgrading
mode.

So few sources of Finance for SME available in India
is given below:
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1. Own Capital :
Own Capital is a prime source for SME operations. It
becomes easy for the business as there is no specific
burden of repayment of money and also there is no
stress of payment with interest. SME can use their
own available capital to operate business. Though
availability of own Capital is an issue for most of the
SME, few SME do manage to operate their business
with Own Capital hence it is a very important source
and really gives a boost to the working system in
functioning of SME.
2. Family & Friends :
Another source of finance for SME is obtaining funds
from family members, relatives and friends. They are
the well wishers and they willfully lend money to the
known SME. This helps SME to operate their
business in a meaningful manner. Again availability
of Finance from this source do have question marks
in society as many time family members may not
have adequate availability of Finance to provide
assistance to SME. Sometimes, friends may not be
ready to help or they turn away from helping in
financial terms to business. Hence, it is not a very
easily available source of Finance for SME in India.
This source has lots of complicated issues in personal
as well as legal terms.
1. Banks:
Banks are considered as a relevant source of
Finance for SME in a real sense. A large number
of SME manage their business from Bank finance.
Eligibility of getting Bank Finance can be one of
the issues as SOME may not fit in eligibility
criteria for lending policies of various banks. Most
banks in India have very stringent and structured
rules for financing which the SME may not be in
position to fulfill. So this source also provides lots
of difficulty in obtaining Finance for SME.
2. Small  Business
Institutions :
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SME do have opportunities to manage finance
from Financial Institutions which offer loans for
small businesses. It may relax certain eligibility
criteria and hence obtaining loans may be easy.
Important thing to note is interest rates may be
higher so it becomes a little costly affair and this
in turn becomes very difficult for SME to repay
the debt. This source may not fulfill the adequacy
requirements for SME in terms of financial
Management.
3. Crowdfunding :
Crowdfunding is also known as Peer to Peer (P2P)
funding. This is a form of lending in which one
individual borrows from another. This is a good
opportunity for SME as there is no possibility of
intermediaries so cost may be reduced in Financial
Management of SME. This source becomes more
important for SME as affordability is in very much
capacity and repayment is also very simple and
easy.
Research report of this study provides that
Financial requirement level is increasing day by
day for SME. SME are also well aware of the
various sources of finance available to them.
Infact SME exhibited a real growth in financial
performance after having better facilities or
sources of Finance available for them. Though
certain constraints of easy availability are also felt
by SME.
Review of Literature:
Finance is very significant for growth as well as
enhancing profit of Small & Medium Enterprises so that
the business flows & flourishes in the right direction
Cowling et al. (2012), and Shaban et al. (2014). This way
a sound Financial system of Small & Medium
Enterprises will enable economic development of the
country. This paper also highlights that not only Large
scale organizations are responsible for growth of a
country but also small & Medium Enterprises can really
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prove to be a good participant in economic development
of the particular country. (Abdulaziz Abdulsaleh,
Andrew Worthington)

Even private sector firms cease to generate or provide
sufficient support in terms of employment. So Small &
Medium Enterprises come as very much a relief to
jobless people in the country though all Small & Medium
Enterprises may not be so successful due to financial
uncertainty or unaffordability (Agyapong, 2010). Hence
sources of Finance & Finance become very meaningful
for Small & Medium Enterprises (Vatavu, 2012).. Even
interest rates may be very high in obtaining credit
facilities which in turn may cause unaffordability of
Small & Medium Enterprises & affect the normal
functioning of business. Another view presented in the
paper is that sometimes Small & Medium Enterprises
may not be Shaban et al. (2014) in situation to make
repayment due to tight financial position which again
provides negative impact of Finance for Small &
Medium Enterprises (John Ackah, Sylvester VVuvor)
Major parts of economic prosperity in developed and
developing countries are due to SMEs (Sadi &
Henderson, 2010; Muneer & Rehman, 2012). SMEs are
the factor of job creation, providing about 51% of new
jobs and sharing about 22% of GDP in Saudi Arabia
(Mohammed, 2015 b).There are about 60-70% of
employment is based on the SMEs sector in OECD
countries (OECD, 2006). SMEs are not only giving jobs
but also are the sources of producing innovative things
which fulfill the needs of society appropriately (OECD,
2006; Sadi & Henderson, 2010; Shaban et al., 2014).
SMEs are also a source of innovation and flexibility in
the market which gathered more value in developed as
Research Analysis and Findings of the Study:
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well as developing countries (Al-Disi, 2010; Zeitouni,
2012; Karadage, 2015). According to the business
statistics of 2013 in European Union countries almost all
companies were SMEs. Especially it captured the
manufacturer market up to 95% in most countries. 99.9%
in Turkey, 80% in United States manufacturers are SMEs
(OECD, 2005). Beck & Kunt (2006), Cowling et al.
(2012) reported that there are 4 million SMEs in the
United Kingdom, making up 46% of private sector
employment.

Research Gap:

It becomes very much limitations when it comes to
obtaining response from Small & Medium Enterprises
specially in terms of financial aspect while conducting
research following things were restrictive

Possibility of less fair view of Finance & impact of
Finance on Small & Medium Enterprises from
respondents due to lack of awareness like sources of
Finance available to Small & Medium Enterprises. Also
The banks do not provide that much direct financial
support to Small & Medium Enterprises as they focus on
large sectors more.

Objectives of the Study:

To understand the impact of Finance for SME from
Ghatkopar to Thane Region in Maharashtra State.
Research Methodology:

For the present study both the primary and secondary
data have been used. The primary data is collected with
the help of a structured questionnaire. It is used to arrive
at a better conclusion. A total of 50 respondents from
Ghatkopar to Thane, Region in Maharashtra State were
chosen for the study. The stratified random sampling
method was used for identifying the samples of the study.

Awareness of Evaluation of Finance for SME

SR. NO. Evaluation of Finance for SME No. of respondents
1 Yes 30
2 No 15
3 Can’t Say 5
Total 50

SJIF Impact Factor: 8.311
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Interpretation:

When the respondent were asked whether they are aware about Evaluation of Finance for SME. They out of 50
respondent, 30 respondents said “Yes” and 15 respondents said “No” and 05 said Can’t say. There majority
respondent were found that they were aware about Evaluation of Finance for SME.

Relevance of Finance study for SME

SR. NO. Relevant for SME No. of respondents
1 Yes 38
2 No 8
3 Can’t Say 4
Total 50

Interpretation:
When the respondent were asked whether finance study is relevant for the SME, then out of 50 respondent,
about 38 respondents said “Yes” and while 08 respondents said “No” and 04 said Can’t say. Therefore,
majority were in the favor on the about the said statement.

Problems in Finance available to SME

SR. NO. Problems in Finance availability No. of respondents
1 Yes 16
2 No 32
3 Can’t say 02
Total 50

Interpretation:
When the respondent were asked whether they face any problems in Finance availability. It was found that No, there

is no problem because out of 50 respondent, around 16 respondents said “Yes” and majority about 32 respondents
said “No” and about 02 said they can’t say anything.
Awareness about the sources available for Finance to SME

SR. NO. Sources of Finance for SME No. of respondents
1 Yes 34
2 No 15
3 Can’t say 01
Total 50

Interpretation:

They are aware about the sources available for Finance to SME. It was revealed that majority respondent
said YES, the Awareness of the availability of Finance among SME is more because out of 50 respondent,
about 34respondents said “Yes” and 15 respondents said “No” and 01 said Can’t say.

Possibility of evaluating impact of Finance for SME

SR. NO. | Impact of Finance for | No. of respondents
SME
1 Yes 27
2 No 5
3 Can’t say 18
Total 50
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When the respondent were asked whether it is possible to evaluate impact of Finance for SME. The result was “Yes”

because out of 50 respondent, 27 respondents said “Yes” and 05 respondents said “No” and 18 said "can't say.

Suggestions:

Finance for Small & Medium Enterprises can be more

impactful if

1. Financial assistance can be made easily available to
them through online platforms.

2. Training & Awareness programmes can be arranged
for Small & Medium Enterprises on how to obtain
loans through online platforms.

3. Regulations for financing to Small & Medium
Enterprises can be less stringent & stressful so that
obtaining loans can be smooth.

4. Finance for Small & Medium Enterprises should have
better connectivity from Banks & financial
institutions.

Conclusion:

The SMEs are growing rapidly in the country with the

help of the financial support provided to them from the

formal and informal setups. Results of the research have
both theoretical and practical suggestions for enhancing
financial management practices especially in small
enterprises for expansion of this sector Results of the
research have both theoretical and practical suggestions
for enhancing financial management practices especially
in small enterprises for expansion of this sector.

Government support for the SME sector is still limited to

offering finance, but the study found that the government

could play a significant role in supporting the SME
sector. Many Small & Medium Enterprises have shown
positive response in financial availability to them. Small

& Medium Enterprises find very less problem in

obtaining finance. Evaluation of Finance for SME is

impactful as many are aware of sources of Finance.

Majority of Small & Medium Enterprises still do not

have proper support of financial management systems as

they lack basic knowledge & awareness. These SMEs are
the initial startups of many of the entrepreneurs in
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Mumbai. Results of the research have both theoretical
and practical suggestions for enhancing financial
management practices especially in small enterprises for
expansion of this sector. SMEs are also a source of
innovation and flexibility in the market which gathered
more value in developed as well as developing countries.

References:

Abdelsalam, O. & EL-Komi, M. (2014). Islamic finance:
An Introduction. Journal of Economic
Behavior and Organization, 2(1).

Aggarwal, R. K. & Yousef, T. (2000). Islamic banks and
investment financing. Journal of money, credit
and banking, 93-120 292

Ahmed, A. (2010). Global financial crisis: an Islamic
finance perspective. International Journal of
Islamic and Middle Eastern Finance and
Management, 3(4), 306-320.

Ahmed, S. (2009). Islamic banking finance and

insurance A global overview. A.S. Noordeen.

Al-Disi, E. O. (2010). Developmental role for Wagf to
support entrepreneurship and small and
medium  enterprises. Dubai International
conference for Awgaf.

Al-jarhi, M. A. (2013). Gaps in the Theory and Practice
of Islamic Economics. JKAU Islamic Econ.,
26(1).

Al-Wugayan, A. & Alshimmiri, T. (2010).
Encouragement of  Entrepreneurship in
Affluent Economies: The Case of Kuwait.
International Business & Economics Research
Journal (IBER), 9(6).

Ardic, O. P., Mylenko, N. & Saltane, V. (2011). Small
and medium enterprises: a cross-country
analysis with a new data set. World Bank
Policy Research Working Paper Series.

Beaver, G. & Prince, C. (2004). Management, strategy

Peer Reviewed Refereed Journal 46| Page



&= EIlIR])

Volume—XII, Special Issue — 11

OPEN 8 ACCESS

and policy in the UK small business sector: a critical
review. Journal of Small Business and
Enterprise Development, 11(1), 34-49
Beck, T. & Demirglic-Kunt, A. (2006). Small and
medium-size enterprises: Access to finance as
a growth constraint. J. Bank. Finance, 30(11),
2931-2943.
Beck, T., Demiurge, A. & Peri, M. S. M. (2011). Bank
financing for SMEs: Evidence across countries
and bank ownership types. Journal of Financial
Services Research, 39(1-2), 35-54.
Bonds-Raacke, J. & Raacke, J. (2010). Myspace and
Facebook: Identifying dimensions of uses and
gratifications for friend networking sites.
Individual Differences Research, 8(1), 27-33
Cowling, M., Liu, W. & Ledger, A. (2012). Small
business financing in the UK before and during
the current financial crisis. International Small
Business Journal, 30(7), 778-800
Emine, D. (2012). Financial Challenges that impede
increasing the productivity of SMEs in the
Arab region.

& Young. (2014). The World
Competitiveness Report.2014-2015.

Harvie, C. & Lee, B. C. (2002). East Asian SMEs:
Contemporary Issues and Developments-An
Overview. The role of SMEs
economies in East Asia, 1-9.

Imam, P. A. & Kpodar, K. (2015). Is Islamic Banking
Good for Growth? IMF Working Papers.

Islam, M. A, Yousuf, S. & Rahman, M. I. (2014). SME
Financing in Bangladesh: A Comparative
Analysis of Conventional and Islamic Banks.
Journal of Islamic Banking and Finance, 2(1),
79-92.

Investigation of Banker’s Lending Criteria to SMEs and
Assessment There off 297-334.

Karadag, H. (2015). Financial Management Challenges
In Small And Medium-Sized Enterprises: A

Journal

Ernst Islamic

in national

SJIF Impact Factor: 8.311

ISSN-2277- 8721

Electronic International Interdisciplinary Research

March - April 2023

Original Research Article

Strategic Management Approach. EMAJ:
Emerging Markets Journal, 5(1), 26-40

Khan, M. M. & Bhatti, M. 1. (2008). Islamic banking and
finance: On its way to globalization.
Managerial Finance, 34(10), 708-725.

Information Management and Business Review (ISSN
2220-3796) Vol. 9, No. 2, pp. 25-32, April
2017,32

La Rocca, M., La Rocca, T. & Cariola, A. (2011). Capital
structure decisions during a firm's life cycle.

Small

Business Economics, 37(2), 107-130.
Do0i:10.1007/s11187-009-9229-z

Lazaridis, I. & Tryfonidis, D. (2006). Relationship

between working capital management and
profitability of listed companies in the Athens
stock exchange. Journal of Financial
Management and Analysis, 19(1), 26-35.

Mathuva, D. M. (2009). The Influence of working capital
management components on  corporate
profitability: A survey on Kenyan Listed
Firms. Research Journal of Business
Management, 4(1), 1 - 11.

Mohammad, H. K. (2007). A Shari‘ah Analysis of Issues
in Islamic Leasing. J.KAU: Islamic Econ.,
20(1), 3-22

Mohammed, A. Q. (2015 a). Talent Attraction and
Retention in Saudi Arabian Family Owned
Small and Medium Scale Enterprises (SME’s).
Journal of Business Management & Social
Sciences Research, 4(2), 182-1809.

Mohammed, A. Q. (2015 b). Employee recruitment,
selection and retention in Saudi Arabian family
owned Small and Medium Scale Enterprises
(SMEs) Kuwait Chapter of Arabian. Journal of
Business and

Management Review, 4(6).

Muneer, S. & Rehman, S. U. (2012). Materialization of
Behavioral Finance and Behavioral Portfolio

Peer Reviewed Refereed Journal 47|Page



&= EIlIR])

Volume—XII, Special Issue — 11

OPEN a ACCESS

Theory: A Brief Review. Journal of Economics
and Behavioral Studies, 4(8), 431-435

Naceur, S. B., Barajas, A. & Massara, A. (2015). Can
Islamic Banking Increase Financial Inclusion?
No.15-81

Nurul, M. M. (2014). Issues and Prospects of Islamic
Hire Purchase Financing: Malaysian Evidence.
Journal of Management Research, 6(1).

OECD. (2006). Financing SMEs and Entrepreneurs 2006

Rocha, R. D. R., Farazi, S., Khouri, R. & Pearce, D.
(2011). The status of bank lending to SMEs in
the Middle East and North Africa region: The
results of a joint survey of the Union of Arab
Banks and the World Bank.

World Bank Policy Research Working Paper Series.

Sadi, M. A. & Henderson, J. C. (2010). Franchising and
small medium-sized enterprises (SMES) in
industrializing economies: A Saudi Arabian

Journal

Cite This Article:

ISSN-2277- 8721

Electronic International Interdisciplinary Research

March - April 2023

Original Research Article

perspective.  Journal of  Management
Development, 30(4), 402-412.

Shaban, M., Duygun, M., Anwar, M. & Akbar, B.

(2014). Diversification and banks’ willingness

to lend to small businesses: Evidence from

Islamic and conventional banks in Indonesia.

T., Voordeckers, W. & Vanhoof, K.

(2010).Collateral, relationship lending and

family firms. Small Business Economics,

34(3), 243-259.

Vasilenko, L. & Arbaciauskas, V. (2012).Obstacles and
drivers for sustainable innovation development
and implementation in small and medium
sized enterprises. Environmental Research,
Engineering and Management, 60(2), 58-66.

Vatavu, S. (2012). Trade-off versus pecking order theory
in listed companies around the world. Annals
of the University of Petrosani Economics,
12(2), 285

Steijvers,

*CA. Ravindra Naik., (2023). An Evaluative Study of the Impact of Finance for SME from Ghatkopar to Thane
Region in Maharashtra State, Electronic International Interdisciplinary Research Journal, XIlI, Special Issue —II,

March - April, 2023,41-48.

SJIF Impact Factor: 8.311

Peer Reviewed Refereed Journal 48| Page



