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INTRODUCTION
All the big and successful businesses were once started on a smaller scale, as said by (Peter Ferdinand Drucker-1909-2005-writer, management consultant, and self-described “social ecologist”) [1] “wherever you see a successful business, someone once made a courageous decision” [2] . Small and medium enterprises were termed as “SME’s” by The European Commission in 1996 and are defined as work places having less than 250 employees. Other factors relating SME’s are organisations having an annual turnover total, starting from £7 million to £40 million and annual balance sheet total, starting from £5 million to £27 million. (Paul Burns, 2007:13)
Three main characteristics of SME’s are:
• SME’s are not listed on the stock exchange
• Ownership of the business is limited to few people, mostly family or friends
• SME’s are also resource of acquiring self-employment by individuals

The SME’s division is of great importance to the UK economy. According to the Department for Trade and Industry (DTI) in 1999, it was estimated that although sole traders had the majority of businesses in UK (63%), it had less contribution towards employment 23% and even lesser share towards turnover 9%. As a section of all businesses in the UK, SME’s contributed 55% towards employment and 45% towards turnover. [3] 

A phrase in 1960’s became very common- “what’s good for general motors is good for United States”. This can also be said today that what’s good for small businesses is good for United Kingdom, as SME’s have a large contribution towards the success of the economy, mostly in the employment sector. (D.J.STOREY, 1994:1)

The above information was an outlook and brief description of Small and Medium Enterprises. This paper emphasis on the financial part of SME’s operation from the beginning, when capital is arranged to open the business and how finance is gained to run the business, till the expansion and growth of the SME’s beside there exclusion from the capital market. A proper format is listed below.
This research will focus on the following points:
How SME’s finance their operations at the start-up and beyond stages.

The Sources of finance available to SME’s.

How easy or difficult is the access to finance for SME’s without the support of the capital market.

The European Union and their Platforms
Literature Review
Access to finance for SME’s has been a topic that is widely researched and there is lots of data that the researcher came across. I will start from a survey report:
FLASH EUROBAROMETER 174
“SME’s Access to Finance”
According to the FLASH EUROBAROMETER 174 (September 2005) survey on “SME’s access to finance” within European Union, some of the main discoveries were as following:

More than three quarters of the SME’s surveyed have finance to complete their projects which shows financially they are well stabled.

SME’s require adequate social and fiscal principles that match their division of activity in order to progress further.

14% managers said that easy access to finance is the third most priority for their companies after social and fiscal policies and new qualified employees available in the market, while at the national level it differs from 6% to 21% of France and Italy respectively

Leasing and Hire Purchase, Overdrafts are the most common source for SME’s to fund their activities. Venture Capital is not so popular among SME’s and is hardly used.

Financing their activities via Venture Capital is also not forecasted in the near future by SME’s.

Banks are the most common investors that SME’s use to finance their activities

Bank finance is thought to be very important by SME’s to start or complete their projects.

46% of the SME’s think that getting loans from the Banks is easier while 47% of SME’s think it is hard.

Many SME’s fulfil their financial management needs within the business [4] 
Sources of Finance Available to SME’s
• Invoice Finance: has gained enough popularity since the last era as source of finance to SME’s. It can be used as an actual substitute for overdraft needed to finance the working capital needs of SME’s. In the end of 2003, compared to bank overdrafts that provide £9 billion, invoice finance provides £1 billion to firms which have annual turnover of less than £1 million. Though it still showed continuous significant growth in the number of SME’s using invoice finance from 1987 which also remained constant in 2003, as the percentage of firms rose to 5.3% to 33,703.
• Leasing And Hire Purchase: are major ways that SME’s gain finance and buy fixed assets for businesses, without borrowing loan from the banks. Some additional benefits are also provided while buying fixed assets for example: maintenance and servicing. Leasing and HP also showed developments in 2003 as it increased somewhat to +2.9% to £11.9 billion beside the business development fall by 0.8% compared to 2002. [5] 
Other Traditional financing methods for SME’s involve:
• Owners private funds-Family & Friends
• Banks Overdraft
• Trade Credit
• Equity Finance
• Venture Capital
• Merchant Banks
• Business Angel Finance

The main objective while choosing the financial method for business should be to keep balance between debt and equity so the business should not end up having unnecessary borrowings, reducing the share capital, and the monetary risk should be kept at an ideal level. [6] 
Problems in Access to Finance for SME’s
A research report conducted by the Department of business innovation and skills

(BIS) who invited the institute of charted accountants in England & Wales (ICAEW) to analyse and describe the lending of finance to SME’s in the UK. The main idea behind conducting this research was to give government an overview of the strategies, so they can look into the bank’s lending policies.

The report suggested that many of their clients running SME’s faced difficulty in gaining finance from banks and other lenders, mostly affected were those SME’s involved in manufacturing/developing/property and to some extent retail businesses as well. Some important points extracted from the report that are causing unavailability of capital from investors are
• Banks became very unpredictable in their lending procedures and also a conflict was to be seen between managers and head offices within the banks. The clients felt that banks have become very cautious in approving the credit applications, for example both Barclays and RBS were acknowledged and criticised in their lending terms
• Poor economic conditions resulted in less SME’s turnover thus reducing their expenditures, which also caused clients to back-out from their banks as they will charge sufficient charges for lending money.
• The relationship between SME’s and investors for example Banks, started worsen due to recession after September 2008. The banks became less compassionate and more cautious in approving loans for SME’s due to decrease in value of assets/property/ as securities that clients provided in exchange to funds. This dented the relationships between clients and banks.
• Clash of views was seen on how good SME’s are at helping themselves. Some feel that SME’s are already doing enough while some thought that they are poor at financial management skills. Mostly SME’s when opted to hire financial advices from professionals, they are concerned of how to make the business survive rather than growth which causes less chances of business to expand and have less financial problems.
• Mostly SME’s were thought to be unaware of Government financial schemes. Government policies are also thought to be insufficient, less accessible and do not operate effectively. [7] 
The European Union Platforms:
In 2007, The European Union launched Competitiveness and Innovation Program (CIP) and will have invested more than 1.1 Billion Euros by 2013, in a set of financial Instruments that will help SME’s in acquiring better access to finance. In the last 10 years, the financial instruments provided by the European Union have helped 330,000 companies that employ approximately 1.9 million people. The main concept behind this program is to make it easier for the SME’s to back their investments and expansion ideas. Firms will have easy access to money from the bank, once they are provided with the loan guarantees. These programs provide equity finance which is helpful for firms, capable of quick expansion and need fast capital to run their activities. Firms benefiting from these programs can then increase production levels and employment which is good for the economy. These programs are also created as the level of risk is high in investing into SME’s and investors are reluctant to provide their money to small firms. [8] 

The researcher’s main purpose of carrying this research is to narrow the gap between the SME’s and their borrowers. To possibly provide SME’s with a platform where they can get easy access to finance without indulging into excessive loans by maintaining the balance between equity and debt. The researcher also aims to provide SME’s with the methods that firstly allows them proper financial management within the business and secondly to highlight the main policies or financial institutes which have less interest rates and provide SME’s with hassle free capital for their businesses.
Research Methodology
The topic of the research is how SME’s are able to meet their financial needs when starting up a business or at beyond stages without able to gain money from the capital market itself. As SME’s don’t have the privilege available to quote shares on the stock exchange, they have to invest their own money or borrow loans from the financial institutions to support their businesses in short and long terms. At the start-up stage the finance will be needed to purchase assets for the business, pay creditors and for other running expenses. Once SME’s are able to coup up finance for the initial stage, they will require funds to invest into new activities and even think of investing into expansion of the business. So the questions stays, how do SME’s arrange huge amount of money to open and run their businesses effectively without having financial crisis. The researcher has decided to obtain the benefits of both primary and secondary data research to come up with the results. First starting with the primary data, the researcher has planned to design surveys. A list of questions will be designed and distributed among general working public to get their feedback on the topic, to gather information on how people think that SME’s can gain better access to finance and what are the problems that according to them is preventing SME’s to achieve the amount of finance that they need. One to one meetings and telephonic interviews will be conducted with some of the SME’s based in UK. The main idea behind personal meeting and telephonic interviews will be to view an inside look on the owners or employees personal experiences regarding the topic. Questions will be asked related to years they have been in these companies, how are previous financial policies different to financial policies nowadays, which ones are/were better, what’s the role of the UK government and European Union in success of SME’s or what do they expect them to do for SME’s in gaining better access to finance. Employees from different banks and financial institutions will also be targeted so the views of both parties are clearly heard and understood. Another idea that the researcher is planning to do is to target the internet users on social networking sites to give their opinions regarding the topic. This will allow the involvement of more and more people, thus more contribution towards the researcher’s analysis. All the information will be collected to review and analyse effectively on the research problem. Secondly the secondary data that is available like text books, journals, websites, libraries, articles, banks/financial institutions reports and government statistics will be used in the research. The researcher also plans to display graphs, bar charts and different statistical data to give an in-depth review of what were the conditions related to the topic in the previous years and how much things have changed in the present era. Also the researcher plans to determine and present the numbers to support the relevant data by providing information on how SME’s have access to finance, what financial institution or method do they choose to finance their business, what financial method do they choose to finance their business, how current economic conditions will affect SME’s in achieving their goals. So the researcher wants to apply both the quantitative and qualitative research approaches in completing the dissertation project. Now coming to the limitations of the research methods, the first problem would be to get accurate and reliable sources to collect secondary data. Chances are there that the sources can be either not valid or used any more or is not entirely published by a valuable source. Similarly while collecting primary data, people or members involved may not give proper or accurate answers. It happens that inadequate questionnaires/surveys conducted by the researchers generate bad quality of primary data. The idea will be to collect as much relevant data as possible in order to achieve significant results. The final project will hopefully be a comprehensive collection of both the literature and methodology so everything is provided according to the facts and figures.
Outcomes and Timetables
The main idea behind conducting the research is to outline the new and old policies currently available for SME’s, so they can gain better and hassle free access to finance while running their businesses. The whole idea is to put all the methods and problems at one place so practical solutions can be acquired regarding the research.

With all the relevant primary and secondary data it will be easier for the researcher to provide a critical and effective analysis to contribute in the wide research that has been done regarding the topic and research problem.

The researcher has designed a practical timetable to approach the research. As the dissertation is due on 10 March 2011, all the detail brainstorming and rough outline of the research will be prepared within the winter vacations. The researcher also hopes to collect the secondary data available for the topic within this period. In January 2010, the researcher will prepare the questionnaires and survey data to conduct his primary research related to the topic. All the appointments and meeting up people will be done within this period. In February 2010 the researcher will collect all the data and prepare a rough draft of the dissertation and through that the final project will be completed hopefully till the end of the month, so if any unrelated delays occur the researcher is able to coup up with the deadline.
REFRENCES
Paul Burns (2007) ‘Entrepreneurship and Small Business’ (Second Edition) New York, Palgrave Macmillan

http://www.cgu.edu/pages/292.asp)(dateaccess:november18 2010)(Published- 2010 Claremont Graduate University)

http://ec.europa.eu/enterprise/policies/sme/business-environment/failure-new-beginning/quotes_en.htm

(Date access: November 18 2010)(Publish Date: 01/09/2010)

D.J.Storey (1994) ‘ Understanding The Small Business Sector’ London & New York, Rout ledge

http://tutor2u.net/business/finance/finance_sources_smes.htm

Access date: November 20 2010-

http://www.icaew.com/index.cfm/route/166573/icaew_ga/Technical_and_Business_Topics/SMEs/ICAEW_SME_Access_to_Finance_Report_July_2009/pdf (researched by: Ipsos MORI) Access Date : November 22 2010- Published Date: July 2009

http://www.bankofengland.co.uk/publications/financeforsmallfirms/fin4sm11.pdf - Bank of England Emma Murphy, Mike Young and Clive Jackson (2004) finance for small firms-An eleventh report, Domestic Finance Division, April. Access Date : 22 November 2010

http://ec.europa.eu/enterprise/policies/finance

Access date: November 19 2010-publish date 31/08/2010

http://ec.europa.eu/public_opinion/flash/fl174_summ_en.pdf

Access date: 23 November 2010 – Published Date: October 2005
