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ABSTRACT

Financial markets and sources of funds are scameSerbia for small
companies, especially for these owned by womeneTidea little mobilized capital
for various reasons to support innovative small pamies, the lack of private equity
funds and various multi guarantee schemes, andaggripublic sources. The main
objective of this paper is to show the opporturitfer the better transfer of best
current practice into the system and practical siols of the Serbian financial
intermediaries and end users in the field of guéeas /loans, equity or joint venture,
the proportion of the guarantee/ which covers tban| interest rate, length, and
conditions of the applications /, service/ mulitigties or state agencies/. Investments
in the Development of small companies, female oyesabcially in the innovation of
products, services and technology are the main gméiion to their greater
involvement in exporting, selling goods with highdded value to global market and
sustainability of their business
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Introduction

The majority of existing and new businesses arey vamall.
According to a recent statistical data 95-93% abB& SMEs are micro-
enterprises (0 to 9 employees). Most of these rreaterprises are self-
employed people who do not create additional jahs,not have the
resources or do not want to grow. 14% of them aneafe owned. Those
micro-enterprises wishing to grow, however, oftenrbt have access to
the necessary external financing.

Although there is wide debate about the exact rolesmall
enterprises in driving economic change, most astlagree that due to
their flexibility, their innovative capacities anldeir role in strengthening
competition and female enterprises in strengthesowjal cohesion, small
firms perform vital productivity and growth-enhangi functions in the
economy. In order to make use of their potentiase firms need to be
provided with an enabling environment, which encasges the access to
capital. However, one of the greatest obstaclethéoentry, development
and growth of small firms in emerging economiesSasbia is, is access to
formal finance. Depending on their size and envitent, enterprises see
access to formal finance as more or less challgn@iompared with larger
enterprises, small firms are restricted in theitess to commercial bank
and government funds although the latter play anlgnarginal role for
them. As a consequence of their disadvantagedsstanall and, to a lesser
degree medium enterprises, seek recourse to (&rorj-informal finance.
Without sufficient long-term finance, small firmseaunable to expand
their businesses and to introduce productivity ecimg technology. This
will have adverse consequences for the competiis®mf the sector and
the economy as a whole, especially from gendercagp¢he owners.

Bank branches outside the capital cities frequenmthyide only cash
and do not have the authority to make loans, |leagmall enterprises in
rural areas un-proportionally disadvantaged. Baa#lsance four main
reasons for their reluctance to extend credit talkemterprises:

— High administrative costs of small-scale lending,
— Asymmetric information,

— High risk perception,

- Lack of collateral.

Since movable property may be difficult to stots, value declines
over time (equipment depreciates and livestock )deesd inefficient
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secondary markets lead to high liquidation costsdérs typically demand
real estate as collateral instead. This, howeegdikely to belong to large
firms or rich landowners.

In the event of default, foreclosing on collaterall usually involve
costly litigation, which may exceed the value ofafinfbans. Alternatively,
it may be socially and politically difficult to s collateral of low-income
entrepreneurs. Because of these problems, for &exhiery important to
implement best practices in other source of fundmgre favorable for
small companies, especially for female ones, asaraptee schemas, multi
guarantee associations, public and private sugporésolving collateral
problems.

Literature Review

According to Storey and Tether (1998a), lookinghat problems of
small businesses in relation to the needs of higthriology, it is
considered that, role of guarantees in variousstyfesupport to innovative
SMEs grow rapidly because of: lower financial risr SMEs and
providers of guarantees, higher awareness and reareay skills of small
business to use these instruments. Christensd({239) defines a credit
guarantee scheme as a security designed to skirbatween the lender
and the recipient of the high-risk sector for suppBhearman and Burrell
in 1988 put accent on the needs of small compathias develop new
industries / for example medical lasers /, callswgh companies, "high
tech SMEs." According to Bannock, 1997, 1998.anels€y (1997), Vogel
and Adams (1997), guarantee schemas are very iampdor small, female
firms with luck of collateral for their innovativefforts. In multi guarantee
schemas, private small firms are often associateskctorial association,
or in cluster, / auto and electro industry /, jostause of more easy access
to finance.

Loan Finance of Micro Sector/Female Eenterprises ithe EU

Europe has a long tradition of loan finance, whieimains the main
source of external finance for small enterpriseguiy finance, which is
less developed than in the USA, is not considerdzktthe solution, indeed
not even an option, by the majority of European |Ismaterprises. For
those enterprises with growth potential, howevemme form of risk
finance may be the most appropriate way to fatdigarly growth.
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Access to loans by new and small enterprises i diéflerent in the
Member States and Candidate Countries. Where SMingironal
development banks or national risk-sharing scheanesavailable, access
to small loans appears to be easier. The numbeBMEs and new
enterprises reached by these schemes howevers carsiderably.

A “North-South gap” can be observed in the EU: itradally, access
to debt finance by small enterprises seems easi@orthern countries than
in southern ones. In addition, an “East-West gap’ lalso become
increasingly visible due to the fact that domesteedit as a percentage of
GDP is much higher in the EU than in the majorityCandidate Countries
where the banking sector is still recent: thisdeais one of the reasons for
the strong development of non-banks providing nu@dit in the
Candidate Countries.

Microcredit provision is a difficult activity becaa of the perceived
high risk of failure and the high handling costente credit institutions do
so though, either because it is part of their rois40 accept low returns;
the risk is partially taken by a public guarantestitution or a mutual
guarantee society; or, to a lesser extent, it neag lmnarketing strategy to
support enterprise creators, who could later becgooe clients.

Outside of public-private schemes, credit institnd are often
reluctant to offer loans to enterprise creatorghdfy do so, they normally
offer credit lines or overdrafts (with substangahigher interest rates)
rather than short or medium term loans (with noritdrest rates). Credit
lines represent a much higher risk for entrepresieas they are more
expensive and can be recalled at any moment bgréubt institution. For
this reason, small entrepreneurs would prefer gtebcontractual stability
provided by short or long-term loans. Public suiesicare often used to
share the risks through counter-guarantees andr @ivieast part of the
handling costs. When offering a loan, credit insiiins ask for collateral,
usually a personal guarantee or a mortgage onesgate. The collateral
requirement for microloans often exceeds the amofirihe loan (up to
150% in certain countries). As banks were not &bleridge the gap in the
provision of microcredit, in some Member States @athdidate Countries,
non-banks emerged, in the form of limited liabilitpmpanies, trusts,
charities or other forms of associations to filstmarket gap. The specific
objective of the paper is to give an overview ofsBrg good practices
concerning microcredit (<€ 25,000), as well as asted guarantee
schemes, to new and existing small enterpriseeénMtember States and
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Candidate Countries, with width to transferee lpgractices into Serbian
SMEs environment.

Microcredit Lending

The finance activities known as “microcredit” iroeoader sense are
focusing in EU on loans below € 25,000, as welbssociated guarantee
schemes, to new and existing micro-enterprisesrddiedit is generally
considered to be a tool to boost start-ups creaton promote
entrepreneurship: over the last decade, MemberesStdiave been
encouraging microcredit provision by financial ingions. Micro-lending
differs from conventional bank lending in a numloértechnical aspects.
Credit assessment methods used focus more on th@nMeo and the likely
impact of their business on their community thantlo@ business plan.
Micro-finance providers generally attempt to redoceavoid the need for
collateral. Step lending techniques, in which larg@low-up loans are
provided if the initial loan is successfully repaideduce risk and
transaction costs. The maturity period is normalyrt and the interest
rate often relatively high compared to traditiobahk loans.

Member State governments can intervene by offeangenabling
environment in which microcredit can operate, bywvmling direct
financial support and/or adopting appropriate ralessocial protection for
microenterprises, in particular for start-ups. $amy, some of the schemes
subsequently described are in the form of direcarfcial support and
others are part of a wider enabling environment.sMamicrocredit
operations generally involve public banks, eithetingg as finance
providers to institutional customers or providingahce directly to small
enterprises. Their legal framework is the Europkanking directive and
national legislation on credit institutions. Credhistitutions, commonly
called banks, shall mean an undertaking whose essins to receive
deposits or other repayable funds from the pubid @ grant credit for its
own account. However, deposit taking, credit extamsand guarantee
activities fall under the supervision of differepublic entities (e.g.
respectively under Financial Services, Fair Tradiagd Insurance
legislation in the United Kingdom). Depending om thational traditions
and practices, several national schemes have bgg@damented in the last
ten years. ALMI of Sweden (microloans) and FundsPagticipation of
Belgium (subordinated loans) began their currentrocredit activity in
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1992, followed by ICO of Spain (SME loans) in 19856d Finnvera of
Finland in 1996-97 (microloans; loanswiomen entrepreneurs).

Between 1998 and 2011, other Member States, suchkrasce,
Germany and the United Kingdom, have also adoptegésores. The
national schemes often have common features:

— national measures to promote the availability ofding to
institutional customers;
— aretail operator, to extend the credit to the oenterprises.

In this period, several schemes have been laungbedal credit
provision; partial risk sharing; tax incentive.

The national schemes take into account the fadt d&haational
finance provider is generally less well placeddtablish effective business
relationships with micro-enterprises, with specdicent to women, than
locally or regionally-based finance providers. Whea state-owned
promotional bank exists for microcredit, activiti€¢dustria, Belgium,
Finland, France, Germany, Italy, Luxembourg, Spaimj Sweden), it is
the finance provider of the system and local bahks are the retailers to
small enterprises. These schemes have the advaritage both,
promotional banks and private banks, are underipebhtrol or banking
supervision. The risk of mismanagement and irrggida is therefore
limited. In addition, the operations are subjectHb State Aid and
competition rules. The recently implemented scheraes large-scale
operations with an important impact on enterprigaton.

In above mentioned states, there are also stategvwromotional
banks which are either under public supervision receive specific
treatment, for, in particular, the function of fire provider for
institutional customers in charge of the direct taoh with micro-
enterprises. In some countries, microcredits to llsreaterprises are
awarded by micro-finance institutions under Civilbde, which are
generally compliant with the Directive on Consur@edit. As for credit
institutions, these micro-finance institutions amnmmercially driven and
following a sustainable business model. Microciegitovided by NGOs
primarily for social inclusion purposes are alsgn#ficant in some
Member States (France, United Kingdom) and Canei@auntries: here
they contribute to the promotion of enterprise asa to fight social
exclusion, especially of women and unemploymenpéddeing on national
legislation and traditions, their legal framework diverse: non-profit
associations (France), charities, not-for-profit mpanies (United
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Kingdom). Depending on the national traditions grdctices, several
national schemes have been implemented in thedasyears. ALMI of
Sweden (microloans) and Fonds de Participationed§iBm (subordinated
loans) began their current microcredit activityl@02, followed by ICO of
Spain (SME loans) in 1995 and Finnvera of Finlamd 1996-97
(microloans; loans taomen entrepreneurs).

The recently implemented schemes are large-scai@tpns with an
important impact on enterprise creation.

Finland: FINNVERA small loans and women microcredits,
lends directly to the Borrower, corresponded to 1@Pahe
number of start-ups per year (absolute figure):oshmhalf of
them are resulting from microcredits to women. dididion to
the loan, Finnvera offers also guarantees, if thdateral
provided by the borrower is not considered suffitie

France: Prét a la Création d’Entrepris PCE) of BDPME,
with more than 11,000 microloans per a year, thet“@our
Business Started Loan” PCE corresponded to 7%eohtimber
of start-ups.In addition, a 70% guarantee is issinedugh a
subsidiary (Sofaris) for the complementary parttioé loan
provided by the retailer with its resources to thsiness
creator. Fonds de Participation (FdP) was created 984,
offers loans directly to the final borrower

Spain: ICO SME programme in last 5 years, ICO provided an
average of € 120 million p.a. of microcredit (beléw5,000) to
micro-enterprises. Special attention has been fwaglickness

in decision-making or even to giving decision awioy to
retailers. Avoiding unnecessary delays is a magrcern for
micro-enterprises and a factor in their competitess.

Germany: Mikro-Darlehen has a practice that a one-page
application received by KfW through a local bankjieh could

be any bank in Germany, where KfW then gives itsisien
within three days, to make its credit assessmefW Krovides
guarantee up to 80% on the loan amount to the loaak. The
borrowers’ survival rate is 93% after 3 years. Jeduct has
been extended to an annual average of 7,000 opeshti
sustainability ratio is 100%36.
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— Deutsche Ausgleichsbank (DtA) launched two micrditre
products DtA-StartGeld and DtAMikro- Darlehen ehiene
now part of Kf\W Group.

— The UK’'s Community Tax Relief (CITR), provides arcentive
to investors providing patient capital to spectatiscro-finance
institutions known as Community Development Finance
Institutions (CDFIs). An individual or corporatevestor willing
to provide capital to a CDFI either as a loan oslagre capital
for at least five years will receive a tax relief 56 of the
amount invested in each of five successive taxsye@DFIs,
which must be accredited by the UK government’s IEma
Business Service to attract this investment, tlee lto start-
ups, existing enterprises and community projectd.RChas
been cleared by the Commission as a compatible Biedt

In EU, the best estimates (€) by country found ly Microcredit
Working Group in 2010, were the following:

Table 1: Share of typical collateral for specifiécnocredit
programmes /%/ by country

Share of collaterals

. . Other

for the microcredit Real . .

. fixed Guarantees Receivables No collateral
provider/%/ by estate

assets
country
Austria 0% 0% 100% 0% 0%
Belgium 0% 0% 0% 0% 100%
Germany 0% 0% 80% 0% 20%
Estonia 5% 53% 41% 0% 0%
Finland 0% 0% 10% 0% 80%
France 0% 0% 70% 10% 24%
Hungary 90% 10% 0% 0% 0%
Ireland 0% 0% 0% 0% 100%
Latvia 60% 26% 14% 0% 0%
Lithuania 55 20 10 15 0%
Poland 30% 19% 50% 0% 0%
Romania upto upto Accepted if 0% Depending on
100% 100% available the
programmes

Slovenia 50% 0% 50% 0% 0
Sweden 0% 0% 0% 60% 40%
U. Kingdom 0% 0% 0% 0% 100%

Source: Survey of UK micro-lenders below € 30,00CBFA
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The wide variation of reported handling costs fug tender depends
mainly on four aspects and the varying amount metawarded to each
one:

— support to the preparation of an enterprise loapligdion,
reflecting the level of “investment readiness” lné tborrower;

— internal process to secure the credit deal, inolydihe
assessment and approval costs, identification datecal as
well as back office costs;

— internal loan monitoring, including late paymentdadefault
procedures;

— Non-financial business support and mentoring, whihhe
largest single operating cost in certain cases.

Transaction costs vary between 6% and 35%. Caéulil&nding
margin of some major microcredit programmes: 0.986 KfW with
Startgeld; 1% for FINNVERA microloans to women and female
enterprises; 1.7% for BDPME with the PCE.

Very important issue of microcredit support to féenanterprises is
connected to the new created jobs. For exampl8lowenia aNational
microcredit scheme for job creation was jointlyraatuced in 1996 by
Small Business Development Centre and National Uh@yment Office
with the main objective to secure a number of nelasj The scheme was
introduced in five regions where national funds eveomplemented by
local sources of finance. The real interest rat@ &6 p.a., combined with
the aids of regional guarantee schemes and a sinthntepayment lag
period was interesting enough to encourage str@mgadd for the credit
line. The final result at the end of the projecsve48 new jobs.

Table 2: No. of jobs created by microcredit

Belgium
Germany
France
Hungary
Latvia
Lithuania
Poland
Sweden
U. Kingdom

117 17 17 12 104 15 1 17 2

Source: Eurostat
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In Candidate Countries, under the PHARE SMEs fipafaxility,
EBRD, CEB-KfW and EIB are the finance providers itwstitutional
customers and national credit institutions are jpliag loans to SMEs.
Regarding the enabling environment to promote noiedit, the United
Kingdom offers an interesting scheme of tax inaentiThis incentive is
not a direct financial intervention by the natiogavernment, but a part of
the national enabling environment to promote thmsigion of microcredit
to disadvantaged communities by increasing the Igupipfunds for the
microcredit retailers.

Multi Guarantee Schemas

Guarantees schemes are also major microcredittédoik, including
mutual guarantee schemes. Micro-enterprises aieiped as very risky
by a credit provider and very often, the micro epteneur has no suitable
collateral to offer. A way of sharing the risk s ¢nsure the participation
of either a public, private or mutual guaranteeesoh. Guarantee schemes
are not generally exclusively targeting microcreatitsmall entrepreneurs:
depending on their individual features, they arerofp SMEs in general,
to a specific economic sector, to a certain aretb anembers only in the
case of mutual societies. At the European level twain financial
programmes for SMEs have been active: counter-gteea for SME
lending. The activities carried out in the framekaf the Growth and
Employment initiative. A SME guarantee facility,tivia specific window
for microcredit guarantee, has been available witthe Multiannual
Programme (MAP) for the promotion of entrepreneirsind enterprise,
five microcredit institutions signed an agreemeith\&lF: ADIE (France),
Funds de Participation (Belgium), ICO (Spain), K{®ermany), Prince’s
Trust (United Kingdom). Since 2003, the MAP has rbempened to
Candidate Countries, after the signature of a Meamium of
Understanding with the European Commission. The dwain for
microcredit guarantee, aiming at encouraging firenastitutions to play
a greater role in microcredit, is managed by th&.Es part of the
enlargement process, Phare SMEs Finance Facilisy de®n the most
important programme to promote access to financeSKMEs in the
Candidate Countries.

Potential Strengths of Guarantee schemes
— Counter-guarantee element (reg., nat., EIF)
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— Individual risk assessment and follow-up
- Leverage effect of regulatory own funds
A leverage effect of 10 x € 1 with e.g. a 50% cagerallows:

— € 10 of guarantees
— € 20 of bank loans
— even higher amount of final investment
Typologies of Guarantee schem@gneral: great variety of different
legal and operational frameworks for guarantee reelse=> Reflection of
local needs. Three main models:
1. Mutual, fully private sector, guarantee scheme
2. Mixed model of with private mutual guarantee andblju
counter-guarantee (a sort of PPP)
3. Public guarantee scheme or fund

Table 3: Differences between public and privateesuis

Public => Private

Initiative taken by Public Authorities Initiative taken by SMEs and
representative organizations

Mainly public shareholding Mainly private sharehoty

Directory Board elected or nominatedirectory Board composed by SMEs,

by state authorities bankers.

Solvency- responsibility through fundsSelf-protected solvency-public support

+ public umbrella though counter guarantee

Mission-SME support Mutuality  principles-member SME
support

Ltd company with majority from stateCooperative or Ltd Company
or endowment

Other goals-subsidies Other goal-no

Important guarantee schemes are available in deMeraber States
(Austria, Belgium, Denmark, Finland, France, Gergaltaly, Portugal,
Spain, The Netherlands, United Kingdom). They stiaeerisk with the
microloan provider. Some Candidate Countries hés@ @eated a national
or regional guarantee scheme (Czech Republic, Bstblungary, Poland,
Romania, Slovakia and Slovenia).



28 Journal of Women's Entrepreneurship and Educat&i¥i?, No. 3-4, 17-42)

— Estonia Credit and Export Guarantee Fund, supports tbevttyr
and development of SMEs by improving their accesBnance
through guarantees for credit arrangements betweeampanies
and their banks. The loan application is submitledctly to a
bank. If the bank is prepared to grant the loartregch subject to
the agreement of Kredex to provide a guaranteay the bank
forwards the application to Kredex. The schemeomu$ed on
cases which without the guarantee, would be apgdais
negatively by the banks. The guarantee covers ufb% of the
outstanding loans. So there will always be a rekttie banks of
a minimum of 25% to 40% of the outstanding debte Tban
guarantee scheme has been in place since 2001eXXa¢gb runs
a risk, which is reflected by the fact that theseaiguarantee fee
of 1.5-3% of the loan. This means that, although sbheme is
intended for higher-risk activities and also prégedredex will
see to it that the risk is within limits, regardiesf the potential
value of the particular project. In addition to inaal guarantee
schemes, Mutual Guarantee Societies (MGS) playjarmale in
micro-finance.

— A MGSis a private society or organization created byens of
small enterprises. When they are in charge of asggsa
guarantee application or even the loan applicabefore the
bank, they offer a unique service: the knowledgthefeconomic
sub-sector at local level, the precise technicélsskequired for
the applicant and a detailed estimation of revept@spects.
They generally use qualitative methods for theipliaption
assessment. A guarantee provided by a MGS willtidedly
reduce the risk for the credit institution, whichllwherefore
provide a loan more easily, and could even provadéwer
interest rate to a micro-entrepreneur backed byGEMMGS are
quite important because they are particularly cemgntary to
banks by providing data on applicants based on begbh market
knowledge thereby fighting the information asymmetfhey
also reduce the risk of adverse selection and geoai guarantee
from members’ funds and/or public funding, as gotea, co-
guarantee or counter-guarantee.

— ltaly: CONFIDI is en nationwide mutual guarantee schdane
the craft sector as well as industrial and comnaéraonicro-
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enterprises. The CONFIDI system includes 680 peivat
companies (each with its own legal and administeati
autonomy), where almost 1,000,000 entrepreneursnarabers.
The system facilitated the access to finance of SKUE a total
amount of € 4.3 billion and a loan amount averagg€ 87,800
through 113,000 operations. As regards microcredi2001,
90,000 operations were below € 25,000, which gine2001 a
total amount of microcredit reaching € 1.5 billidror each €
guaranteed by the CONFIDI scheme, the multipliézatfis from
10 up of awarded loan, depending on the individD@NFIDI
involved. Each credit assessment is made by a IGEAFIDI.
The past results are excellent: 1.6% of defaudt, nastead of 8%
for the craft sector in general. When a CONFIDI ddre
assessment is positive, the loan application isstratted to the
bank with a CONFIDI financial deposit of 50% of thean
amount (the remaining 50% are covered by collafg@lided by
the micro-entrepreneur, generally a real estatagage). In this
50%, there is a mix of some 10% coming from the tvensi fees
paid to the CONFIDI and 40% coming from public éoft
regional) budget. In the framework of a specificresmgnent
(“convenzione”) negotiated by each CONFIDI and eéemk
(establishing the amount of operations, type ddricial product,
interest rate and other terms and conditions)b#rk will apply
to the loan a favorable interest rate correspondm@ lower
default risk of an application directed by a CONFID certain
cases, the credit assessment is made by volunfeafsout
remuneration) selected by the MGS from amongstl lsozall
entrepreneurs. Some important characteristics llaae made
Confidi a success are its: High quality technicanagement;
Focus on risk sharing and strengthening of SMEs:ldhge size
of the MGAs under Confidi has led to decreased|$ewé peer
pressure and social capital. Despite this drawb@dnfidi has
been able to maintain its success because of theigle of
equality amongst its members. By empowering vulnler8 MEs,
it has strengthened the links between SMEs, SMBcastons
and the MGAs. This has given the MGAs in Confidsteong
negotiating position and allowed them to obtain enfavorable
loan conditions (De Gobbi, 2003).



30

Journal of Women's Entrepreneurship and Educat&i¥i?, No. 3-4, 17-42)

France SOCAMA, is a Mutual /MGS/ scheme related to the
Banques Populaires. It provides guarantees to Q@5raro-
enterprises, net losses in % of outstanding paotfate 1% and
the average loan guaranteed € 21,000. In this sshéma cost of
the guarantee is very low: SOCAMA members, who are
experienced small entrepreneurs themselves, makguhrantee
application assessment by participating in the Ci@dmmittee

as volunteers. This system does not receive pubi&ncial
support, except from EIF acting as a counter-guarafror an
amount below € 25,000, the decision is delegatethéoCredit
Committee, resulting in a quick process (“Prét Eesgf).

Spain CESGAR and CERSA are regional MGS, represented at
national level by CESGAR, have been active in Sgam25
years. They guarantee an amount of around € Zlotiltf
generally long-term loans to 27,000 micro-entegysis(<10
employees). The MGS administrative costs per fieeestimated

at € 171. These MGS are supported by a nationtd-etened
counter guarantee society: Compafia Espafiola de
Reafianzamiento, CERSA. Parts of CERSA’s activitiae
counter-guaranteed by the EIF.

Austria AWS GmbH, success based loan guarantee fund
(SBGF), with a fixed guarantee fee percentage efginaranteed
loan amount (0.5%), with a choice between two sypiesuccess
based fee: either a success based guarantee &epeasentage
(0.5%) of the outstanding guaranteed loan amouiignwthe
enterprise is generating a profit in a particulaary of the
guarantee term, or; a success based guarantee &epercentage
of the profit generated by the enterprise in aipaldr year of the
guarantee term Premature termination of the gueearSBGF
becomes a fixed guarantee fee, with two poss#litif charged

as a percentage of the outstanding guarantee loaurd, the
total amount of the guarantee fee for the remainang of the
guarantee is to be paid at the termination; if ghdras a
percentage of the profit, instead of the profitrshaa fixed
percentage of the guarantee loan is charged forehmining
term of the guarantee.

Portugal: PPP SPGM/SGM, Mission: Guarantees to member
SME, mutual+advisorz; Ownership: Mutual SME,
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majority+SPGM  /public  manager of the  counter
guarantee+banks; Statutes: Legislation SGM, Bank, Atd
companies; SolvencY: Own Funds+Risk Provisions raye
65% sunter-guarantee from public FCGM , getting 58%
cpimter-guarantee to 2/3 of the operations; Guarmrdte: up to
80%

As such, the access to finance by micro-enterprisesot a new
phenomenon. Savings banks and co-operative banks been partly
created and developed in the 19th century to fatdliaccess to finance
such as microcredit. In 2002, 50% of German stpstawere financed by
the Sparkassen-Finanzgruppe (Savings banks). Betihee'Hausbanken”
(local retailing bank) involved in DtA programmesdeting start-ups, 60%
are Sparkassen (+8.3 % in the last five years)diCtions are members
of European Association of Co-operative banks. 18g/iBanks are
members of the European Group of Savings Banksn§aBanks and Co-
operative Banks, such as Banques Populaires irc&m@nCaixa Catalunya
in Spain, remain probably the main traditional epers in the field of
microcredit. To take an example, the German noitpoaented, public
sector-owned retail savings banks, Sparkassematpriso-operative banks
(“Volks- und Raiffeisenbanken”) account for morarhhalf of the loans to
SMEs and two thirds of customer deposits. In Fraamue Spain, Savings
Banks and Co-operative Banks have partnerships witnprofit
organizations, acting as business support serviceiders and directing
customers to these credit institutions.

Recent initiatives in Candidate Countri€sredit Unions are also
active in the Candidate Countries: for example olakRd, 1,500 credit
unions are currently active. In the Candidate Coesitthe credit extension
to SMEs is however still a recent activity. The amoof loans compared
to GDP is far lower than in the EU — 15 Member &ai he overall supply
of loans is quite low, except in Malta and Cypioscause banks are often
reluctant to offer loans except with high inter@ates and collateral
sometimes higher than the loan amount. Consequestsne Central
European micro-finance institutions are very activéhis market segment.
ProCredit Bank, Bulgaria, was founded in 2001 b@,|[EBRD, DEG-KfW
Group, Commerzbank AG and IMI AG to provide creditd general
banking services to entrepreneurs and businesgesgtiout Bulgaria.
ProCredit Bank applies generally high interestgagdlecting the inherent
risk perceived. ProCredit Bank is part of a netwak specialized
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microfinance institutions. In Romania, Banca de idiimatare is part of
the network.

Figure 1: Total Volume of Outstanding Guaranteepantfolio, 2000-2010
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Figure 2: Total Volume of Outstanding Guaranteesged per year,
2000-2010
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Figure 3: Number of SMEs beneficiary in total politf,

2006-2010
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In the above-mentioned practices, the guaranteepée by the
entrepreneur is a fixed percentage of the loan atm&ecently, there was
a reflection in order to introduce a risk rewartatienship between the
guarantor and the entrepreneur through a successtbapproach. The
advantage for the entrepreneur arises from the tlaat part of the
guarantee fee is variable and to be paid when &iridei enterprise is
generating a return. In particular, the entreprenell pay less at the
beginning of the guarantee term. The concept igrasting but its
profitability remains to be established.

Serbian Case

Small Business Act (SBA) implementation in Serbiamall
companies, especially female owned, consider tiet the administrative
burden, finding appropriate financing for SMEs igjan problem in their
development. The reason for this is reluctance afkb to finance the
initial phase of small companies’ development, loEkenture capital and
microfinance.
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Traditional sources of financing are dominant dsrmal ones, as:
personal capital, financial support of relativesl énends. In some cases,
the equity investment can be replaced with a baahk.IThese loans can be
approved on the basis of personal credit, whicHuew@s bank, such as
checking and savings accounts ability to providegate collateral loans.
Many small enterprises are not in a position to these loans under such
conditions. The fact that the banks own funds bamsedarily on the role
of their clients, since banks are taking care @séhdeposits, they are
required to maintain prudent lending policies.

Mature and profitable companies have the bettegsscto banks than
beginners. The situation is nothing more reassuorgny new companies
that operate one or two years. Banks do not hawveigéin experience in
lending to small businesses, as well as undevelogesktructure and the
capability of micro enterprises to write convincibgsiness plan to the
trust collateral. When it comes to established bmal medium size
company, funding for expansion of its operationssihaften come from
retained earnings, additional equity investmentsl d&ank loans. For
existing SMEs, good financial management is ctiticaachieving higher
profits from which would be able to fund furtherveéopment. Most
companies already operate a certain number of yeansce its expansion
projects combining business retained earnings angd-term bank loans.
When it comes to companies that need to achievecaease in the newer
technologies, the research could be the significanéstment required,
they are simply not available.

Positive signs in the expansion base lending to SMESerbia are
due to greater foreign participation in Serbian Ksathat encourages
lending to SMEs, many websites promote bank lendin§MEs, which
indicates that the SME is now seen as an impof&atbr in the customer
base, the presence of micro-credit institutionseaimt SMEs in Serbia,
ProCredit bank and Opportunity, are widespread odtwf branches, not
only produced higher credit opportunities for SMilig also popularize
their lending. Opportunity bank has also two crduolies especially for
women enterprises and female farming.

Information on banking services available to SMEs mproved.
For example, the National Bank of Serbia (Centrani® regularly
publishes a list of services that every large comorak bank makes
available to small and medium-sized enterprises:tyipe of loan (loan)
repayment, interest rates and terms (collaterabweéver, banks are still
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more focused on consumer lending and less on IgndinSME sector.
Loans granted to small enterprises are mostly swtusually not more
than one year. Most long-term loans (over a yelaal banks approve
SMEs are financed through external credit linespupgh the European
Bank for Reconstruction and Development (EBRD),, etnd not from the
bank's own funds. In Serbia, the ICJ requires uglateral, from 150 -
200% for loans ranging from 10,000 to 50,000 euvasich is a major
obstacle for many micro female enterprises. In torac banks usually
require a mortgage on real estate / or ownershifhefland as collateral,
but most of the real estate has not yet been exgibtin the land registry
and can not be used as a guarantee. Even if thestse is accepted as
collateral for loans, banks are often of littlewalo the assessment. This is
a particular problem with small-sized enterprisesdisadvantaged areas,
because of their extremely under estimated propediyes. Another
problem could be the reason that the previous ysarall enterprises,
driven by lower interest rates, taking loans demat&ad in foreign
currencies and not in dinars, and increasing exgotu changes in the
value of foreign currencies against the declinimdug of the dinar. The
dinar loans that granted Serbian banks also gramtecondition that the
borrower is obliged to return the loan in the cewnndicated in Euros. In
fact, about 75% of all local currency loans, whetlmnsumer or
commercial, are "indexed". Excluding more than weie lines of credit
institutions such as the EBRD, it appears thatS&iian banks will have
to continue to source their loans rely solely oairtldeposits. One should
not expect that funds will be available from foreiganks. Access to
deposits depends on the results of the Serbianoeogremployment and
disposable income as well as share personal savkmggncial assistance
to small sized state enterprises in Serbia recoadaamber of state-funded
support for SME businesses, including the allocata credit, have
included a number of institutions, of which the miagportant are:

Financial Kind of Support
Institution
National The main channel of funding in order to provide

Development Fund (subsidized) financing programs in the field of momic
and regional development and SME development,
strengthening competitiveness and related activitie
Approved loans can provide security to the Fundather
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Guarantee Fund

Especial loan lines

institutions on a commission basis or are providgdhe
Fund's own resources. Includes: Long-term loangpofo
five years at an annual interest rate of one pércen
financed by the Ministry of Economy and Regional
Development; Short-term loans (6 months), with @nuel
interest rate of 3.5% from own resources of thedi-un
long-term loans of up to five years at an annusérast
rate of 4.5% and a one-year grace period; loangher
development of trade and services - entrepreneloaals
(4) years with one year grace period and an arintexkst
rate of 1-3%; guarantees issued at an annual sttexte of
2.5% . The work of the Development Fund of the Rdipu
of Serbia is highly centralized.

There are regional offices, and contacts with téesre
small. The Fund publishes regular competitions and
awards credits based on applications received. resat,
there is an estimate that is based on a meetirganatient

or a tour of his / her company, and there is noitodng

of the results in relation to a loan that has bagproved
and paid

The aim is to facilitate bank lending to small anddium-
sized enterprises. The main function of the Fundois
provide guarantees to commercial banks for loarsstall
and medium enterprises, both private individuals raail
shops, in order to reduce the risk of banks and,
consequently, the level of collateral required wiaf and
medium enterprises. The original intention was it
Fund issues guarantees to commercial banks agecalla
orderly repayment of loans granted to small andiumed
sized enterprises up to 50% of their value. Guamfund
has never achieved a significant level of activatyd in
2009. The annexed to the Development Fund of the
Republic of Serbia. Capital Guarantee Fund transfier
from the merger amounted to 1.885531 billion dir(a&2
million euros). - The total value of guaranteesuéskin
2009 amounted to 400 846 000 dinars (3.86 euros). N
information on the number of guarantees. Seeme tihé
current warranty provided coverage for 30% of the
collateral and not 50% as originally planned.

Subsidized loans for liquidity of the econolnistry of
Economy and Regional Development through the
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Development Fund of the Republic of Serbia launched
program with commercial grandmothers that provide
subsidized loans for liquidity of the economy corgr
investments, liquidity, long-term working capitahdnce
permanent assets, export activities and finaneadihg. A
number of banks signed the contracts for partimpain
this program

External sources of Venture capital and "business angels", funds froivape

funding sources, and provide them, companies that invest in
enterprise-beginners or expansion of business aadthy
individuals who invest in beginners. Average inuestt
of a "business angel" is usually less than thestment of
a venture capital company, and the reason, vecapial
companies and "business angels" is usually regeadeal
separate categorynlike bank financing, venture capital
companies and "business angels" do not requireymegrat
schedule of the loan, but for the money you invesstt to
buy a minority stake in the share capital of thenpany.
Venture capital investors typically seek to realibeir
investment within five years, was going public,lisgl a
strategic partner or a company selling its stakev@nture
capital companies, and "business angels" functjan,
need to have investment opportunities. Currenterahis
no information about such opportunities in SerBi@sides
the capital injection, venture capital investorliiely to
contribute to a company's credibility with its exjme in
the management and support, and access to yowctent
Within the mentoring and monitoring of its investite is
likely to seek membership of the Board of Directors
Again it should be noted that many venture cagitabls
prefer to invest in companies with high growth poed in
much riskier than "beginner" company. Sometimes
different "pure" venture capital for beginners,oakhown
as seminal capital (seed capital) and developmapitad
to the expansion of existing businesses.

In Serbia there are no registered venture capitadld or
rounded legislation that would allow the establighinof
these funds, but operates several foreign privatgwe
capital funds, which restrict their investmentsaimuire
stakes in major companies in Serbia.

At the end of 2009 year, established the first Bess
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Angel Network in Serbia, titled "Business AngelstiMark

of Serbia" (Serbian Business Angels Network SBAN).
SBAN allows entrepreneurs through web portal teates

as a "matchmaking" platform, put their businessasdend
projects that require investment. Investors, bussine
angels, who are members of the network, have thigyab
to view all of these projects and their search reas of
interest or the amount of capital needed to invest.

The Law on Investment Funds of the Republic of Besltipulates:
open (similar to American and European investmant$, mutual funds
investing in transferable securities-UCITS) andsebbend investment
funds, which are designed to incorporate the savofgsmall investors to
invest in marketable securities that. Governmemidscand shares traded
on stock exchanges, private equity funds, whichnaoee flexible in terms
of their investment. An investor who founded tha/gte fund must invest
at least EUR 50,000. This law does not provide wentcapital or the
state's share of these funds.

In Serbia, there are two banks in microfinanceocUredit Bank and
Opportunity International. Despite the legal enmimeent is not favorable
for their work, there are three major microfinanastitutions in Serbia.
These institutions receive financial support fronternational donors
including the Austrian Development Agency, Daniddgtherlands
Embassy, ICRC, SIDA, UNHCR and the World. Three b&ar
microfinance institutions aréAgroinvestassociated with the organization
World Vision and has for a decade been operatin§earbia. It provides
micro loans to approximately 40 000 clients in $erénd Montenegro.
Agroinvest, which is registered as a trading congpanmarily focused on
improving the lives of the poor in the villagedicro Development Fund
(MDF), 2001 registered as an NGO, has a networkireé negional and
local offices, supported by 12 630 small businegséise amount of oko18
million. Microfinsreregistred in 2000 as a nonprofit organizatiorhvtiite
goal of microfinance, providing housing micro lodansvulnerable groups.
In the absence of a legal framework to regulateir thativities,
microfinance institutions in Serbia are working dhe basis of a
cooperation agreement and the commission to be mitlecommercial
banks. Under this arrangement, the bank pays thieamtor loan approved
microfinance institutions as a loan on behalf oéntiselves and non-
governmental organization takes full responsibiigydelay in payment of
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wages and bank commission. Among microfinancetutgins in Serbia
and their supporters of the opinion that internmelassistance was greater
when Serbia was appropriate regulations for thasstutions to enable
them to directly pay the loans. National Bank ofts®e has consistently
rejected proposals for the adoption of any lanetgutate this issue.

Without Multi guarantee scheme, with a very hostiammercial
banking sector in Serbia SMEs, especially small d@emfirms with
development potential to grow in the area of higthhology, as well as
those with ambitions of developing new productsulddhave difficulties
to achieve their development programs and projebiese guarantees
allow small businesses, which make 95% in totaicstire of SMESs, within
14% of female small companies in Serbia, to prarfee a profitable
growth of their income.

Preconditions for small female enterprises to reabetter access to
finance in Serbia would be more dynamic enterprigesnselves, the
higher interest to participate in Multi guaranteghemes and support
organizations, at the time these schemas woulduoeded in Serbia.

For small female enterprises would be of importatioe further
learning of public and private entities and ingiitas in Serbia, following
the guidelines of EIF / EU investment fund / in tthesigning of these
schemes, improving the role of informal investomnsthe financing of
innovative technologies according to the EU Comiarssvith increasing
the benefits for small companies as end-usersrdaadnediaries.

Conclusion

Europe does not have enough entrepreneurs and smsilhess
founders often have no adequate access to extdmahce. This
insufficient supply of microloans is a major issue, particular where
business founders are unemployed persons, womeparr of ethnic
minorities. Since the 19th century, savings bankd @o-operative banks
have been the main microcredit providers. The nore@it provided by
banks is however not sufficient to match the micedd demand. In the
last two decades, therefore, new private microtredtitutions have been
emerging, especially in the Candidate Countries also in some Member
States, such as France, Spain, and the United BEmgdepending on
national laws they are limited companies, micrafice institutions, trusts,
foundations, charities or non-profit associationshich provide a
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significant support to business creation. Supportithe supply of
microloans is therefore not only an issue of emgeeurship and economic
growth, but also of social inclusion.

Overall, a large number of financial institution® anot sufficiently
active in this segment, but the situation variassome Member States, 3
out of 4 business founders receive a bank loart ast an overdraft, but
in other Member States, the ratio is 1 out of 4.

In the majority Candidate Countries, the shortageredit supply
remains a major constraint for business creatogsthe growth of small
enterprises.

Guarantee (co- and counter-guarantee) schemesitredsser for the
credit institution to provide microcredit becauds risk exposure is
reduced and its capital requirement is mitigated.

It would be useful to carry out an overall viewS¥E financing in
Serbia by the banking, government and outside fundsrder to assess
their effectiveness and profitability, determineetler it may be necessary
to adjust priorities to the proposed reallocatiomd anew programs,
especially those listed in the paper, pointing tdifeerent address issues
like collateral, multi guarantees and solidaritgng& funds financed from
the state budget, as well as greater involvemetdaall budgets in support
of small female companies development could becaltxl or reallocated
to: Initial and development capital for technoldggsed companies and
beginners with development potential - mainly mi@woterprise, credit
guarantee for young female companies with greaterpga, the
Development Fund- now future Development bank msurfor the
companies in the early stages of business, momee®ior startup venture
capital funds with the innovative newcomers asrgeta bringing together
the public and the private investors, founding locanfide system of
guarantees as transfer of best practices of EU.
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Dostupnost multi-mehanizama garantnog fonda
malim i srednjim preduze¢ima: Primer za
kompanije u vlasnistvu zena

APSTRAKT

Finansijsko trziSte i izvori sredstava su u Srbgskudni za mala preduis
posebno ondiji su vlasnici Zene. Mala je mobilizacija kapitgb® raznim osnovama
da bi se podrzala inovativnost malih firmi, ne pestni privatni izvori garancija iz
razlicitih multigarancijskih shema i unapfenih privatno javnih odnosa. Osnovni cilj
ovog rada da uputi na mogduosti uspeSnijeg prenosa primera dobre pakse u
savremenu praksu sistemskih préakifh reSenja Srbije za finansijske posrednike i
krajnje korisnike o: vrstama garancija, zajmova,owine ili meSovitih vidova,
proporcija garancije kojom se pokriva zajam, kamat&Zina, uslovi aplikacije, multi
ucesnika ili drzave. Ulaganja u razvoj malih firma genskim vlasnicima, posebno u
inovaciju proizvoda, usluga i tehnologije jesu giaypreduslov njihovog veg
ukljucivanja u izvoz, prodaju proizvodadesdodate vrednosti van zemlje i odrzivost
njihovog poslovanja.

KLJU CNE RECI: multigarancije, mala preduéa, firme sa Zenskim vlasnicima
Inovativna tehnologija
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