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Abstract: This study aims to analyze variables that influence access to bank loans by SMEs in Kosovo and North Macedonia. 

Research methodology is compound by primary and secondary data. We hypothesized that the age of the SMEs, business size, 

written business plan, collateral type, and business experience before starting as an owner, owner education, and owner gender 

influence access to bank loans for SMEs. Econometric model results revealed that age of the SMEs, business size, and written 

business plan has a significant influence on bank loans borrowed by SMEs, while, collateral type, business experience before 

starting as an owner, owner level of education, and owner gender have no significant influence on bank loans borrowed by SMEs 

in the Republic of Kosovo. Furthermore, from the results obtained we revealed that age of the SMEs, business size, written 

business plan, and owners‟ level of education has a significant influence on bank loan borrowed by SMEs, whereas, collateral type, 

business experience before starting as owner and owners gender have no significant influence on bank loans borrowed by SMEs 

in the Republic of North Macedonia. The findings suggest some future lines of research at the end and provide recommendations 

for the main stakeholders of this field of study. 

  

Keywords: SMEs; Financing; Bank Loans; Growth; Comparison; Kosovo; North Macedonia 

 

 

 

 

 

https://orcid.org/0000-0002-8849-4417
https://orcid.org/0000-0002-3738-8649
https://orcid.org/0000-0002-5982-3664


Journal of Liberty and International Affairs | Volume 7 · Number 3 · 2021 | eISSN 1857-9760 

Published online by the Institute for Research and European Studies at www.e-jlia.com      

     

 

                                            

 13 

INTRODUCTION 

 

As developing countries, it is understandable that Kosovo and North Macedonia 

face a considerable number of economic problems. Around 99% of businesses in 

Kosovo and North Macedonia are SMEs. This percentage shows us that Small and 

Medium Enterprises (SMEs) development has a key role in the economic development 

of these countries. Bank loans are one of the main sources of external financing for 

SMEs in both countries and knowing that financing constraints are considered as one of 

the most important barriers that SMEs face, moreover, being aware of the crucial role of 

the SMEs in the economic development of every country, we analyzed the factors that 

influence the access to bank loans by SMEs. 

According to studies by McKinsey and the International Finance Corporation (IFC) 

the total number of SMEs worldwide amounts to between 420 and 510 million. In 2013 

across the EU28, some 21.6 million SMEs in the nonfinancial business sector employed 

88.8 million people and generated 3,666 trillion € in value-added. Expressed another 

way, 99 out of every 100 businesses are SMEs, as are 2 in every 3 employees and 58 

cents in every euro of value-added (North and Varvakis 2016). 

As mentioned above, SMEs are a key factor that impacts the economic 

development of every country. Their growth contributes positively to economic 

development, through reducing the unemployment rate, innovations, various products 

and services in the market, etc. Nevertheless, to grow they need financial support. 

Additionally, to help in this field we must determine the variables that influence access 

to bank loans by SMEs, in Kosovo and North Macedonia. Financing SMEs and their 

access to finance play a crucial role in growth and development and are key 

determinants of business startups. It is worth mentioning that SMEs have different 

needs and face different challenges concerning financing compared to large businesses 

(Risteska et al. 2014). 

One of the biggest barriers for SMEs to grow is when they have to finance from 

external sources like applying for loans from Banks. In this context, The Investment 

Climate Survey conducted by the World Bank shows that access to finance improves 

firm performance. It does not only facilitate market entry, growth of companies, and risk 

reduction but also promotes innovation and entrepreneurial activity. Furthermore, firms 

with greater access to capital are more able to exploit growth and investment 

opportunities. In other words, aggregate economic performance will be improved by 

increasing access to capital (European Commission 2011). Access to finance is key to 

business development. Investment and innovation are not possible without adequate 

financing. Difficulty in getting finance is one of the main obstacles to the growth of 

many businesses, particularly small and medium-sized enterprises (SMEs). Financial 

flows to SMEs are increasing but remain subdued. Access to finance is still perceived as 

an important problem by several SMEs.  
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Comparing different types of enterprises, micro-enterprises and more innovative 

businesses, in particular, consider their financing as the most pressing problem. Bank 

loans remain the most important source of external financing for SMEs in the EU 

(European Commission 2014). 

The binominal business-bank relationship is critical for the growth and 

development of SMEs. Like in the other countries, SMEs in Kosovo and North Macedonia 

when they do not have enough internal funds to finance their business activities, they 

seek external funds, which usually are bank loans. The discussion of the relevant 

literature related to the access to SMEs finance, as well as to investment finance is of 

particular importance (Krasniqi 2004). According to Beck et al. (2007), the SMEs' access 

to, and cost of, finance is quite often characterized as a major difficulty, up to extent of 

35 percent. It should also be stressed that the small firms come with more difficulty to 

loans since they encounter higher transaction costs and higher premium risks, for they 

are more fragile and they offer lower collaterals (Tmava 2013). 

In Kosovo, bank credit is among the few external financing sources of SMEs and 

this is one of the reasons for the high cost of financing from banks (Grace's short period, 

high operational costs, huge collateral requirement up to double of the required funds 

for the loan, the short period of the use of financial assets even in the case of 

investment loans). Concerning SMEs financing, North Macedonia is in a similar position 

as many other emerging countries. It is completely clear that for establishing and 

successful functioning of a given small or medium-sized enterprise, appropriate financial 

sources are necessary (Risteska et al. 2014). This is exactly the reason why we chose to 

make research in this field, because, it is very important to identify the factors that 

influence access to bank loans by SMEs. In this research, we will present data from our 

observation that we have conducted in manufacturing and commercial (trade) oriented 

SMEs in the Republic of Kosovo and the Republic of North Macedonia. 

To conduct this research, we have applied the data collected from primary 

sources, through a questionnaire with 300 respondents each in Kosovo and North 

Macedonia. Specifically, we will attempt to analyze the research questions as follows: 

 

RQ1: Do the factors selected influence access to bank loans? 

 

RQ2: Do the business plan and the type of collateral facilitate access to bank loans? 

 

RQ3: Does the level of education and experience of business owners influence access to 

bank loans? 

 

The contribution of this study is the expansion and advancement of academic 

literature in this field, to analyze the factors that have an impact on financing. The study 

also uses primary qualitative and quantitative data to conceptualize the objectives of the 
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paper. Furthermore, the study addresses the issues highlighted from the perspective as 

follows: First, the theoretical part which will make a contribution based on data evidence 

and to understand in more detail the factors that affect the facilitation of approaches to 

finance, secondly it offers original empirical research using data for two countries 

applying the multiple regression model, and thirdly a perspective from the policy-

making angle in terms of creating facilities to create a more favorable aspect for the 

development of their activities.  

 

THEORETICAL BACKGROUND 

 

Small and Medium Enterprises (SMEs) are considered the backbone of the 

economic development of every country. The growth of SMEs contributes to the 

economic development of both developed and developing countries. A globalized 

world market enables the activity of SMEs, which are becoming the driving force of 

economic development. Such movements led to changes in production philosophy in 

the most developed countries in the world during the last decades of the 20th century 

when the era of giant corporations was changed by an era of small enterprises, which 

promote the spirit of creativity and individualism, opposite to standardization and 

globalization promoted by the big and multinational corporations (Risteska et al. 2016). 

Results from research are done in Kosovo from RIINVEST (2015) shows that 

access to finance is one of the top barriers for businesses expansion, and, the banks in 

Kosovo has the highest interest rates in the region (compared with Albania, North 

Macedonia, Montenegro, Serbia, and Bosnia and Herzegovina) which is a major obstacle 

to SMEs development. Accordingly, access to finance is a significant issue for SMEs in 

North Macedonia. The underdeveloped financial market, unawareness of additional 

sources of finance; illiquidity issues of the companies have made them susceptible to 

financial shocks from the domestic and the world‟s economy. Hence, most of the 

companies have used bank loans, although, they have initially suggested that 

commercial banks are offering banking loans with high-interest rates (Boshkoska and 

Lazaroski 2016). While SMEs, in general, have disadvantages in accessing finance certain 

types of SMEs are particularly disadvantaged, due to (1) size, such as micro-and informal 

enterprises, (2) age, as start-up and younger enterprises have a limited or no credit track 

record, less experienced entrepreneurs, limited collateral particularly in the form of fixed 

assets. The category of SMEs is of particular concern as these can provide a key source 

of output and employment growth (Harvie, Narjoko, and Oum 2015). Because financial 

markets are imperfect, securities buyers and sellers do not have full access to 

information. Individuals with available funds normally are not capable of identifying 

creditworthy borrowers to whom they could lend those funds. In addition, they do not 

have the expertise to assess the creditworthiness of potential borrowers (Madura 2018). 

Related to this, it is very important to elaborate on the agency theory based on 
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asymmetric information. Asymmetric information is a central assumption in agency 

theory. Perfect information reduces the threat of opportunism as it makes it easier to 

detect actors' opportunistic behavior (Petersen 1993). In such an ideal situation, the 

principal would therefore employ a behavior-based contract and compensate the agent 

accordingly (Eisenhardt 1989). However, in a buyer-supplier relationship, the actors have 

access to different and often insufficient information about their partners' behavior. In 

an international supply chain, information issues are further complicated by cultural and 

physical distances between actors. If actors in a supply chain relationship are within a 

close distance, other things being equal, it would be easier (or less costly) to obtain 

wanted information. Similarly, the greater the distance the harder (or more expensive) it 

becomes to obtain wanted information (Delbufalo 2018). 

 

Conceptual Framework 

 

The conceptual framework of this study centered on the influence of business 

and owners' characteristics on SMEs' accessibility to bank loans in Kosovo and North 

Macedonia. The variables from this conceptual framework hypothetically were tested to 

establish whether there were any significant relationships between independent 

variables and dependent variables. The independent variables of this study are the age 

of the SMEs, business size, written business plan, collateral type, business experience 

before starting as owners, owners' level of education, and owners' gender, while, the 

dependent variable is bank loan borrowed by SMEs. 

 

 
 

Figure 1: Conceptual Framework of Research (Source: Authors‟ depiction) 
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Research Variables 

 

Business and owners characteristics are among the major characteristics that can 

influence SMEs' accessibility to finance from banks in Kosovo and North Macedonia. 

Factors that we have analyzed through this study are as follows: 

 

Bank Loan 

 

Dependent variable:  

 

Access to finance (bank loan) is key to business development. Investment and 

innovation are not possible without adequate financing. Difficulty in getting finance is 

one of the main obstacles to the growth of many businesses, particularly small and 

medium-sized enterprises (SMEs). Financial flows to SMEs are increasing but remain 

subdued. Access to finance is still perceived as an important problem by several SMEs. 

Comparing different types of enterprises, micro-enterprises and more innovative 

businesses, in particular, consider their financing as the most pressing problem. Bank 

loans remain the most important source of external financing for SMEs in the EU 

(European Commission 2014). 

Across the globe, bank finance remains the most important source of external 

financing for SMEs. Many factors influence the availability of bank financing for SMEs, 

including the competitive environment in the banking system, the legal framework for 

bank lending, and the financial readiness of borrowers (OECD et al. 2020). 

 

Independent variables: 

 

SMEs age 

 

While SMEs, in general, have disadvantages in accessing finance certain types of 

SMEs are particularly disadvantaged, due to (1) size, such as micro-and informal 

enterprises, (2) age, as start-up and younger enterprises have a limited or no credit track 

record, less experienced entrepreneurs, limited collateral particularly in the form of fixed 

assets. The category of SMEs is of particular concern as these can provide a key source 

of output and employment growth (Harwie, Narjoko, and Oum 2015). Older companies 

will find easier access to finance and vice versa (Beck, Kunt, Leaven, and Maksimovic 

2003). This also happens in developing countries (Abor 2008). Thus, we propose the 

following hypothesis: 

 

H1: The age of the SMEs influences bank loans borrowed by SMEs. 
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Business Size 

 

SMEs have generally experienced greater difficulties than their larger 

counterparts in accessing finance primarily due to the higher risk they represent, 

especially those without significant credit history or track record (BIS 2010). 

There is a widely held perception that businesses - particularly small businesses – 

face unprecedented capital access challenges. For instance, a recent study of small 

business capital access in North Michigan found that lack of capital was a problem for 

small businesses, particularly young firms, and that inadequate capital was keeping firms 

from growing and adding employees (Snyder et al. 2011). Beck, Demirgüç-Kunt, and 

Maksimovic (2005) further clarify how financial constraints affect firms of different sizes. 

They conclude that financial constraints affect the smallest firms most adversely and that 

an incremental improvement of the financial system that helps relax these constraints 

will be most beneficial for SMEs. 

Small firms identify lack of access to financial services as one of the key 

constraints to growth and investment, SMEs are usually constrained than other 

segments of the economy because of the following: (a) financial sector policy 

distortions; (b) lack of know-how on the part of banks; (c) information asymmetries, for 

example, lack of audited financial statements; and (d) high risks inherent in lending to 

SMEs (Malhotra et al. 2007). Commercial banks often prefer to lend to larger enterprises, 

as they considered lending to small enterprises to be too risky, and their capacity to 

evaluate credit risks is often low (Bartlett 2008). Thus, we propose the following 

hypothesis: 

 

H2: Business size influences bank loans borrowed by SMEs. 

 

Business Plan 

 

To get any new business idea off the ground or develop and better manage an 

existing business, you must have a plan and if you need to raise finance to fund the 

business or get the approval of senior management, it must be a convincing plan 

(Friend and Zehle 2009). Most business plans are prepared to secure some form of 

funding. In the case of new business ideas, banks, venture capitalists, private equity, and 

other providers of capital place great emphasis on the business plan, as this is often all 

they have to rely upon. To get approval or finance for a project and to help manage it is 

a common reason for producing a business plan. A business plan describes the 

business's vision and objectives as well as the strategy and tactics that will be employed 

to achieve them. A plan may also provide the basis for operational budgets, targets, 

procedures, and management control (Friend and Zehle 2009). The variable of the 

business plan has a significant effect on SMEs‟ startup bank loans and the sign of its 
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coefficient is found to be positive. Theoretically, it is assumed that the business plan and 

SMEs‟ startup bank loans would be positively affected. The study has proven that a 

business plan can have a positive influence on SMEs‟ startup bank loans. Many studies 

have found that SMEs which have written business plans stand a higher chance of 

getting a bank loan (Abdesamed and Wahab 2012). 

Financial characteristics like start-up capital, the current status of capital, interest 

rate, business plan, etc. directly affect the access to finance by SMEs (Chowdhury and 

Alam 2017). Thus, we propose the following hypothesis: 

 

H3: Written business plans influence bank loans borrowed by SMEs. 

 

Collateral type 

 

Collateral refers to the extent to which assets are committed by borrowers to a 

lender as security for debt payment (Gitman 2003). The security assets should be used 

to recover the principal in case of default. SMEs in particular provides security in form of 

properties (houses, businesses, the car, and anything that could bring back the principal) 

in case of default on loans (Garrett 2009; Osano and Languitano 2016). Beck et al. (2006) 

using the World Business Environment Survey (WBES), find that collateral requirements 

are the third of the 12 most important financing obstacles for SMEs. Results from the 

EBRD and World Bank Business Environment and Enterprise Performance Survey (BEEPS) 

in Eastern Europe and Central Asia indicate that collateral is the fourth most important 

financing obstacle for external loans. Bester (1985) shows that when borrower quality is 

unknown, banks can use collateral as a screening device to differentiate between good 

and bad borrowers (Rahman et al. 2017). The study found that collateral requirements 

influence access to finance by SMEs in Mozambique. Most SMEs are denied and 

discriminated against by lenders in the provision of financing. This is because of high 

risk and for not having adequate resources to provide as collateral. The study also found 

that houses, land, and businesses are used as security and that banks demand SMEs to 

post the collateral to reduce moral hazard (Osano and Languitano 2016). Thus, we 

propose the following hypothesis: 

 

H4: Collateral type influences bank loans borrowed by SMEs. 

 

Owners Business Experience 

 

Entrepreneurial skills are personal traits, experience, and human capital that favor 

experimentation, risk-taking, and ultimately the growth of incumbent firms (Lederman et 

al. 2014). Young people may suffer from negative social attitudes about their capabilities 

for entrepreneurship that negatively affect their self-perceptions and opportunities to 

https://innovation-entrepreneurship.springeropen.com/articles/10.1186/s13731-016-0041-0#ref-CR28
https://innovation-entrepreneurship.springeropen.com/articles/10.1186/s13731-016-0041-0#ref-CR27
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access key resources needed in business, including financial resources, employees, and 

entrepreneurship-related social capital (Grilo and Irigoyen 2006). In some cases, they 

can be perceived as too young to be taken seriously and therefore face disapproval or 

lack of support from family and friends, customers, suppliers, banks, and other 

organizations (OECD 2013). 

On the surface, it might be expected that older people will face fewer barriers in 

accessing external finance for business start-ups and development than younger 

entrepreneurs since they will tend to have greater savings, collateral, entrepreneurship 

skills, and business networks (OECD 2013). Senior entrepreneurs can take advantage of a 

wealth of knowledge, practice, learning, and experience that they have acquired through 

their working lives, together with an accumulated web of formal and informal work-

related networks giving access to customers, suppliers, investors, business advice, and 

support and other resources. However, while seniors may have acquired the technical 

skills needed for entrepreneurship, they have not necessarily developed business 

management and personal entrepreneurial skills if they spent most of their years 

working as employees rather than business owners, and have not worked in 

management (OECD 2013). Thus, we propose the following hypothesis: 

 

H5: Owners' business experience influences bank loans borrowed by SMEs. 

 

Owners Education 

 

Entrepreneurs include all individuals in a position to make important strategic 

decisions in a firm, including managers, chief executive officers, founders, and engineers 

(Lederman et al. 2014). Education increases the likelihood of survival of new firms and 

subsequent economic performance (Acs, Armington and Zhang 2007), particularly for 

high-tech start-ups, where the founder's human capital is a key driver of growth 

(Colombo and Grilli 2010; Arvanitis and Stucki 2012; Lederman et al. 2014). Irwin and 

Scot (2010) based on their research, found that education plays an important role in 

bank's lending decisions because entrepreneurs with better education have more 

chances to borrow from banks. The educational level of the study participants positively 

influenced the likelihood of access to finance by the MSE firms at a 5 percent significant 

level (Tefera 2019). Thus, we propose the following hypothesis: 

 

H6: Owners' education influences bank loans borrowed by SMEs. 
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Owners Gender 

 

The gender gap in SMEs growth is still a relatively unexplored topic, but a 

growing literature documents that, relative to men, women entrepreneurs are more 

afraid to grow their business. Empirical evidence suggests that women-owned firms 

tend to be smaller than firms owned by men and grow at a slower rate (GFDR 2014). 

Furthermore, gender-based obstacles - unconventional thinking, cultural and social 

values, family responsibilities, lack of management skills, and small amounts of personal 

capital to be used for start-ups or collateral - may aggravate the difficulties women face 

(OECD 2001). In the case of female entrepreneurs, the evidence, although limited, 

suggests that both nascent and established women entrepreneurs experience greater 

difficulties in financing their business ventures in comparison to their male (Henry, 

Johnston and Hamouda 2006). Thus, we propose the following hypothesis: 

 

H7: Owners' gender influences bank loans borrowed by SMEs. 

 

RESEARCH METHODOLOGY 

 

Data and Sample 

 

The research paradigm is quantitative. We designed a questionnaire for SMEs in 

Kosovo and North Macedonia which contained 25 questions that were structured in 

three blocks that were the general business questions, questions to identify the 

challenges faced by SMEs when financing through bank loans, and questions related to 

entrepreneurs as owners of SMEs. The target population in this research is two groups 

of SMEs: trading companies and manufacturing companies from all the regions in both 

countries Kosovo and North Macedonia, and, banks in both countries. The total 

population of our research is presented in the table below. 

 
Table 1: Number of the research population (Source: Kosovo Statistics Agency; State Statistical Agency of 

North Macedonia) 

 

 Kosovo North Macedonia 

Trading 15,969 21,000 

Manufacturing 4,893 7,447 

Total 20,862 28,447 

 

To investigate the effect of independent variables and their effect on external 

financial access, a questionnaire was distributed to 600 businesses (300 in Kosovo and 

300 in Northern Macedonia). The random method to stratification sample has been 
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used, providing equal opportunities and probability to all businesses. On the stratum of 

the sample, the following specifics were used: active businesses, the size of the business, 

and the activity in which they operate, with the sole purpose of achieving the most 

adequate representation. Budget, time, resources, and other constraints may affect 

sample size considerations as well (Bartlett et al. 2001). It is often challenging for 

researchers to physically approach a geographically dispersed population due to limited 

financial resources. Traveling through different states to collect data or hiring 

enumerators to do so to secure an adequate and representative sample is both time-

consuming and costly (Memon et al. 2020). According to the confidence level of 95% 

and margin of errors 0.05, we must say that our selected sample almost fulfills the 

number of SMEs that must be included in the sample size1.  

In both countries, we used random samples in selecting SMEs for surveys in both 

sectors because of its ease of assembling the sample. It is also considered as a fair way 

of selecting a sample from a given population since every member is given equal 

opportunities of being selected. Another key feature of simple random sampling is its 

representativeness of the population. Data were collected in the period from June 2018 

to March 2019. The research sample is explained as below: 

 We realized a survey with 300 SMEs in the Republic of Kosovo. 

 We realized a survey with 300 SMEs in the Republic of North Macedonia. 

 

A research approach is a positivist approach, which means that only „factual‟ 

knowledge gained through observation (the senses), including measurement, is 

trustworthy. The current study used cross-sectional data, which consisted of quantitative 

data, which was captured, coded and analyzed using the Statistical Package for Social 

Sciences (SPSS) computer software. All variables, including the response to the open-

ended questions and closed-ended questions, were coded before being captured in 

SPSS (Martin and Acuna 2002). 

 

Model Specification 

 

There are different types of regression models, namely linear regression, logistic 

regression, polynomial regression, stepwise regression, ridge regression, lasso 

regression, and elastic net regression (O'Gorman and MacIntosh 2015). However, the 

type of regression model used is mostly dependent on the choice of the dependent 

variables. To analyze the effect of the independent variables in the dependent variable 

we decided to use the multiple linear regression which is used when we want to predict 

the value of a variable based on the value of two or more other variables. 

                                                           
1
 Research Sample Size from Research Advisers (2006). 

http://research-methodology.net/research-methods/qualitative-research/observation/
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Multiple regression also allows determining the overall fit (variance explained) of 

the model and the relative contribution of each of the predictors to the total variance 

explained. Multiple linear regression attempts to model the relationship between two or 

more explanatory variables and a response variable by fitting a linear equation to 

observed data. Every value of the independent variable x is associated with a value of 

the dependent variable y. 

The model for multiple linear regression, given n observations, is: 

𝐲𝐢 = 𝛃𝟎 + 𝛃𝟏𝐱𝐢𝟏 + 𝛃𝟐𝐱𝐢𝟐 +…+ 𝛃𝐧𝐱𝐧 + 𝛆𝐢 …(1) 

 

Where: 

 yi= the predicted value of the dependent variable 

 β0= the y-intercept (value of y when all other parameters are set to 0) 

 β1xi1= the regression coefficient (B1) of the first independent variable (X1) (a.k.a. 

the effect that increases the value of the independent variable has on the 

predicted y value) 

 … = do the same for however many independent variables you are testing 

 βnxn= the regression coefficient of the last independent variable 

 εi= model error (a.k.a. how much variation there is in our estimate of y) 

yi =
β0 + β1Age + β2Size + β3Busplan + β4Collateral + β5OwnerrExperience + β6OwnerrEdu +

β7Gender + εi…(2) 

 

EMPIRICAL FINDINGS 

 

We applied different statistical methods to analyze the data. It was run the R2 test 

and Anova table also to see if the model fits the data. From the results obtained we 

revealed that from our R squared value our independent variables explain 26.3% in 

Kosovo and 41.6% in North Macedonia of the variability of our dependent variable that 

is the bank loan. 

 
Table 2: Model summary (Source: Authors‟ depiction) 

 

Model R R
2
 R

2
 Adjusted Std. the Error of the 

Estimate 

Significance 

F Change 

Durbin-Watson 

Kosovo .513a .263 .223 .636 .000 1.814 

North 

Macedonia 

.645a .416 .381 .542 .000 2.097 

a. Predictors: (Constant), If yes, what was used as collateral?, Size of the company, Owner‟s gender, 

Business experience before starting as an owner, Written business plan, Age of the SME (The year of 

establishment), Owner‟s level of education.  
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To analyze the data we performed the Durbin-Watson test. The Durbin-Watson 

statistic tests the null hypothesis that the residuals from an ordinary least-squares 

regression are not autocorrelated against the alternative that the residuals follow an 

AR1 process. The Durbin-Watson statistic ranges in value from 0 to 4. A value near 2 

indicates non-autocorrelation; a value toward 0 indicates positive autocorrelation; a 

value toward 4 indicates negative autocorrelation. Because of the dependence of any 

computed Durbin-Watson value on the associated data matrix, exact critical values of 

the Durbin-Watson statistic are not tabulated for all possible cases.  

Instead, Durbin and Watson established upper and lower bounds for the critical 

values. Typically, tabulated bounds are used to test the hypothesis of zero 

autocorrelation against the alternative of positive first-order autocorrelation, since 

positive autocorrelation is seen much more frequently in practice than negative 

autocorrelation. To use the table, you must cross-reference the sample size against the 

number of regressors, excluding the constant from the count of the number of 

regressors. The conventional Durbin-Watson tables are not applicable when you do not 

have a constant term in the regression. Instead, you must refer to an appropriate set of 

Durbin-Watson tables. The conventional Durbin-Watson tables are also not applicable 

when a lagged dependent variable appears among the regressors. From the results 

obtained in Kosovo, the Durbin-Watson coefficient was 1.814, whereas, in North 

Macedonia, was 2.097. Results revealed that there is no autocorrelation in the model 

used because the results are within the range of 1.5 to 2.5. 

 
Table 3: ANOVA (Source: Authors‟ depiction) 

 

Country Model Sum of 

Squares 

df Mean Square F Significance 

Kosovo Regression 

Residual 

Total 

18.630 

52.187 

70.818 

7 

129 

136 

2.661 

.405 

6.579 .000
b
 

North 

Macedonia 

Regression 

Residual 

Total 

24.645 

34.656 

59.302 

7 

118 

125 

3.521 

.294 

11.988 .000
b
 

a. Dependent Variable: Bank Loan, b. Predictors: (Constant), Owner‟s gender, Size of the company, Written 

business plan, Age of the SMEs (The year of establishment), Collateral type, Owner‟s level of education, 

Business experience before starting as an owner. 

 

From the results obtained we revealed that the model as a whole was significant 

to predict loan amount wherein Kosovo p<.000, whereas, in North Macedonia p<.000 as 

shown by ANOVA table results.  

Furthermore, it was used a multiple linear regression model to explain the 

influence of independent variables in the dependent variable that in our case was a bank 

loan borrowed by SMEs. 
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Table 4: Multiple Linear Regression Analysis (Source: Authors‟ depiction) 

 

 Kosovo North Macedonia 

B t Sig. B t Sig. 

Constant 1.618 3.615 0.000 1.733 5.415 0.000 

Age of the SME  0.040 4.016 0.000 0.011 3.322 0.001 

Size of the company 0.355 2.430 0.016 0.510 6.146 0.000 

Written business plan -0.188 -2.621 0.010 -0.257 -3.368 0.001 

Collateral type 0.189 1.710 0.090 0.085 0.888 0.376 

Business experience before starting as an 

owner 

0.042 0.256 0.798 0.168 1.458 0.148 

Owner‟s level of education 0.055 0.577 0.565 -0.189 -2.186 0.031 

Owner‟s gender -0.309 -1.692 0.093 0.111 0.978 0.330 

a. Dependent Variable: Bank Loan. Note. (***), (**), (*) significant, respectively, at 1, 5, and 10 percent. 

 

From the results obtained based on the level of significance value less than .05 of 

each independent variable, we can argue that age of the SMEs (P=.000), business size 

(P=.016), and written business plan (P=.010) have influenced significantly the bank loan 

borrowed by SMEs, while, collateral type, business experience before starting as an 

owner, owners‟ level of education and owners‟ gender has no significant influence on 

bank loan borrowed by SMEs in the Republic of Kosovo. Furthermore, the results 

revealed that in the Republic of North Macedonia age of the SMEs (P=.001), business 

size (P=.000), written business plan (P=.001), and owners‟ level of education (P=.031) 

have a significant influence on bank loans borrowed by SMEs, whereas, collateral type, 

business experience before starting as an owner and owners‟ gender have no significant 

influence on bank loans borrowed by SMEs. 

 

DISCUSSION 

 

Table 4 presents the results obtained from multiple linear regression, for each 

country included in the research. The findings in general do not have any significant 

differences between countries. The age of the SMEs, in both cases, has resulted in a 

significant influence at the level of 1%, but with a moderate change in the coefficient of 

4,016, respectively 3,322. So, in both cases, it is confirmed that the age of the SMEs has 

a significant positive influence on the bank loan, and these findings confirm hypothesis 

H1 in the framework of our study. The conclusion derived from these findings gives us 

indications that firms that exercise their activity for a longer period have easier access to 

finance, concerning new firms. These results agree with the studies highlighted below. 

Canton et al. (2013) suggest that the problem of information asymmetry discourages 

SMEs from credit financing, as the perception has been created that these firms do not 

have credible accounting records, are less transparent compared to large firms.   
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In this regard, Quartey et al. (2017) in their study argue that firms that are longer 

in the market may have easier access to finance because they have a wider network of 

collaboration and a good history created with financial institutions. Also, the variable 

size of the company, which is considered critical in treating this phenomenon, based on 

empirical findings has resulted in having a significant impact at the level of 1%. The 

findings for this variable confirm the verification of hypothesis H2, where it is argued 

that the size of the company has a significant influence on the creation of access to 

finance. The findings for the hypothesis H2 size of the company are consistent with the 

findings of Brixiova et al. (2020), where they analyzed 42 sub-African countries, using an 

assessment-based approach to access to finance, and arguing that businesses that have 

easier inflow to bank finance have better opportunities in job creation than SMEs that 

do not have inflow to financing. 

The drafting of a business plan, which is a guiding map of business growth on the 

one hand, and the requirements set by the regulatory authority of financial institutions, 

which obliges commercial banks to set as a criterion when applying for a loan, is a very 

important component for facilitating access to bank loans. Therefore, the generated 

econometric results show that the drafting of the business plan has an important effect 

of 1%, in Kosovo, respectively, in North Macedonia. The coefficient of this effect is 

negative, which proves that SMEs without business plans can be rejected when applying 

for bank loans. Based on these outcomes, hypothesis H3 is confirmed, that the drafting 

of the business plan has a mitigating effect on the financing approach. The results for 

this component so far have appeared mixed, our results are in full agreement with the 

studies conducted by Zahra and Garvis (2000) where they argue that these variables 

have important correlations. Whereas, they are in contradiction with the results of 

Durguti et al. (2020) where they argue that in the case of Kosovo the drafting of the 

business plan has an insignificant effect. 

Based on the results revealed we argue that hypothesis H4 we can't confirm. 

Based on these results where the level of significance is higher than .05, H4 turns out 

not to be confirmed in the case of Kosovo at the level of significance of 10%, while in 

the case of North Macedonia it turned out to be non-significant as the P-value is 0.376, 

and in this case, it is confirmed that the type of collateral hasn't significant influence on 

facilitating access to finance. The outcome turns out to be surprising and at the same 

time challenging, as globally, and according to the criteria of the Basel Committee, it is 

recommended to banks to apply the security measures for non-failure of loans by 

borrowers, which is considered a secondary mechanism of the fulfillment of the 

obligation. This finding is not consistent with the findings of Mullei and Bokea (2000) 

who argue that banks require collateral to finance SMEs and that the collateral must be 

at least 100% or more equal to the loan extension amount or the financing product. The 

same findings have been reached by Osano and Languitone (2016) were their findings 

on the factors that influence access to finance, the demand for collateral has turned out 
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to be significant. Additionally, hypothesis H5, business experience before starting as an 

owner has turned out to be of insignificant impact. Our findings are in line with the 

findings of Ogubazghi and Muturi (2014) which argue that the educational level of the 

owner/manager does not have a significant effect on access to the bank loan. 

The level of education of the owners is undoubtedly an important component to 

analyze what impact it has on the development of the firm on the one hand, as well as 

in the context of presenting the H6 hypothesis on the other hand. The results reflected 

in Table 4, concerning this variable ensures that the level of education has a non-

significant impact as the P-value is 0.565 in the case of Kosovo, while with a significant 

impact of 1%, it turned out to be within the case of North Macedonia, as the P-value is 

0.031. In most studies conducted so far, the level of education of owners/managers is 

classified into primary, secondary, and tertiary education. Zarook et al. (2013); Slavec and 

Prodan (2012) have found that the level of education of owners impacts facilitating 

access to finance. Moreover, Pandula (2011) has also found that educational 

background has a significant impact on access to bank loans. 

The owner's gender is a variable that has received special attention in the last 

decade in the Western Balkans. The reason is that the loan financing of businesses 

owned by women has been linked to the provision of collateral, which has significantly 

improved the issue but has also advanced in the policy-making process. Therefore, in 

hypothesis H7, we can't confirm, wherein the case of Kosovo and in North Macedonia, it 

turned out to be non-significant. Calcagnini et al. (2015) in their study „Gender 

Differences in Bank Loan Access: An Empirical Analysis‟ argue that traditionally female 

business owners have difficulty or high costs in accessing bank credit. Additionally, their 

results did not show a significant impact, which is in line with the results of our study. 

 

CONCLUSION 

 

This research aimed to analyze the influence of factors, age of the SMEs, business 

size, written business plan, collateral type, and business experience before starting as an 

owner, owners‟ level of education, and owners‟ gender in SMEs' access to bank loans. As 

explained earlier the sample is composed of manufacturing and commercial SMEs that 

operate in the Republic of Kosovo and Republic of North Macedonia conducted with 

executives of 300 SMEs in Kosovo and 300 SMEs in North Macedonia during 2018-2019. 

Using data from a self-administered survey gives us the possibility to analyze some of 

the factors that are important for access to bank loans by SMEs. Moreover, it is 

important to mention that there are no other studies in this field that are based on 

comparative analysis between Kosovo and North Macedonia. 

From the results obtained we conclude that the age of the SMEs has a positive 

influence on access to bank loans borrowed by SMEs in Kosovo and North Macedonia. 

The conclusion derived from these findings gives us indications that firms that exercise 
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their activity for a longer period have easier access to finance, concerning new firms. 

Furthermore, from the results obtained we conclude that business size influences 

positively the access to finance by SMEs in Kosovo and North Macedonia which means 

that smaller firms have harder access to finance than larger firms. 

Regarding the business plan, we conclude that a written business plan has a 

negative influence on access to bank loans by SMEs which proves that SMEs without 

business plans can be rejected when applying for bank loans. Moreover, the owner's 

level of education has a significant influence on access to bank loans for SMEs in the 

Republic of North Macedonia. 

From our data analyses, we conclude that collateral type, business experience 

before starting as an owner, and owners' gender have no significant influence on access 

to bank loans by SMEs in Kosovo and North Macedonia. 

Our recommendations for policymakers are: to develop programs for financial 

support of the SMEs; to develop special programs for financial support of the 

manufacture SMEs because they will impact positively in the trade balance through 

exports; to develop special funds through which will provide support for the payment of 

interest rates of the SMEs loans; to develop special programs for financial support of the 

women entrepreneurs; to establish policies that will influence in the raise of banking 

competition, and, will provide: improvement on the financing conditions for SMEs,  

lower interest rates and other banking expenses, higher grays period, facilitation of the 

collateral requirements, higher repayment deadlines for SMEs. Furthermore, for SMEs in 

both countries that finance their business through bank loans, we recommend analyzing 

the factors that influence access to finance which we identified through our findings to 

facilitate their access to bank loans. 

For this stage of research, we have selected only a few independent variables to 

analyze how they influence the access to bank loans by SMEs. Moreover, we are aware 

that other variables might influence access to finance. Furthermore, this opens some 

lines for future researches. Therefore, future studies should consider analyzing other 

variables that might influence SMEs' access to bank loans. 
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