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ABSTRACT

Qualitative research was used to study loan behavior of small and
medium-sized enterprise (SME) entrepreneurs, its economic effect, and views of
current government policies. Ten samples provided data through in-depth interviews.
The analyzed data was summarized and compared to a literature review.

Results were that loan behavior among SME entrepreneurs depended on
the source of investment funds gathered from the owner, shareholders, and bank
loans. Financial cash flow was a key problem. Short- and mid-term loans and
overdraft loans were preferred by SME entrepreneurs, who experienced no
difficulties with bank loans, which worked according to bank explanations. Some
entrepreneur stated that the economy caused higher labor and production costs, as
well as interdivisional competition. SMEs were supported by government policies on
interest rates and bank guarantees, useful for avoiding difficulties with bank
guarantees. These might be made more available on a continuous basis. These
findings may help to avoid obstacles in product investment, business expansion, and
cash flow. SME entrepreneur should benefit from government policies to help them

reduce financial problems.

Keywords: Small and Medium Enterprise, Overdraft, Entrepreneur, Government policy
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