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Optimum financial management in small 
and medium-sized enterprises

Abstract. Small and medium-sized enterprises (SMEs) play a prominent role in promoting economic 
growth, reducing unemployment, advancing technology, and promoting exports of a country. Therefore, 
considering the importance of SMEs in the economy of any country, it is very necessary to provide a platform 
for the formation and, more importantly, the growth and sustainability of these enterprises. Lack of capital 
and lack of access to financial resources are among the problems that SMEs face. The aim of this article is 
to examine the factors affecting the access to financial resources of SMEs in Indonesian industrial estates, 
and this study seeks to answer this question by providing optimal financial resources and sensitivity analysis 
of these SMEs. This study examines the effect of different methods of financing, including short-term debt 
and long-term debt, on the growth of SMEs in Indonesian industries during the period of 2020-2023. This 
study was conducted using a panel data method. The results show that the variables of facility interest rate, 
firm size, firm age, loan amount, and time are among the most important factors affecting firms’ access to 
loans. Furthermore, the sensitivity analysis of the research model shows that if only the financial dimension, 
such as changes in total costs, is considered, the company is more sensitive to environmental uncertainty 
and the possibility of liquidity and profitability crises is greater, while integrated attention to the financial and 
physical dimensions, such as changes in demand, has shown that the company operates more stably in 
terms of profitability and liquidity under conditions of uncertainty.
Keywords: Financing; Small and Medium-Sized Enterprises; Industrial Companies; Optimal Supply; Supply 
and Demand
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1. Introduction and Brief Literature Review
Research on SMEs has grown significantly over the past decade, given the fundamental role 

of SMEs in the industrial sector and their impact on the overall performance of the economy. Cur-
rently, government policies in Indonesia are focused on SMEs (Zada et al., 2021; Ali et al., 2024). 
Therefore, it seems necessary to examine the provision and management of financial resources 
in these units. The main issue of this research is to examine the financing of the capital structure 
of SMEs in Indonesia. SMEs have a special importance and position in the economies of deve
loped and developing countries and they are the pillars of the economy. According to the Zang 
et al. (2023) creating job opportunities in rural areas and small towns, small investments to crea
te employment, using relatively simple production methods and utilizing local resources to pro-
duce small industries are achievable.

Today, the issue of financing has a special place among the countries of the world, both de-
veloping and developed countries. An efficient capital structure has the capacity and ability to 
respond to changes in the surrounding environment and, with good and appropriate perfor-
mance, affects its surrounding environment. Mitton (2008) argues that leveraged companies 
with different debt ratios have different effects on foreign markets and react differently in these 
markets; therefore, the closer the capital structure is to the optimal level, the more likely the 
company is to survive than a company with a capital structure that is far from the optimal level. 
Although many entrepreneurs may have brilliant ideas in business, without adequate financing 
and support, it is not possible to achieve their goals; therefore, companies must use an appro-
priate amount of capital to utilize their capacity and achieve their goals (Iershova et al., 2024). 
This belief is supported by the finding that SMEs first use domestic financing to make invest-
ments and pay for new costs.

The position of financing among countries is of particular importance; this importance is not 
only due to the number and diversity of firms but also because of their important and influential 
position in the economies of countries. Based on the experiences in many countries, these busi-
nesses are the fundamental and fundamental foundation of economic development, which, by ef-
fectively utilizing the country’s resources, increases income and creates employment at the na-
tional and regional levels (Otoo, 2024; Toshpulatov, 2024).

SMEs have a significant impact on poverty alleviation, wealth creation, and greater parti
cipation of segments of society, such as youth and women, in the economic development of 
countries. The development of these enterprises strengthens the spirit of democracy and civil 
society, and encourages entrepreneurs to participate more in the economic, political, and so-
cial activities of the country. In most countries, a large proportion of jobs are created through 
SMEs. For example, 30 high-income countries from the Organization for Economic Coopera-
tion and Development account for two-thirds of formal employment (Liu, 2023). In low-income 
countries, this proportion is lower, but still significant. The results of a World Bank survey show 
that small companies have the lowest contribution to employment in countries. This is despite 
the fact that the total employment of SMEs is comparable to that of large companies. SMEs ac-
count for a large share of employment in developed countries. On average, SMEs account for 
45% of employment, which is a significant amount of employment and nearly half of the em-
ployment level.

Based on previous studies and the importance of the issue of financing SMEs, this study at-
tempts to identify the variables that affect domestic and foreign financing. The capital struc-
ture of each of SMEs is also examined separately for a period of four years, and market value 
is used as a criterion for determining SMEs in order to express the importance and position of 
SMEs in the Indonesian economy. Therefore, it is very important evaluate the main obstacles 
to their access to financial resources to promote and strengthen SMEs. This research aims to 
identify those factors that are effective in their success or failure in attracting financial resour
ces and to propose an appropriate model for industrial estates by analyzing the sensitivity of 
supply and demand.

https://doi.org/10.21003/ea.V214-10
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2. Method
The present study, considering the type and objectives of the study, has a developmental-ap-

plied approach and has a qualitative-quantitative approach in terms of implementation and data 
analysis method. In order to determine the type of company, the definition of the Central Bank of 
Indonesia, which considers businesses with less than one hundred workers as SMEs, was used as 
a basis. The sampling method in this study was purposeful and was studied in order to determine 
the sample size of industrial SMEs in Indonesia in the period 2020-2023.

In this study, using the model presented by Nguyen et al. (2020) and using the panel approach 
method, the impact of factors affecting SMEs’ access to financial resources was evaluated ac-
cording to Equation 1. The variables that, according to domestic and studies (Alamineh, 2020), 
affect their access to loans include: firm size, interest rate and loan amount, loan maturity, firm lo-
cation, and firm age.

,                                                                            (1)

where:
Rec: Access or lack of access to loans (enters the model as zero and one. If the firm has suc-

ceeded in obtaining a loan during the period under review, one is taken into account, other-
wise zero is taken into account. 

CON: Constant value in the administrative process of obtaining a loan; α is the weighting coeffi-
cient of each variable. 

S: Firm size (a variable indicating the number of employees employed in SMEs in industrial estates 
during the period under study); 

R: Interest rate on promotional facilities for enterprises. 
Q: Loan amount; 
T: Loan maturity date; 
L: Location of the enterprise (based on the distance of the enterprise in the industrial park to the 

city center); 
A: Age of the enterprise.

3. Results
The regression model is fitted with a panel data approach with fixed effects, the results of which 

are reported in Table 1.

According to the results of Table 1, all variables except the location of the enterprise are effec-
tive on access to loans for SME operating in industrial estates in Indonesia during the period stu
died in this article. The coefficient of the interest rate variable is 0.166, indicating that the higher 
the interest rate of the facilities received, because the return of the loan is the highest cost; there-
fore, fewer enterprises apply for loans and the possibility of accessing loans is greater. On the 
other hand, the bank is also more willing to provide facilities with higher interest rates. Therefore, 
this variable has a positive effect on the dependent variable. In the case of the variable S or enter-
prise size, (0.131), the larger the enterprise, the more banks are willing to lend to them, so their 
possibility of accessing loans is greater. Especially in the case of SMEs, which have increased 
their commercialization potential with the expansion of their activities and size, and banks are 
usually more willing to provide loans to them.

Table 1: 
The details of the presented model

Note: R chi 2(8) = 430; Probability chi 2(8) = 0.001; Log Likelihood: -14.564.

Source: Authors' findings
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Q, or loan amount, has a negative effect of -0.0101 on access to loans, because the larger the 
loan amount, the more difficult it is for the bank to finance it and the less willing it is to pay it. T, or 
loan maturity, (-0.008) has a negative impact on access to loans. Because the longer the loan ma-
turity, the bank usually faces more risk in terms of receiving its capital back. Therefore, it usually 
seeks to pay facilities with shorter repayment terms to reduce its risk. According to the results of 
this study on active industrial enterprises, the longer the loan maturity, the less likely the enterpri
ses are to access loans. The location variable of the firm is the only variable that has a meaningless 
or minimal effect in the fit of the present study. Therefore, in the case of firms operating in the in-
dustrial estates under study, the location variable did not have a significant effect on the firm’s ac-
cess to loans compared to other variables, which could be due to the field of activity of the firms. 
Finally, the age variable of the firm, which indicates the age of the firm, also has a positive effect 
of 0.059 on the firm’s access to loans. Since older firms have more history and experience, banks 
also agree to give them loans more easily, so they will have easier access to loans.

In the panel model, the Log Likelihood statistic is used to evaluate the goodness of fit results, 
and the larger its absolute value is, the more appropriate the model is. In this study, according to 
Table 1, its value is 14.564, which is greater than the limit of 7 (Miller, 2013) and indicates the ac-
curacy and appropriateness of the fit.

3.1. Sensitivity Analysis 
Cost Sensitivity Analysis: To evaluate the modeling performance, a sensitivity analysis was 

performed on the financial dimension parameters of the total cost. By applying the aforemen-
tioned changes to the total cost parameter (Figure 1), it was determined that the lower limit of 
profit was positive until the total cost increased by 1% and then became negative. The upper li
mit of profit remained positive until the total cost increased by 64%. In order to analyze the sensiti
vity on liquidity, the total amount of deviation of the lower limit of liquidity from the desired liquidity 
based on the increase in total cost was examined. As shown in Figure 2, the total lower limit of li-
quidity deviation from the desired liquidity increases by approximately USD 12,000 for every 20% 
increase in total costs. The result of the sensitivity analysis of the total cost in the financial dimen-
sion indicates that the model is extremely sensitive to the increase in total cost. Hence, if the pro
duct selling price does not change, the SME should be sensitive to the optimal management of its 
costs to avoid profitability and liquidity problems.

Demand sensitivity analysis: To evaluate the modeling performance, a sensitivity analysis was 
performed in the integrated dimension based on the financial and physical flows of the demand 
parameter, which is generally less controllable. By applying the aforementioned changes to the 
demand parameter (Figure 3), it was determined that the model was acceptable until the demand 
decreased by 79%. Also, by applying the aforementioned changes to the demand parameter, it 
was determined that the lower limit of profit was positive until the demand decreased by 15% and 
then became negative. The upper limit of profit remained positive until the demand decreased by 
79%. It is noteworthy that the lower slope of the decrease in the lower limit of profit compared to 

Figure 1: 
Profit sensitivity analysis based on total cost

Source: Authors' findings
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the decrease in the upper limit of profit based on the decrease in demand, which indicates the 
tendency of the model to maintain positive profit. As shown in Figure 4, the total lower limit of liqui
dity deviation from optimal liquidity up to 25% of demand reduction is below USD 11.87 thousand, 
which is a good indication of the coherence and stability of the presented model in conditions of 
shocks caused by demand reduction. While the upper limit of liquidity up to this amount of demand 
reduction has no deviation from optimal liquidity. The good stability of the model in the event of 
shocks caused by demand reduction indicates an appropriate financing method by considering 
physical and financial flows in an integrated manner. Because in the event of demand reduction, 
the model manages the amount and cost of financing, warehousing, and product supply in such a 
way that the SME does not experience a liquidity and profitability crisis as much as possible.

Figure 3: 
Profit sensitivity analysis based on demand

Source: Authors' findings

Figure 4: 
Sensitivity analysis of the deviation of the lower liquidity limit to demand

Source: Authors' findings

Figure 2: 
Sensitivity of the deviation of the lower liquidity limit based on total cost

Source: Authors' findings



76

ECONOMIC ANNALS-XXI
ECONOMICS AND MANAGEMENT OF ENTERPRISES

Utomo, H., Safitri, M., Tongli, B., Muryani, & Haptari, V. D. / Economic Annals-XXI (2025), 214(3-4), 71-76

4. Conclusion
Despite the awareness of the importance of industrial clusters and the role of SMEs in the 

economy of developing countries and their large share in economic growth, as one of the most 
fundamental factors, recent research shows that SMEs face more difficulties and obstacles than 
large enterprises in meeting their financial needs for survival and development of their activities. 
The aim of this article was to investigate and identify the factors affecting the variable of access to 
loans in SMEs operating in industrial estates. The results of the model fitting showed that all the 
variables studied except the location of the company had a direct effect on the financing of the 
company, and the variable of interest rate of granted facilities showed the greatest effect. The va
riables of loan amount and loan maturity also have a negative effect on the possibility of acces
sing loans, which is logical. Also, the results of the sensitivity in the two areas of demand and cost 
showed that in the conditions of the acute crisis of demand reduction that led to the crisis of pro
fitability and liquidity, the results of solving the model have been such as to reduce the liquidity de-
viation, which is one of the factors of rapid bankruptcy of SMEs. This has shown the attention to 
the stability of the company in crises in the research model, the main reason for which is the at-
tention to financing the company with an integrated perspective resulting from the attention and 
optimal management of the company’s physical and financial flows with other components of the 
supply chain in crisis conditions.

According to the results of the research, it is recommended to the managers of SMEs to pro-
pose the financing method presented in the research, which is a flexible financing method consi
dering the conditions of environmental uncertainty, to the banks so that, if they agree, they can 
create the necessary basis for financing these companies based on the proposed method. As a 
policy recommendation, it can be stated that, considering that the engine of economic growth and 
development of the country is in fact SMEs, therefore, the optimal financing of their required re-
sources should be the main concern of the country’s banking system. On the other hand, to pro-
tect the banking system from banking and financial crises (it is also necessary to mention that in 
any case, SMEs face more risk than large banks and giving loans to them may cause problems for 
the bank), the government should provide the necessary support and regulate the necessary laws 
in this regard.
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