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  1. Introduction

I have chosen topic “Small and medium business financing in Lithuania and abroad” because I think that for me,

future manager it is really important. Before writing and searching information I thought that it is not so difficult to get credit if you want to start your business.   In my coursework I will present the different ways of financing your business and also to prove that it is really difficult to get it, especially if you are new in business area. I will do that by showing how many documents, how many rules and requirements had to be fulfilled if you want to get a credit. In my coursework I have chosen to analyze 4 banks and their services, which are similar, also services that are exclusive in in each of banks. Banks I have chosen are:   DnB Nord, Šiaulių bankas, Citadelė, SNORAS.   Also I will give some suggestions how to get finance not from banks. I will present Business angels, trade credit. Moreover, in my coursework I will explain in detail what role small and medium business plays in Lithuania’s economy and I will provide some statistics, I will give requirements form small and medium business. 
And finally, I will shortly describe business financing abroad, in X country, which will be New Zealand. I will show, that even though, in 2010 this country won 1st place and was said to be the best place to start business, I will show, that initial capital from banks is hard to get. I will write about grants there and what kind of business they promote and give grants for. So, first of all, small business took the largest share of companies and is very important for each country. Often, it is even called

the country's economy’s backbone. Development   of small business in country reduces unemployment, increases the tax base, have an impact on overall GDP. It is therefore extremely important to encourage people to set up small businesses. One of the main things to do that is to provide more financial aid to small businesses. Our small country - Lithuania is not strong, well developed, there are no big investment companies to help develop business ideas, and most importantly - to help them financially. Therefore, the main source of financing for small business remains - bank, but during the 2008-2011 crisis revealed that the situation of   small business and banking cooperation is really bad, during that time at all the banks refused to finance   small business. Due to this fact in Lithuania many of small and medium companies bankrupted.

  2. Small business in Lithuania
2.1 Definition of what is small and medium business?

It is…

...an integral part of each country's economy.
...one of the most important growth factors with major effects on:
1. Lithuania’s economic development;
2. Creation of new jobs;
3. Social stability;
...dynamic, constantly changing group of companies
...a link in the middle of economic chain, which has a decisive influence on economic growth and social stability of the relationship

2.2 Role of small and medium business in Lithuania. Its place in Lithuania‘s economies statistics
„Small and medium business has become an economic phenomenon in many countries. Its dimension

and development speed are significant. The impact of SMEs on Lithuanias economy is growing rapidly. Nowadays the Govertment of Lithuania treats SMEs as a market share able to produce goods or services and contribute to the health of economy. The strategy SME development of the Republic of Lithuania up to 2015 indicates the next mediumterm goals: prioritizing the development of the SME sector; promoting fast integration of the SME sector into European Economic area; improving the competitiveness of small and medium-sized enterprises by developing an environment conducive to the implementation of innovation and application of new technologies; promoting international cooperation among SMEs as well as increasing exports in their products and services sectors; completing the key elements of the SME development system: the institutional, information and financial assistance structure and control“.
The gross domestic product (GDP) produced by small and medium enterprises in Lithuania shows the role of the SME sector in the national economy (about 80 percent ) and its importance is increasing every year. Analysing different kinds of economic activities and business dimension in Lithuania it is obvious that that SMEs play a major role in all areas. There is only less than 1% of enterprises employing more than 1000 employees and about 99% representing small and medium-sized businesses in Lithuania 
By the statistics of   statistic department of Lithuania , at the beginning of 2009 in Lithuania there were

63 187   SME’s   in total that means more than 99% of all companies in Lithuania.   During last few years   this information hasn’t changed a lot.

First of all, I would like to cover why money for business is important.
So, generally, money is needed in the firm for three main reasons:
“-Start-up. Firms often start small and have a small number of owners. This means that the finance that they are able to provide is going to be limited and they will often have to seek additional finance to cover their start-up costs including premises, machinery, raw materials, etc.
-Cash flow for day-to-day costs. The timing of payments for goods and services delivered to customers does not always match the outgoings of payments for raw materials and wages. Finance may be needed to cover those periods where the firm is short of cash. Cash flow is vital for any firm.
-Expansion. Small firms may wish to expand and grow. In order to move into larger premises, open up new shops, employ more staff and purchase more equipment, the firm will need to seek finance. Some of the finance may be provided internally through ploughed back profits, but in addition, the firm may need to look externally at loans and share capital”.

2.4 The main requirements for getting financing in Lithuania: number of employees, size of turnover

There are many ways of deciding what size of business is a small one. Some criteria can be used:
1. The number of employees
2. The amount of capital the business has at its disposal
3. The size of business’s

turnover
4. The size of business’s profit
5. The amount of plant and equipment.
None of the above criteria is straightforward to apply. Using the number of employees as the only one criterion will make it difficult to compare, for example, a firm of painters and decorators with a computer software house. Both have 50 employees but using the other criteria would give a different picture of which a large business. So European Commission Recommendation for micro, small and medium-sized business is as follows:

  3. Financing small and medium business in Lithuania. Searching for the cheapest way

      4.1 Financing business in commercial banks

In this section I will write about services in these 4 banks:
1)DnB Nord

2) Šiaulių bankas

3) Citadelė

4) SNORAS

I will provide the services they offer for small and medium enterprises, the amount of money you can get in these banks, and also the requirements to get these services. 

        4.2.1 Typical services in Lithuania’s commercial banks. Searching for cheapest

  * Government guaranteed loans
  * Long-term credits
  * Short-term credits
  * Factoring
  * Credit line
  * Leasing
  * Overdraft

Government supported small credits

Small credits are the state supported credits granted in more favourable terms to the medium, small and very small companies registered in Lithuanian, the key business of which is located there.
It is for companies which meet the very micro, small or medium-sized enterprises standards

, as well as individuals, by operation of law with the right to have in independent commercial, industrial or professional and other similar activities, including those, carried out under a business license.

The main requirements for companies:

has fewer than 250 employees
annual turnover   does not exceed 138 million. LT
Money is given for investment projects and working capital.
Sum of money available – 350,000LT. AB "Citadele" bankas investiciniams projektams teikia kreditus iki 5-erių metų laikotarpiui bei kreditus apyvartinėms lėšoms papildyti - iki 2-jų metų laikotarpiui. The same in „Šiaulių bank“.
In SNORAS business can get government supported credit for 6 years. And the sum available is 2 million LT.
In DnB Nord the sum available is the highest - Loan amount per borrower may not exceed 12.5 million. equivalent of the euro. The duration of projects must be not shorter than 2 (two) years and longer than 13th May 2016. 

Long-term credits
Long-term Credits are granted for investments and development of large, small and medium enterprises: purchase or construction (reconstruction) of immovable property, purchase of equipment, machinery and technologies, construction of residential multi-apartment and individual houses by building companies and housing building partnerships. 
Long-term Credits are granted with maturity from 1 to 10 years.
Credits are granted with variable or fixed interest rate.
The interest of the issued credit shall be calculated on the drawn and outstanding

credit balance and subject to monthly payment.
In „Šiaulių bankas“ 
Loan purpose - for investments in tangible and intangible assets and working capital replenishment and development of the business development.
• Credit granted to small and medium-sized enterprises registered and operating in Lithuania.
• The credit is granted in LTL or EUR.
• Maximum loan amount - one company can get 3.2 million. euro, or 11.05 million. LTL credit.
• Minimum loan amount - 14.487 million, or 50 thousand. LTL.
• Credit period - from two to seven years, including a grace period. In exceptional cases, the credit period can be up to 10 years.

If to compare with “Citadelė“ bank, there Maximum repayment period - 6 years.
If to compare with “Snoras” bank the currency of loan can be litas, euro, U.S. dollar.
Credit securities:
  * Pledge on property: 
  * Guarantee by the Bank, institution or organisation.

Short-term credits
Short-term Credits means credits issued to corporate customers for additional working capital with up to 1 year’s maturity.
The interest of the issued credit shall be calculated on the drawn and outstanding credit balance and subject to monthly payment.
Credit securities:
  * Pledge on property: 
  * Guarantee by the Bank, institution or organisation;
Documents for long and short term loans needed:
1. An application for a credit;
2. A brief credit usage and repayment plan (for short-term credits) in a form sufficient to the bank;
3. A list of shareholders in a form sufficient

to the bank;
4. Company’s incorporation documents, certificate of registration, charter (statute) of the company;
5. Documents regarding summoning of the shareholders’ meeting;
6. Resolution of shareholders limited liability or public limited liability company or of the Board (CEO) regarding receipt of credit and pledge of assets as well as the list of shareholders that participated in the meeting with their signatures;
7. Passports or identification cards of the companies authorized people;
8. Annual and quarterly financial statements (balance sheet, income, cash flow statements, changes of own capital, explanatory note) for current and two previous years;
9. Notifications from SODRA and STI regarding the current indebtedness of the company;
10. Decoding of the debit indebtedness in a form sufficient to the bank;
11. Decoding of the credit indebtedness in a form sufficient to the bank;
12. Agreements of purchase/sales of goods;
13. Asset purchase agreements (which is projected to be bought from the credit funds), commercial offers, estimates of construction works;
14. Inventory files of the real estate to be pledged;
15. Documents, agreements proving the ownership of land or real estate;
16. Notifications and certificates for pledge;
17. Asset insurance documents (for the entire period of credit);
18. Acts of inspection and evaluation of the real estate to be pledged as well as certificates about the determination of the market value of the assets.

Factoring
„This is where one company

gets another one, known as a debt factor, to collect the money it is owed by customers. For this service the business will pay the factor a percentage commission on the value of the invooices. The advantages of factoring are that the cash arrives in a business as soon as ir gets new customers; it does not have to wait untill bills are paid. If customer does not pay up, it is the factor which suffers the loss“.
Key advantages of factoring for the Seller: 
• an opportunity to get quick financing for the working capital; 
• financing is provided without the pledge of the property; 
• the settlement of debts improves; 
• realisation volumes increase; 
• the liquidity of the company improves; 
• the planning of cash flows becomes easier; 
• debt administration expenditures decrease; 
• an opportunity to use discounts offered by the suppliers for the pre-payment; 
• increases competitiveness - longer payment periods can be offered 
• possibility to receive the detailed reports on the buyers’ settlements.

Key terms and conditions of factoring 
• the period of agreement - up to 12 months; 
• factoring advance payment - up to 90% of the amount of the invoice; 
• factoring interest - not less than minimum  short-term loan interest rates (interest is calculated from the amount of advance) 
• account administration fee - domestic factoring from 0.1% (minimal 10 LTL) of the amount in the invoice; international factoring from 0.2% (minimal 20 LTL) of the amount in the invoice;
• factoring agreement

fee - from 0.3% of the annual interest from the factoring limit; 
• maximum term for payment of the invoices - up to 90 days (may be longer upon the agreement of the parties), 
• document examination period - 1-2 weeks; 
• minimal amount of the invoice - none. 
All fees for factoring services are taxed by VAT. 

Credit line
Credit Line in Bank Account means a credit limit in the corporate account for additional working capital issued with up to 1 year's maturity.
Credit Line in Bank Account may be used by enterprises which execute settlements via the Bank accounts. 
The amount of the Credit Line in Bank Account is unlimited and depends on the inflows to the Bank account and the customer's financial abilities to repay it, as well as on the market value of credit security.
Credit Line in Bank Account is issued with the fixed interest rate only.
The interest of the issued credit shall be calculated on the drawn and outstanding credit balance and subject to monthly payment.
The Borrower of the Credit Line in Bank Account is entitled to draw and repay credits from time to time in accordance with the procedure for repayment of the credit limit. Upon maturity of the credit limit the borrower shall repay to the Bank all the credits drawn. The credit shall be repaid in the same currency as it was issued.
Credit securities: 
  * Pledge on property: 
  * Additional acceptable security: 
      * Indemnity by a private person or enterprise, institution or organisation; 
      * Guarantee by the

Bank, institution or organisation; 
      * Proceeds in the customer bank account.

Line of credit for up to two years;
• granted rubles, U.S. dollars, euros
• Interest is calculated on the actual credit balance;
• You can choose a fixed or variable interest rate;
• Interest paid on a monthly basis;

Leasing
„To avoid having to borrow a lump sum in the form of a loan, small and medium businesses can use leasing.   Leasing helps to maintain a healthy cash flow by making it less necessary for firms to borrow money and therefor leaving credit lines untouched. In addition, leasing helps to keep prices down through the establishment of a fixed cost over a given period“.   When planning for futume expansion, leasing overcomes budgetary constrains and allows for future equipment upgrading at any time, so as to keep pace with changing needs or in order to embrace new technology. Examples of items that small businesses may lease include: computer systems, shop fittings, office furniture, plant and machinery, printing equipment, photocopiers, faxes and phone systems. The leasing company also carries out repairs and maintenance, and will take back the machine when is no longer needed, breaks down or becomes obsolete. All 4 banks: Siauliu bank, citadele bank, snoras bank and dnb nord bank provides leasing services.

Overdraft
This is where a bank allows customers to draw more from their bank account than they have deposited. It is easily arranged source of short-term finance. The bank will decide an overdraft

limit – the maximum that can be overdrawn. After that the business can withdraw or repay funds when it likes up to that limit. It is therefore flexible, and a business has to pay only interest on the amount overdrawn at any one time. This makes it a cheap source of finance. A small business is likely to need an overdraft to meet its day-to-day expenses when revenue is not being earned immediately. 
In DnB Nord you can receive remedial credit limit of up to 300 percent, but no more than 
40 000LT, your monthly income.

        4.2.2 Comparing government guarantees and its conditions for loans in Lithuania and UK

„The purpose of INVEGA activities is to promote the development of small and medium-sized enterprises in Lithuania facilitating their access to the sources of financing. 
On the basis of agreement concluded with the Ministry of Economy, INVEGA administers one of the forms of State Aid partial compensation of interest. SME's availing themselves of the INVEGA guarantees are compensated 50% of interest paid to banks.
If a business entity is operating for 3 years and longer, maximum guarantee amount may be LTL 5 million. If several guarantees are obtained, their balance may not exceed LTL 5 million. Guarantee may account for 30-80% of loan amount“.
If a business entity is operating for less than 3 years, maximum guarantee amount is LTL 2 million, and when several guarantees are obtained, their balance may not exceed LTL 2 million.
GUARANTEE   FEE:

A borrower is charged a one-time

guarantee fee for the issued guarantee. The amount of guarantee fee depends upon enterprise’s age. Guarantee amount established for enterprises operating for up to 3 years accounts for 4% of the guarantee amount, and for enterprises operating for 3 years and longer – 3% of the guarantee amount. 

At present the state promotes and supports enterprises which take loans with INVEGA guarantee paying part of the guarantee fee for the enterprise.
For better understanding what is INVEGA I would like you to show a practical example. PRACTICAL   EXAMPLE:
„Company A is a small company operating for two years, It takes a bank loan of 200,000€ with INVEGA guarantee. The guarantee is 80 percent of the receivable loan (160,000€). Company A has no other loans   guaranteed by INVEGA. Guarantee fee is 4 percent from 160,000€, etc. Y. 6400€, of which 1 / 4 (1600€) pays company A, while three quarters (4,800€) the state pays instead of company“.

REQUIREMENTS:

• „A small credit can be granted only after receiving confirmation from INVEGA that SME can be granted a small credit, which is rendered the state support element (de minimis support);
• A small credit can be granted only to SMEs registered in Lithuanian that performed their activities within the Republic of Lithuania and only for those projects that will be implemented in the territory of Lithuanian;
• A beneficiary of a small credit has to declare his/her status prior to small credit granting relevantly filling and providing the bank with the SME declaration;
• These

credits can be used to finance the company’s investments or to supplement the working capital;
• The credit repayment can have a grace period up to 6 months;
• Small credits cannot be used to cover current liabilities with the banks or to refinance other financial institutions;
• Small credits can be granted only in a form of credit  - they are repaid in equal portions not rare than quarterly;
• In case the company has a guarantee from the "Investment and Business Guarantees" UAB (INVEGA), a portion of interest is compensated by the INVEGA;
• A company has to provide a brief credit usage and repayment plan and cash flow budget in a form sufficient to the bank;
• Collateral is necessary (moveable, real estate, warranty)“.

In United Kingdom They Have Something Similar - only in this country does not need collateral. Small business loan guarantees (hereinafter - SVPG). This organization helps small business financing problems of defeat certain conditions by providing government-guaranteed lenders. SVPG - general business department, reform and control queues, lenders company. Lenders determine eligibility and make all commercial decisions.
This organization and the program features the following criteria:
1.Guarantee lender 75% of the loan amount, for which the borrower pays 2% premium on the outstanding loan amount.
2. The option to guarantee loans above £ 250,000 and over ten years.
3. The majority of British businessman can get this guarantee, but it has to have 5 years of 

business history.

EXAMPLES

BODY SHOP
Abit Roddick began her BODY SHOP business with a single store in 1976 fight. She and her husband did not have enough capital to buy the shop stock, so asked his friend to invest £ 3,000 McGlinn. They decided to give them more significant part of the property, nor be bound to pay interest to lenders in the early stages of the business.
McGlinn still has 20-25% of the shares and receive the same dividend ratio, even when the shares of the company was started to sell publicly.

MARKS & SPENCER

Marks & Spencer, owner of the family came from investors and believes that business should be financed by the property more often than loans. To avoid the risk, he has reason. The family was highly criticized in 1970 and 1980, when some analysts said that they have to pay a higher dividend to shareholders than the interest on money lent, which would allow faster development and higher returns. Finally, they had good guarantee that may have to offer – valuable real estate. In 1990 and 2000 the company changed its way and the business began to collapse. One factor helping the business survive the crisis period was the absence of a fixed interest liabilities, and real estate was maintained. This helped company to come back to the glory days.
3.1.3 Searching for special offers in commercial banks

In all 4 banks I found some different services for business. They really want to every perspective and new business to be their client and try to attract and save them.

They also promote people to do business and to offer good environment to do that. In order to do that, they created some programs for their corporate clients.
Snoras:
Salary payment lending program Tiltas (The Bridge)
A special Wages Programme which will help to save up the company's funds and the employees' time. Bank SNORAS will apply to the companies' account service tariffs the discounts of up to 15 per cent, will provide a one-month fund wages loan under the attractive conditions, and will issue the payment cards to the company management and employees free of charge.
The companies using this programme will be able to obtain a loan for the wages amount so that they would not have part of their circulating funds frozen. Every month Bank SNORAS will be able to grant up to one-month fund wages loan in Litas, while accruing the interest from the used amount. Using the wages crediting system "Tiltas" ("Bridge"), Bank SNORAS will automatically distribute the wages into the payment cards of the employees.
Requirements:
This service is for companies, institutions and organizations with more than 10 workers and that wages in the bank transferring payment SNORAS cards.
Signed a loan agreement for 1 year period.
The repayment period - 1 month.
Collateral may include: fixed-term deposits; Republic of Lithuania and other government securities; Real Estate; movable property; reserves; shares.

In Šiaulių bank:
Service package “STARTAS”
Free consultations regarding company’s establishment, funding

and banking services and financial operation issues. 

Credits with extremely favourable terms: 
• the first credit can be granted without administration, commitment, liability and prepayment fees; for the credits with INVEGA and ŽŪPF guarantees or for the credits with highly liquidable real estate  by 0.2% lower interest rate can be applied than the one which at that time are in force at the bank.
• credit grace period - up to 1 year.

Payment cards at preferential conditions:
• Payment card MasterCard Business is issued  free of charge; annual administration fee is not applied and interest-free credit limit can be provided;
• transfer of salaries to the company’s employees’ to Maestro and Visa Electron debit payment cards free of charge.

Reduced fees for service and financial operations:
 Transfer of funds in litas from the customer’s account to other customers’ accounts with Šiaulių bankas (executing a payment order via SB linija) |  Free of charge |
 Transfer of funds in litas from the customer’s account to other customers’ accounts with other banks registered in Lithuania - an ordinary payment (executing a payment order via SB linija) | 
LTL 0.50 |
 Administration of funds transferred to the customer’s account in litas (when the payers’ account is with other bank registered in Lithuania) |  LTL 0.40 |
 Cash withdrawal from the customer’s bank account in litas, USD or EUR |  0.4% |

Requirements:
The conditions of “STARTAS” are applied for one year for companies that are registered

not earlier than 6 months prior to addressing the bank.

In DnB Nord:
VITAMINAI STARTUI
Free bank account opening;
Free online transfers to bank DnB NORD bank and other banks in Lithuania;
Free business credit card - Visa Business Electron or Maestro Business ";
Free transfer of salaries to employees' payment card accounts;
Specific terms of payment cards to its employees, the company signed a contract salary transfer;
Financial management company “Financial Management Group "gives:
Free introductory consultation for accounting and enterprise creation;
Free accounting services for the first month starting from signing the contract with DnB Nord
Requirements:
Not later than 12 months after the company was registrated.
And finally, bank „Citadelė“ has 4 packages of services and business can choose 2 of them: 
Local LTL orders are made AB Citadele Bank Online
Orders in foreign currency (international and local) AB Citadele Online
Administration of revenue that come from other banks 
Operations with cash

Requirements:
To have registered enterprise and to have bank account in “Citadelė” bank.
Conslusion

Comparing offers from all banks I could say that „STARTAS“ and „VITAMINAI STARTUI“ are very similar service packedges, these are good, because its for business everyday life and its good that they give consultations about starting business, accounting, while „Tiltas“ is a good one because it helps business to spread everyday costs for longer period and your cash flow dont start

to disbalance. In „Citadelė“ bank they offer only cheaper price of operations, some of them are for free, but still i would make a conclusion, that if would be in business man shoes I would choose „VITAMINAI STARTUI“ instead of „STARTAS“, because in „Šiaulių bank“ the interest rates are very high, and   if i have problems, I would use „Tiltas“ program and pay my employees in time.
      4.2 The cheaper alternatives of   SME’s financing: Business Angels, trade credit, venture capital

Risk capital fund for investments into innovative and export oriented companies in Lithuania. 
Investment size - from EUR 50 000 up to EUR 400 000 per company.
Use of investment – for acquisition of technologies and equipment and financing of working capital
Investment principle – the Fund invests in equal proportion together with Business Angel, i.e. the Fund invests 50% (including 5% invested by Fund Manager) and Business Angel invests 50% of total investment amount. After acquisition of shares all shareholders sign the Shareholders Agreement disclosing general principles on management, formation of strategic plan, profit sharing and other issues that are essential to shareholders.
„Type of investment – acquisition of the new issue of the target. Fund and Business Angel together aim to get 50% control of the company. Size of stake depends on company value and agreement with founders of the target“.

“Suppliers usually allow small business a period of time between buying materials and paying for them. Normally, this

will be between one and three months. This trade credit is important source of short-term finance. A small business might therefore not have to pay for its suppliers until they have been used in making a product and the product has been sold”.
If a service is being paid for after it has been received, e.g. the work of electrician, then this is known as an expense creditor.
“There are limitations to trade credit. Any discounts which suppliers offer for prompt payment will be lost if credit is asked for. A supplier may not give credit to a new business. Is a sole trader fails to pay on time, the supplier may refuse credit next time and the business might be given a poor “credit rating”. Other suppliers may then refuse to give the business credit”.
In other words, trade credit is an important source of business financing. It is a credit/ extended by the firm suppliers sell the firm goods and services on account. Instead of   paying for the goods and services immediately, the firm pays its suppliers with a lag, which creates the equivalent of a loan (i.e., trade credit) from the suppliers to the firm. In United States, for example, trade credit accounts for 16 percent of small and medium enterprise financing. They are widely used in Lithuania as well.
There are few possible comparative advantages that trade creditors have over other lenders, including advantages in production and inventory management, price discrimination, product quality guarantees, and withholding future suppliers. Sometimes trade creditors

have an information advantage over other lenders in evaluating their customer’s ability to pay. It might be also noted that trade credits have an advantage over the other lending technologies in less developed countries. 
However, there are some reasons to suspect that these distinguishing features of trade credits can be limited. For example, in the countries with well-developed information exchange (private commercial credit bureaus or public credit registries), an established factoring industry, or a well-developed credit insurance system, it is not clear that trade creditors would have an advantage in terms of access to credit information, given the economies of scale in information that these other institutions enjoy. 

Venture or risk capital investment is capital invested in a project in which there is a substantial element of risk, especially money invested in new venture or an expanding business in exchange for shares in business. Venture capital is normally invested in the equity of the company. It is not a loan.
Venture capital is the money provided by professionals who invest alongside management in young, rapidly growing companies that have the potential to develop into significant economic contributors. Venture capital is an important source of equity for start-up companies. Companies such as Apple, Federal Express are famous examples of companies that received venture capital early in their development. 
The main companies currently operation in venture capital sector in Lithuania

are as follows: Siauliu Bankas Investment Management, Hanseatic Capital (a subsidiary of the Baltic and American Enterprise Fund), Baltic small and medium size Enterprise Fund, and Lithuanian Environmental Investment Fund.
A venture capital investor is not a lender, but an equity partner. Professionally managed venture capital firms generally are private partnerships or closely-held corporations funded by private and public pension funds, endowment funds, foundations, corporations, wealthy individuals, foreign investors, and the venture capitalists themselves. 
Venture capital investors generally:
Finance new and rapidly growing companies;
Purchase equity securities
Assist in the development of new products, technologies or services
Strengthen a company’s balance sheets
Add value to the company through active participation
Take higher risks with the expectations of higher rewards
Have a long-term orientation
  4. Financing small and medium business abroad. Finding cheaper ways

In my coursework I wanted to write about financing of business in country, which is the best place to do business. I found that according to the World Bank's Doing Business 2010 report Singapore ranks first for doing business, and New Zealand ranks first for starting a business.

          

So I have chosen to find ways how to finance your business in New Zeland.
      5.3 Comparing New Zealand’s   and Lithuania’s government and banks role in helping small business

New Zealand government impose very few

restrictions on starting a business, and in fact have several initiatives to help people start businesses (in particular by the Ministry of Economic Development.

Their tax laws are friendly and meant to be easy to understand - in fact the Inland Revenue 

Just because it is easy to start a business in New Zealand though, do not be fooled into thinking this equates to successful business in all cases. Data from Statistics New Zealand indicates that just over half of small to medium-sized enterprises (SME) fail within the first three years.

Many businesses owners look for grants or ‘free money’ to start, or boost their businesses. But grants from government or other organisations are few and far between, and where they do exist, they generally require an equal (50/50) investment from the business owner.
Unless you’re into research and development (R&D), or have an established business and are looking to expand into international markets, there’s not much in the way of grant funding available for businesses in New Zealand.

4.1.1 Grants in New Zealand

Grants for specialist R&D companies
For businesses at the cutting edge of technology and innovation, the Foundation for Research Science and Technology’s business investment program in innovation for business growth, is an option. The program is designed to support companies and people undertaking research and development projects that result in new products, processes or services. They consider proposals for grants of between $30,000

and $100,000.
“In addition, New Zealand’s 2010 budget has allocated additional money to research so the options could be greater in this field. The Ministry of Research Science and Technology offers a number of grants that can be used by research and development or technology-based businesses, including the funding of infrastructure development to support R&D”.
Grants for branching out into international markets
 New Zealand Trade and Enterprise (NZTE) have a number of support programs designed to help established businesses expand into the export market. The grant program, the International Growth Fund, has a budget of about $30 million to support businesses assessed by the NZTE as being most likely to contribute to New Zealand’s long-term growth.
Businesses that receive funding via the International Growth Fund will need to at least match the level of investment that NZTE makes through the fund.
 
Other funding options
The New Zealand government has a grant scheme designed to kick start domestic biodiesel production, and allows for grants of up to 42.5 cents per liter to biodiesel producers, but other grants are limited. This means that most businesses in New Zealand will need to consider other funding options.
This can range from a bank loan, to business angel investors, to finding a venture capitalist to fund your business. The option you choose will depend on the amount of money you need and the nature of the idea you have come up with, as well as its feasibility.
The NZTE program can

assist with business advice and funding from $100,000 to $5 million, and the  bizAngels Investment Scheme is an option for businesses seeking less than $5 million in funding. They offer a mechanism to connect businesses with potential funders that meets the Securities Act requirements.

4.1.2 Commercial Banks in New Zealand vs. commercial banks in Lithuania

There are currently 19 banks registered in New Zealand. All banks operating here must be registered with the Reserve Bank of New Zealand and are required by law to disclose their financial condition each quarter.
„The Interface Financial Group (IFG), a growing source of alternative business funding for many Australian and New Zealand small businesses has recently announced that small businesses are still very much struggling to obtain finance from the banks“

  5. Conclusions

While writing the coursework I got knowledge about what is small business, now I know, that in order company to be classified as small, it has to have less than 50 employees, it has to make less than €10 million turnover and its balance sheet total has to be also €10 million. Small and medium enterprises play a major role in national economy of Lithuania. This sector employs a significant part of Lithuanian citizens and contributes strongly to GDP growth. Even though, they are small, number of them takes a very big proportion of all companies. In Lithuania – 99% of all companies. So it is very important to maintain them. This can be done through good financing system

of small and medium business, because money for a company is really very important. It is needed for start-up costs, for cash flow, and for expansion. In my paper work I wrote about 4 banks and I compared them. I found some similar services and some exclusive services from all 4 banks(“Šiaulių bankas“, „SNORAS“, „DnB Nord“, „Citadelė“). They all provide credits with government guarantee and with guarantee of European Funds. „Invega“ plays a huge role here. It guarantees from 30-80% of loan amount to a bank and it compensates 50% of interest. Of course, there are requirements for that, and not all enterprises can get guarantee. It has to be only small or medium size company, it must be registered and performing in Lithuania, and guarantee can not be given to: to projects relating to agricultural products, forestry, fisheries and aquaculture production, manufacturing, primary processing.

Also, these banks provide: long-term credits, short-term credits, factoring, credit line, leasing, overdraft. The requirements in all banks are quite similar, just conditions differ a little. 
What differs more, is service packages for small new business. They are created in order to atract new, young companies to use their services. „STARTAS“ and „VITAMINAI STARTUI“ are very similar service packedges, these are good, because its for business everyday life and its good that they give consultations about starting business, accounting, while „Tiltas“ is a good one because it helps business to spread everyday costs for

longer period and your cash flow dont start to disbalance. In „Citadelė“ bank they offer only cheaper price of operations, some of them are for free. But to compare all of them, „Startas“, „Tiltas“ and „Vitaminai startui“ are most atractive.
In my coursework I also wrote about alternative solutions for getting money for SME‘s. I presented Business angels and conditions that they offer. Also, about trade credit which is widely used, and about venture capital. I provided venture capital institutions which help business to get financing. 
And finally, I provided some information about getting financing in New Zealand. In 2010 this country won 1st place and was said to be the best place to start business, so i wanted to see, what this country suggests. I found out that they give grants to Foundation for Research Science and Technology’s businesses, also for ones that want to expand into the export market and for ones who produce biodiesel. Thats what they have exclusive. Other opptions are similar: a bank loan, to business angel investors, to finding a venture capitalist. They also have 19 banks there, so there are more opptions and if you dont get financing in one bank, you can try to do that in other 18.
To sum up, in Lithuania I think   we have a lot of instruments and options of getting financing for SME: there are a lot of long term, short term, government guaranteed credits, EU plays a very important role in development of Small and medium sized businesses, but the truth is that during the economic

recession and crisis times the interest rates of loans were very high and because of the risk banks were afraid to give credits, so business people had options theoretically, but practically they were unable use them. And also one more thing why in Lithuania the business atmosphere is not so friendly is because of the taxes. 
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