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Abstract 
This study looks at how microfinance affects small and medium-sized businesses (SMEs) in the United Kingdom and what are the alternative source of financing. This study is split into five parts: the introduction, a review of the literature, the method, the results and a discussion of them, and the conclusion and suggestions. In the first chapter, the ideas of microfinance and small and medium-sized businesses (SME) are explained (SMEs). The chapter also talks about the research's goals, objectives, and questions. The second part of this research is a review of the literature, which talks about the idea of microfinance and how it affects and is important to SMEs in the UK. SMEs also get benefits and problems from microfinance, which is evaluated in this chapter, and defining the literature gap is the last thing to do. The third chapter of this research methodology describes the research philosophy, approach, strategy, and data collection methods. For this research, the researcher would use the interpretivism research philosophy, the inductive research approach, and the secondary data collection method. In the fourth chapter of this research, "Findings and Discussion," there are five different research-related themes that were used to gather information. Based on the whole discussion of themes that fit with the research goals. The fifth chapter of this research is called "Conclusion and Recommendations," and its purpose is to wrap up the research and suggest strategies for the future.
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[bookmark: _heading=h.xa30qxb2onve][bookmark: _Toc117977267]Chapter 1: Introduction
[bookmark: _Toc117977268]1.1 Background of the study 
Microfinance helps entrepreneurs and small business owners from underprivileged backgrounds by levelling the playing field with the help of finance. Entrepreneurs may get financing for development rather than turning to payday lenders or taking on expensive loans that they most likely won't be able to repay (Dahal and Fiala, 2020). Without insurance, funding business visionaries bring fresh viewpoints to the table and can spur new development. Giving independent businesses money results in a more enjoyable and distinctive unregulated economy, from food trucks to application designers.
Microfinance is a banking service that helps people who are unemployed or have low incomes and don't have any other way to get money. Microfinance makes it easier for people to get small business loans that are fair and follow ethical lending practices. Microfinance can get rid of any problems and help low-income families get a steady income and save some of it for the future. Based on research, it is thought that about 5–6% of the population has access to a formal bank (Gakpo et al., 2021, p. 2). Small businesses have limited access to formal financial institutions in terms of loans, deposits, and other financial services. But in 2016, nearly 138 million Europeans were financially cut off from society because they didn't have bank accounts or other ways to pay (Sani et al., 2018).
The backdrop of the research is to focus on three main variables, which are small as well as medium-sized enterprises in the United Kingdom, microfinance, and its impact. The case study of SMEs in the UK will help understand the extent of impact and growth of small and medium-sized businesses due to microfinance which has been instrumental in the success of such businesses (Yusufu et al., 2020, p. 127). The study will also state areas where efficiency has been registered due to the impact. The analysis also provides an understanding of the concepts which will at end help in understanding how micro financing can help in increasing the efficiency of UK SMEs. 
[bookmark: _Toc117977269]1.2 Rationale of the study
The idea behind this research is that it will help people who don't have enough money to get resources and access to capital. The goal of this study is to learn about microfinance and how it affects small and medium-sized businesses (SMEs) in the UK (Farghly et al., 2018, p. 420). Microfinance is thought of as a tool for economic growth that helps poor people get out of poverty. By doing this research, it would be possible to give people permanent access to good financial services like saving, insurance, and transferring money. It is one of the most important things that can be done to end poverty. Access to financing continues to be a major barrier for UK projects with restricted scope. Credit needs for working capital and raw materials have been present (Nautwima and Asa, 2021, p. 12). The majority of SMEs also lack the necessary collateral to get loans from financial institutions, which prevents them from routinely obtaining long-term funding to support and expand their businesses. In addition to various financial requirements, the majority of UK owners and managers of small businesses face challenges such as a lack of specialised knowledge, talented employees, management skills for managing commercial initiatives, and a lack of business ideas. Their potential for development remains stagnant. Since most businesses still use outdated hardware and find it difficult to acquire replacement components to purchase, there is also the question of how to approach modern innovation (Eggers, 2020). The availability of microfinance to SMEs can lead to the overall growth of the economy. The research is conducted to understand the importance of microfinance for the growth of small and medium-sized enterprises in the UK and how it can boost economic growth of the country. 
[bookmark: _Toc117977270]1.3 Research Aim 
The primary aim of this research is to assess the impact of microfinance on SMEs in the United Kingdom. 
[bookmark: _Toc117977271]1.4 Research Objectives
[bookmark: _heading=h.otl7gy9c39r]The main objectives set for this particular research to direct the path of the study are as follows:
· To find the role of microfinance in the present economic scenario of the UK. 
· To analyse the impact and significance of microfinance on SMEs in the UK.
· To study the benefits and challenges associated with micro financing for UK SMEs.
· To recommend alternative ways of financing and how it can be utilised by UK SMEs.
[bookmark: _Toc117977272]1.5 Research Questions 
The study will provide answers to numerous queries on how microfinance affects SMEs in the UK. The following inquiries will guide the study's execution:
1. What are the concepts related to microfinance?
2. What function does microfinance play in the current economic climate of the United Kingdom?
3. What is the impact as well as the relevance of microfinance for SMEs in the UK?
4. What are the opportunities and limitations associated with microfinancing for UK SMEs?
5. How well do UK SMEs make excellent use of microfinance?
6. How does microfinance impact the operational activities of SMEs and economic growth in the UK?
[bookmark: _Toc117977273]1.6 Significance of research
Recent advancements in microfinance have made it crucial for SMEs to have access to financial services by providing help that is specifically tailored to their needs, something that traditional Formal Financial Institutions failed to achieve. Small and medium-sized businesses (SMEs) typically have very limited access to retail locations, credit offices, and other financial assistance services provided by formal financial institutions (FFIs). This is because these SMEs cannot provide the considerable guarantee security required by these appropriate facilities, and banks also struggle to recoup the sizable expenditure associated with managing small businesses. Additionally, banks find it difficult to handle tiny projects due to the associated risks associated with lending to SMEs. Since the monetary administrative sector of the economy typically rejects the poor, MFIs have emerged to remedy this market disappointment. By filling this market gap in a financially sensible manner, an MFI may become crucial to a country's official financial system and get access to capital business sectors to subsidise their loaning portfolios, allowing them to significantly increase the number of needy people they can assist.
To consider the importance of little money in assisting small and medium-sized endeavours, this study will draw on key pieces of writing and a new crucial evaluation where the researcher can reach varied conclusions. The research reflects the value of small money, but little research has been done to determine its demand, supply, and whole size up to this time (Gyimah and Boachie, 2018). 
The findings of this study suggest that small-scale support benefits organisations overall by closing the asset gap for private businesses. Through subsequent investments in supporting and planning non-monetary administrations, small funding has a significant potential to increase the display of private ventures.
[bookmark: _Toc117977274]1.7 Dissertation structure
This dissertation has five different chapters, each of which talks about a different idea related to the research topic. In the first chapter of this research, the background and reasons for doing the research were given. Along with that, the research goals and objectives, as well as the research questions, were also mentioned. Lastly, this chapter shows how research is done and describes the kinds of methods that will be used in this research. The second part of this research is a review of the literature, which explains the importance, sources, and effects of microfinance. Lastly this chapter demonstrates talks about the ideas that current research hasn't been able to show but will be looked at in future research. The third chapter of this research is methodology which defines types of methods that would be used for collecting information and evidence. The fourth chapter of this research is finding and analysis where researcher collected different information and evidence related to the research topic. The fifth chapter of this research is conclusion and recommendation where the research has come to a conclusion and recommended some strategies for future research.


[bookmark: _Toc117977275]Chapter 2: Literature Review
[bookmark: _Toc117977276]2.1 Concepts associated with microfinance
Microfinance institutions provide financial services to individuals or groups devoid of employment or who have a common source of income. Microfinance supports small business enterprises with proper financial support, which is related to ethical lending practices, as noted by (Belhadi et al., 2018). According to Dahal and Fiala (2020), they have become a source of primary credit and lending facilities unavailable from the organized financial sectors. Moreover, since they are available at affordable interest rates and are given without documentation, the SMEs' financial performance has constantly been improving. Further, Eggers (2020) has observed that the customized financial support and the easy access make such institutions a clear point for small and medium-sized businesses. Furthermore, the positive impact of such institutions is also apparent in how they aid SMEs' business expansion in the present economic scenario. The UK government describes SMEs as organizations with less than 250 employees with a turnover of less than €50 million. According to the data for 2021, there were 5.6 million SMEs in the UK, making it a significant contributor to the overall economy (£2.3 trillion (52%) (Belhadi et al., 2018).
It has also been observed that there is an absence of a regulatory framework for microfinance in the UK since it is not considered a specific sector. Yet, the reliance upon it by SMEs is relatively remarkably high as the lending ranges from £1000 to £500,000. The growing importance of these firms is much related to the clauses and support provided by these institutions. According to (Gyimah and Boachie, 2018), it is not only expanding the business but also improving the firms' overall performance, leading to a more significant contribution to the economy.  
According to Khan, (2020, p. 115), refinance is when banks and other financial institutions give small loans to low-income people. These loans can be used for savings, insurance, or to send money to someone else. Small and medium-sized businesses can save, invest, and make money with the help of these basic financial services. Small and medium-sized businesses (SMEs) might have enough cash flow or collateral, but the bank won't be interested because it only needs a small amount. Microfinance, on the other hand, has nothing to do with making money, even though these programs help pay for things like food, medicine, and school. Compared to 2004, the amount of loans made through microfinance has reached huge levels. There are almost 10,000 microfinance institutions, which means that there are a lot of them around the world (Akingunola et al., 2018, p. 163). Most microfinance is done for countries like Honduras, Serbia, Indonesia, and Uganda that are still developing. On the other hand, most microfinance organizations are geared toward helping women. The World Bank says that about 500 million people directly or indirectly benefit from the operations related to microfinance. 120 million people will directly benefit from microfinance operations in the year 2021. Some of the world’s poor can do these things, but an estimated 1.7 billion people can't because they don't have access to basic financial accounts (TORIOLA, 2021, p. 102).
[image: Advantages and Disadvantages of Microfinance Company Registration]
Figure 1: Concepts of microfinance
(Source: TORIOLA, 2021, p. 102)
Sources of finance of a Microfinance company
Banks have started showing concern for the needs of the medium and small Microfinance institutions. The needs of these institutions are now being attained through a regulatory framework giving them confidence about lending. MFI mostly receive their funds from agents like grants from outright donors, subsidies from the government, debt capital, loans from partner banks, private investors, public investors, own capital, and so on.
Funding from bilateral or multilateral organizations is generally long-term. However, own capital is short-term. The internal source of funds is therefore derived from the own capital of such Microfinance Institutions. According to Islam (2021), there is also an impact of capital resources on the performance of the profit. Thus, the influence of the characteristics of influence on external sources of funds must be understood. Thus, there are two main sources for microfinance to derive their funds which are the internal and external sources funds. 
As per the view of Félix and Belo, (2019, p. 100590), Private equity is ownership or an interest in a business that is not open to the public. Private equity firms look to high-net-worth individuals (HNWI) for investment capital. They buy shares in private companies and control public companies with plans to take them private and take them off the stock exchange. Institutional investors, such as large private equity firms with funds and pension funds, make up private equity. Accredited investors also make up private equity. Private equity involves making direct investments and getting a say or control over how a business or firm runs. Different firms and funds have different minimum amounts of capital that accredited investors must have. Some of the funds require at least $250,000 to join, while others need millions. The main reason for these commitments is the desire to get a positive return on investment (ROI) (Mia, 2022, p. 47). Partners of private equity firms raise money and manage it so that shareholders get a good return on their investment. The way private equity firms set their fees vary, but they usually have management fees and performance fees. Annual management fee of 2% of assets and 20% of the company's gross profits, which is a common amount, from the sale of the business. Deal values in the middle market range from $50 million to $500 million, and associates can make low six figures in salary and bonuses (Tanima et al., 2021, p. 1083).
Venture capital is a type of equity financing in which money is invested in exchange for equity or a minority stake in a business that is expected to grow significantly. Venture capital is a type of private equity, and private equity is used by firms to put money into businesses that are already doing well. Most angel investors invest their own money, while most venture capitalists work for firms that get money from outside investors. Capital-raising is how VCs get money to invest in businesses that have shown they can grow quickly and have a lot of growth potential (ZEB et al., 2021, p. 117). Venture capital funding has different stages that correspond to different stages of a company's growth. VC is known as a good way to fund tech companies because it is easy to scale up, but it can also be used to invest in non-tech businesses. VC is thought to be one of the best options for small and medium-sized businesses and entrepreneurs with big goals who don't want to keep full control of their company's growth. When investors look at a business, they look for things like how well it solves a strong customer pain, how easy it is to grow, and how many customers it can serve. Financial services are not only nice to have, but they also need to solve problems for customers and give them real value. VC has a possible way to get out of a business to make money and pay back investors. VCs look for companies that can increase sales and growth in ways that are both cheap and effective (Upravitelev, 2022, p. 134).
How microfinance works
Microfinance refers to all financial products and services made for people who can't get them through traditional banking channels. Microfinance promotes social and banking inclusion by giving people who are socially vulnerable access to productive loans, ways to save money, and a lot more. The main difference between these and "Classic" products and services is that these only lend out small amounts of money. In the UK, microfinance loans cannot be for more than P- 150, 000 (Sunitha et al., 2019, p. 94). Microfinance institutions help people who want to borrow money and give them microloans. These borrowers don't have a solid promise to pay back the loan, but the money they make from microloans and other economic activities helps them pay off the loan balance.
Microfinance can be done as a non-profit organization (NGO), a mutual fund, a cooperative, or a for-profit business. There are also local projects like tontines (in Africa) and self-help groups that don't have any legal standing but are still thought of as a way to give out microcredit (India). MFI operates in different ways for each entity and can also change its status to offer more services. Customers can't give money to a non-profit in the form of savings. Several countries are asked to convert to companies that are allowed to do the transaction and are regulated. MFI's main goal is to help people save money together and get small business loans so they can invest in small and medium-sized enterprises (SMEs) (Briones, 2020, p. 88). 
Mobilization: People in a trusted group of 75 to 100 people who know each other well and are willing to co-guarantee each other's loans.
Formation: Members start saving money and learn about money and how to run a business. A board is chosen from the members. These people are trained in good governance and are in charge of keeping an eye on all group meetings and transactions. Group makes up its own rules and holds elections every year. After 6 months they can start lending to each other and the fund grows via charging interest (Grimpe, 2019, p. 87). Since each member has put money into a loan fund, experience shows that the groups make good credit decisions. During that time, members get training on basic business skills regularly.
Launch of loan program: After 18 months, it tends to start going down as groups get older and can run on their own. Groups keep saving and lending money, which keeps businesses growing by providing a safety net through savings (Zhong and Zhou, 2020, p. 5367).
[bookmark: _Toc117977277]2.2 Impact of microfinance on SMEs in the UK 
The impact of microfinance is most importantly registered in the growth of income, creation of assets, along with reduction of the vulnerability of humans. There is also an impact on the dimensions of poverty, leading to the overall growth of household income and improvement in the sectors like health and education (Dahal and Fiala, 2020). Microfinance, most importantly, empowers society with a sense of independence at a low cost and great efficiency. 
The rural economy is regarded as the backbone of the majority of developed nations, although its development in infrastructure is frequently challenging (Eldridge et al., 2021, p. 105). In such situations, microfinance institutions are seen as a means to reduce poverty and improve economic conditions. Small and Medium-Sized Enterprises (SMEs) are one of the primary sources of employment and income in the majority of developed nations. When it comes to expansion, microfinance is one of the most important factors for generating stable work capital. Microfinance is essential for the growth of small businesses to the next level of output and revenue.
[bookmark: _heading=h.d6hmdaevyucj]Facilitates access to credit facilities, Microfinance organizations serve as the major credit and lending institutions for small and medium-sized businesses that have been repeatedly rejected by commercial banks. MFIs typically offer microloans and other financial services with reasonable interest rates and streamlined procedures. The financial performance of small and medium-sized enterprises depends on the accessibility and desirability of microfinance loans. Using inclusive policies in practice, for operational routine, SMEs frequently employ unskilled and semi-skilled laborers, the majority of whom are economically disadvantaged and marginalized. Microfinance lenders target this group's objectives for building business models that aim to alleviate poverty and raise living standards. Facilitating business growth, one of the most important roles of microfinance supplied to SMEs is the business expansion and operational footprint expansion help. This helped boost the number of outlets and access to undiscovered business areas for small and medium-sized enterprises, allowing them to become powerful competitors in the current market. Credit facilities for microfinance businesses can be obtained by a group of people with shared goals and interests. Microfinance is typically regarded as relative and is more likely to repay debts and lead to additional lending. Consequently, Microfinance is one of the most efficient means for SMEs to employ cash and boost productivity and profit operations. Small and medium-sized enterprises have a propensity to trust microfinance institutions, which is one of the reasons for tailoring financial products to the precise needs and characteristics of SMEs (Chikwira et al., 2022, p. 393). Microfinance loans and microfinance institutions have been adopted by developing nations despite their scepticism. Thus, microfinance loans tend to assist SME owners with mainstream integration and connection maintenance.
[bookmark: _heading=h.i923u81rykc4]2.3 Significance of microfinance on SMEs in the UK 
The need for microfinance has become quite universal. The following are the main reasons for the need for it in the present economic scenario. 
They are the source of immediate funds. They provide access to credit. The rates for repayment of loans are far more improved. They provide funds to the unnoticed. They also provide funds to receive an education. They ensure the possibility of future investments. They have been able to create Real Jobs. They have led to considerable economic gains for many people (Gyimah and Boachie, 2018). 
Microfinance enables small firms and entrepreneurs from uncertain financial backgrounds to compete on a level playing field. Instead of turning to payday lenders or high-interest loans that are impossible to repay, business owners would have access to small sums of capital for growth investments. Funding small and medium-sized businesses without collateral reflects a new perspective on business elements and emphasises innovative new outcomes. From food trucks to app developers, providing money to small enterprises helps to produce a more equitable and diversified free market. It is believed, from a global perspective, that microfinance tends to expand economically and advance. Smartphones allow access to bank accounts and improve financial literacy. Microfinance mostly provides microloans to women, who comprised 80% of loan beneficiaries in 2018. If they did not reside in rural areas, the majority of women would not have access to traditional finance for company ideas. Proponents associate it with high goals of breaking the cycle of poverty, lowering unemployment rates, and enhancing economic impact. Due to the substantial default risk, microfinance loans are not always successful. Individuals living in poverty may be required to use funds on essentials rather than launching a small business, preventing them from generating new income.
Meanwhile, microfinance is one of the effective strategies that directly contributes to the expansion of small and medium-sized businesses. It is likely to give a long-term solution to poverty and stop the cycle for future generations. MFI plays a significant role in tracking crucial political and economic goals, such as eradicating poverty and enhancing chances for economically disadvantaged and marginalized populations. However, the existing legal system needs to improve MFIs' ability to achieve their aims. Some governments adopt customer processes that address barriers to the poor's financial inclusion. Small and medium-sized businesses account for 33% of the gross domestic product in South Asia and Africa, where informal businesses account for 90% of employment. Small- and medium-sized enterprises (SMEs) serve consumers in rural and urban regions with inadequate infrastructure for major corporate or public sector operations. There are several significant opportunities for advancing economic development. One of the issues faced by small and medium-sized businesses is gaining access to capital for expansion. They could not repay the enormous loan sums made available by lenders. Thus, MFI focuses on providing loans to low-income borrowers, whereas commercial banks only provide credit to larger firms, which are frequently viewed as high-risk and costly due to their various financing requirements. In addition, commercial banks and lenders required registration and documentation that was often difficult for SMBs to furnish.
[bookmark: _Toc117977278]2.4 Benefits associated with micro financing for UK SMEs
The microfinance industry considers the various advantages of microfinance for boosting SME productivity and economic growth. This is a key reason for the economic growth of small and medium-sized businesses. It is preferable to provide disadvantaged beneficiaries with credit and operating capital that must be invested in the business and income range expansion. Unlike other regular banks, microfinance is regarded as one of the most effective alternatives to standard banking goods. Interest-free microloans are advantageous for small to medium-sized business owners. It tends to lessen the anxiety associated with loan default and encourage small business owners to make investments. With loans that must be repaid, microfinance tends to encourage saving and a more prudent approach to money management. Microfinance programs tend to ensure that clients begin saving money as their income increases. It encourages future investments that enable recipients to actively affect change. For promptly repaying microloans and increasing the likelihood of applying for a second loan to continue enhancing business operations. Moreover, it contributes to the community's growth while allowing self-employed individuals to increase their business operations and income. Thus, SME owners would be able to spend more money inside the community, assisting family members and community members in boosting the local economy. Another advantage of employing microloans to finance a business is that little or no collateral is required. Whereas typical loans demand large collateral, secured loans do not require collateral. Microloans are easy to obtain because little or no collateral is required. Microloans are one of the quickest ways to provide secure finance, whereas regular loans might take months to get approved. In addition, it is vital to meet the standards for microfinance applications to be accepted in less than two weeks.
[bookmark: _Toc117977279]2.5 Challenges associated with micro financing for UK SMEs 
The operation of microfinance services presents numerous problems to small and medium-sized businesses. The size of microloans, which are smaller than standard loans, is one of the greatest disadvantages of using them. Traditional loans could surpass $1 million, although microloans are normally capped at approximately $50,000. Based on the financing demands of the business, a microloan may not be sufficient and the business may require more than $50,000; therefore, a standard loan may be a better option for this type of financing solution. The short payback term is another disadvantage of obtaining a microloan to fund a business. As the payback duration for a loan may be considerable, it must also be taken into account. The payback terms for conventional loans might span the next five years. Microloans frequently have payback lengths of one year or less. It is a fact that microloans are subject to numerous restrictions. Thus, lenders may grant a specific purpose or ban the borrower from utilizing the funds for other purposes. It is believed that 65 percent of financial institutions that finance small and medium-sized enterprises (SMEs) do so with improper techniques. Information between entrepreneurs and financial institutions frequently causes issues, and the analysis of credit applications can be hampered by a lack of market and cost structure knowledge (Ekwueme, 2020).
[image: ]
Figure 2: Challenges of microfinance
(Source: Gyimah and Boachie, p. 2)
[bookmark: _heading=h.lj0yx2unfbyy][bookmark: _Toc117977280]2.6 Literature Gap 
The underlying problem that this particular research has undertaken is the impact of the use of microfinance on the small and medium-sized businesses of the UK. This research will contribute to an understanding of the areas where and how the two variables of this research operate. The problem that the research deals with are the matter of SMEs in the UK and how they are positively influenced by microfinance.
Research gap is a matter that has not been dealt with before and is therefore absent from the available studies or research within the arena of study. The gap fulfilled by this study is the understanding of the impact of microfinance on the small as well as medium-sized businesses of the UK. This study will help ascertain the extent to which such impacts are significant. This study will also assist in analysing the difficulties faced and levels of growth ensured. Although there are many works on microfinance, there is not much work available on its application by UK SMEs, and so is the focus of this research. There is more scope for developing studies with such research.
[bookmark: _Toc117977281]2.7 Conceptual framework
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Figure 3: Conceptual Framework
[bookmark: _heading=h.nrshjify3bde](Source: Developed by the author) 


[bookmark: _Toc117977282]Chapter 3: Methodology
[bookmark: _Toc117977283]3.1 Introduction
The methodology which will be used for this research is a comprehensive review of the existing scholarly articles and a critical evaluation of the existing literature. The overall scenario of the effect of micro finances on the SMEs of the UK will be analysed. This will help in understanding the growth brought about by microfinance in SMEs in the UK (Brown and Lee, 2019).
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Figure 4: Research Onion 
(Source: Snyder, 2019, p. 333)
[bookmark: _Toc117977284]3.2 Research philosophy  
[bookmark: _heading=h.60u1g7yry5sz]Research philosophy is a belief that the process of data should be gathered, used and analysed. Ontology and epistemology tend to shape research philosophy where ontology presents various knowledge and comprehending. On the other hand, epistemology is defined as the requirement for reliable information to conduct the research. Ontology and epistemology shape research philosophy and research are dependent on these two factors. To first comprehend the principles of ontology, it is necessary to comprehend that the purpose of an ontology is to answer the question of what reality and what shapes reality by is discussing current knowledge. Regardless of the scenario or issue, ontology tends to generate potential solutions. What is reality/knowledge, what influences reality/knowledge, and what is the relationship between each component that melds reality or creates the knowledge provided by ontology? Ontology describes what constitutes reality. There are several beliefs available in ontology, but this study focuses on the three most important ones. The initial objective is to determine whether there is just one reality, one universal truth, or a solution to any problem, often known as the concept of singularity. The second notion examines if there is more than one reality or numerous truths. Although the existence of various realities or truths is independent of the perceiver, perception plays a significant role in shaping reality or truth. The third belief is that one or more realities can exist. In addition, epistemology is described as the process of acquiring knowledge and the notion of reality. It represents the procedures of acquiring or gathering information. Similar to ontology, epistemology has a variety of beliefs, but for the sake of clarity, this study will focus on the three most important ones. The first belief demonstrates that knowledge may be measured using scientific norms and dependable instruments and designs. The second notion is that knowledge is interpretive in nature, and hence researcher must interpret or explain any reality or truth. The third belief is that truth can be measured or that knowledge may be measured and understood simultaneously. In research philosophy, there are three types of research philosophy used: positivism, interpretivism and pragmatism. Positivism research philosophy considers that there is only one belief existing and collects information via trustworthy instruments and designs. Interpretivism philosophy believes in different realities and considers measuring information by interpreting it. Pragmatism considers there can be different realities or one reality which either can be measured or interpreted.
Moreover, for this research interpretivism research philosophy is more suitable while conducting the research. As it will help in unfolding various strategies which can be followed by UK SME to make use of microfinance and further unfold the multiple benefits and limitations of applying those strategies.  
[bookmark: _Toc117977285]3.3 Research Approach 
[bookmark: _heading=h.l1wkvkz2rib4]Research approach is plans and procedures which are analysed based on the detailed assumptions of data collection, analysis and interpretation. There are two types of research approach: Inductive and deductive research approach. Deductive research approach means quantitative analysis where researcher build theory then hypotheses then collect data and observe based on that develop hypothesis and confirm the theory. Inductive research is primarily based on qualitative data which starts observing a specific issue or reason and develops a new theory out of the developed patterns. Inductive approach is mainly focused on data observation and collecting reliable data to meet research objectives. 
For this research, an inductive research approach is suitable as the data and information would be collected from secondary sources and qualitative data is collected. 
[bookmark: _Toc117977286]3.4 Research strategy 
The third layer of the research onion structure consists of research strategies, which define the research conduct processes. Research strategy gives general direction, including techniques that tend to be utilized to do research (Snyder, 2019, p. 333). There are seven primary research philosophies employed in research strategy. Based on previously established concepts, parameters, lab conditions, or construction, experimental research is undertaken to examine the changes in a single variable. The second is a survey conducted by researcher through any survey, questionnaire, or interview directly or indirectly involving respondents. To communicate directly with respondents, researcher typically use semi-structured or open questionnaires when conducting surveys. The next step is a case study in which academics examine contemporary difficulties that mankind or society faces. The majority of a company's problems are management-related, and resolving the case study presents several difficulties. Another type of research is action research, in which researcher actively collect data and information. In a case study, the researcher is merely an observer, however, in action research, the researcher actively participates in the research to collect information and evidence. In action research, it may take time to collect information and data, and researcher may serve as decision-making participants, influencers, or contributors. Finally, grounded theory is a type of qualitative research that may be used for both information gathering and theory development. Like the inductive research method, the grounded theory begins with observation and concludes with theoretical features and collects data through interviews or other means for creating theory. Ethnography is a type of research in which researcher focus on gathering knowledge about different cultures or researching specific characteristics of a society. In these sorts of research, researcher must spend time with the cultural society for an in-depth examination of concepts and differences (Zangirolami-Raimundo et al., 2018, p. 360). In archive research, researcher utilize previously published resources and information to articulate any subject or problem. In this study, researcher typically utilize online publication tools such as journals, papers, and websites. 
An archival research strategy would be a more appropriate method for performing this research and drawing conclusions as it will help in drawing patterns towards which alternatives sources of finance can be much more suitable for UK SMEs. 
[bookmark: _Toc117977287]3.5 Research choices 
The fourth layer of the research onion is research options, which specify the types of methodologies that will be employed to conduct the study (Al-Ababneh, 2020, p. 75). The success and overall quality of a research study are significantly influenced by the research approach chosen. The three most common sorts of methods are the mono method, the mixed method, and the multi-method. The mono method refers to researcher who are capable of utilizing either qualitative or quantitative methodologies. The mixed method combines qualitative and quantitative approaches. Rarely employ multiple approaches where qualitative and quantitative then quantitative and qualitative processes occur together (Dodds and Hess, 2020, p. 203). This research would employ a mono method since it employs a qualitative research approach.
[bookmark: _Toc117977288]3.6 Time Horizons 
The fifth layer of the research onion determines whether the research has cross-sectional or longitudinal time frames. Whether through questionnaires or the development of a theory, researcher collect data and information only once in cross-sectional processes. In some studies, researcher need longer time to collect information to ensure the accuracy and trustworthiness of their findings. In the longitudinal study, researcher must gather data multiple times and employ numerous investigative techniques	 Moreover, in longitudinal research methods, researcher must focus on several observations and collect data through observation. As research tends to collect information only once, cross-sectional research would be much more appropriate for this study.
[bookmark: _Toc117977289]3.7 Data Collection Method 
The data gathering method is one of the most significant components of the research methodology section and the onion's core. Considered for research design, this aspect specifies whether data will be collected via interviews or questionnaires. The process of data collecting primarily enables researcher to end the study by resolving pertinent questions. For this research, secondary sources will be used. Secondary data provides access to the most relevant research made on the topic.
Secondary qualitative data such as peer-reviewed articles, journals, companies as is available on various scholarly sites, like Google Scholar, Scopus, EBSCO and other relevant information about the impact of micro finances on the SMEs of the UK will be included to deliver the required data.  The time period for which the data shall be collected will be from the year 2019-2022. The research shall focus on data collection in these years only as it will help in maintaining the credibility of solutions and relevance of information provided in the current scenario. As post pandemic the conducting a business has evolved and not the same as it was before pandemic. The world is digitising so shall the UK SMEs have to do in order to capture the targeted market. 
As mentioned earlier, the collected data shall comprise annual company reports and information from various sites, therefore the researcher shall aim at conducting a thematic analysis further as it will help in drawing the patterns of results drawn by using microfinance which will thus help the UK SMEs further. The key words chosen for research will be “different sources of financing in UK”, “advantages and disadvantages of particular source of finance” etc. 
[bookmark: _Toc117977290]3.8 Data analysis 
Researchers utilize research data analysis to reduce data and evaluate insights gained from the data. Data analysis is the process of reducing a large quantity of data into smaller bits (Abutabenjeh and Jaradat, 2018, p. 237). Content analysis, discourse analysis, narrative analysis, and grounded theory are among the approaches utilized in qualitative research for data analysis. In research methodology, content analysis is a commonly used and often adopted tool for data analysis. This method is mostly employed for analyzing recorded data such as photos, text, and other physical objects. Based on the research questions, this study indicates when and when this strategy should be utilized. Narrative analysis is used to analyze content acquired from a variety of sources, including field observation, surveys, and interviews. The information gathered from participants focuses mostly on achieving study objectives. Similar to story analysis, discourse analysis focuses on analyzing people's interactions. For insightful study findings, discourse analysis focuses mostly on lifestyle and daily surroundings. Finally, a grounded theory explaining a specific phenomenon emerged (Greening, 2019, p. 88). Primarily, grounded theory is employed to examine data regarding similar host cases occurring in various settings. To complete study issues, this analysis must be utilized to modify or provide new explanations. Since secondary data gathering methods are employed in this study, content analysis would be utilized. Since researcher typically study material from secondary sources. 
[bookmark: _Toc117977291]3.9 Limitations of the study
Research and studies will inevitably face some limitations in studying and meeting the research objectives. The expected limitations of this research while it is being conducted are as follows:
a. The research is completely based on secondary data. As a result, research analysis may not be able to be accurate because of the absence of updated data if it is inaccessible. 
b. As the chosen topic is not very common and research that has been conducted in the arena is few, there is less information to comprehend the relation between the two and find how the UK SMEs can specifically be benefited with the help of Microfinance. 
c. The researcher will not be able to conduct the primary research, as the topic demands analysis of various data available to draw the patterns of best use of microfinance in the UK. However, the primary data would have been much more reliable which thus reflects the limitation of this study. 
d. The conducted study has not been done on a particular company, however as the researcher understands the various aspects of microfinance, it would have been better to study one company as a case study on how this company can apply the developed strategies, thus this acts as a limitation of this research. 
e. There are several other channels which can be used for financing UK SMEs, however, to maintain the focus of the research, the same has not been considered which acts as a limitation of this study. 
[bookmark: _Toc117977292]3.10 Ethical consideration 
Ethical considerations are the methods for establishing research design and practice-guiding concepts. Researcher are obligated to adhere to a code of conduct for data gathering techniques when doing research. The objective is to comprehend real-world events, explore behaviors, discover effective theories, and enhance research outcomes. It is essential to preserve individual data and avoid collecting incorrect information when doing research.
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Figure 5: Gantt chart
[bookmark: _heading=h.9tsidocnov8f](Source: Developed by the author)

[bookmark: _heading=h.h7yjik4u2zeg][bookmark: _Toc117977294]Chapter 4: Findings and Discussion 
[bookmark: _Toc117977295]Findings
[bookmark: _Toc117977296]4.1 Role of microfinance in the present economic scenario of the UK 
As contradicted by Bateman, (2018, p. 42), Microfinance's brief existence in the 1970s aroused widespread interest from policymakers, firms, academics, and financial institutions worldwide. Microfinance includes a variety of services, such as microcredit, micro-savings, micro remittances, microbanks, money transfers, and microinsurance. By providing essential financial services, information and communications technology are a category of financial services that have the potential to reduce global poverty. Microfinance is seen differently by governments in different nations. In the United Kingdom, microfinance refers to the provision of small amounts of savings, credit, and other financial services to urban, semi-urban, and rural communities to enhance their income and improve their living conditions (Asad et al., 2020, p. 223). Microfinance's purpose in the financial system is to provide financial services and a considerable flow of capital to economically disadvantaged people whom the official financial sector has neglected. The review of microfinance for developing economies demonstrates that individuals who are excluded from conventional financial institutions can access alternate ways to save or borrow, rather than relying on family and friends. In both developed and developing economies, microfinance provides alternatives to conventional financial services and plays a crucial role in promoting the financial inclusion of disadvantaged groups. While functioning as a source of financial services, MFIs frequently face obstacles such as unpredictable revenue sources, unemployment, lack of asset collateral, and limited credit history, as well as moral hazard concerns and adverse selection. Nonetheless, MFI continues to expand with a mandate to support entrepreneurial ventures to build endogenous growth and eliminate poverty in comparison to prevalent techniques such as government-run programs and foreign aid. Offering financial services, assists disadvantaged individuals to remain economically active. Microfinance is regarded as one of the most significant policy developments in the industrialized world (Nautwima and Asa, 2021, p. 12).
Financial inclusion highlights the eradication of poverty and inequality, as well as economic prosperity. Microfinance has been identified as one of the most effective tools for reducing poverty by global organizations. Common MFI social goals include poverty reduction, female empowerment, job creation, economic growth, social inclusion, and social development. In industrialized nations, microfinance can enhance self-employment and foster the growth of small and medium-sized enterprises (SMEs). Due to microfinance, households can extend options, such as income accumulation, and provide financial assistance to family members (Omondi and Jagongo, 2018, p. 24).
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Figure 6: Impact of Microfinance
(Source: Omondi and Jagongo, 2018, p. 24)
[bookmark: _Toc117977297]4.2 Growing importance of Micro finance for small and medium enterprises  
Over the decades the UK economy has had remarkable transformations and in 1980 only 24 million people were employed which has increased to 30 million. Nearly 95.5% of the private sectors are micro firms in the UK (Nautwima and Asa, 2021, p. 12). On the other side, micro-businesses accounted for 32% private employment and 20% private sector turnover. In recent years the contribution of micro business has increased and the growth of business populations driven by micro firms will increase 40% in 2020. The World Bank's MSME portfolio includes US$3.5 billion for active lending with lending projects in 47 countries. Formal SMEs contribute 40% national income (GDP) and it is estimated 600 million jobs will be required by 2030 due to increasing global workforce.  
Microfinance companies benefit from people with low incomes and people who don't have much. From rural and urban areas, microlending can give out between 50,000 and 150,000 loans. The main goal of microfinance companies is to make it easier for people with low incomes to get credit. In the UK, there are many loans that help small and medium-sized businesses (SMEs) and entrepreneurs grow their businesses. Small businesses usually borrow between £500 and £25,000, and the interest rate is fixed at 6%. These loans also come with free support and a mentor for the business owner after the loan is paid off. Small and medium-sized businesses (SMEs) that want to grow can get loans from the Coventry and Warwickshire Reinvestment Trust (CWRT), the Business Enterprise Fund (BEF), and the Southwest Investment Group (SWIG). CWRT also tends to offer small and medium-sized businesses in Warwickshire Small Business Loans. During the Covid-19 crisis, the British Business Bank created a new programme called the Bounce Back Loan to help small and medium-sized businesses grow in the current market. The Coronavirus Business Interruption Loan Scheme gives £5 million in term loans, invoice finance, overdrafts, and asset finance to SMEs with sales of less than £45 million (CBILS). This business plan tends to help businesses get through tough times (Aladejebi, 2019, p. 261).
Small and medium-sized businesses (SMEs) needed more help to reach their goals and deal with all the challenges in the business world. During the Covid pandemic, 30% of businesses closed, and the number of people without jobs went up. Small business resources tend to group together for different entrepreneurs, but microenterprises need different kinds to support innovation. It is necessary for SME owners to grow and meet their customers' specific needs. For reducing poverty, getting more people jobs is important for a stable economy. Due to the high risk of default, microfinancing misses the mark. Microfinance is an important and powerful tool that helps small businesses and entrepreneurs grow their businesses in the current market. Microfinancing is seen as a long-term way for the owners of SMEs to break the cycle of poverty for their children and grandchildren. Small and medium-sized businesses can talk to lenders directly about their financial needs. the processes that take a lot of time and where business owners can run into urgent needs that might not be met. The UK National Audit Office said that the government could lose anywhere from £15 billion to £26 billion. The loss means that there are less funds available for small and medium-sized businesses that really needed them (Omondi and Jagongo, 2018, p. 24).
Small and medium-sized businesses are hurt a lot by the uncertain spread of Covid-19, which affects their cash flow in a big way. Most of the time, microfinance helps women who are able to get out of poverty and can take out small loans of $60. Women from Paraguay, for example, take out small loans for $60 to start an empanada and snack stand. By getting loans, you can help the women grow their businesses and pay back the loans. After that, they were able to take out a bigger loan to build their own businesses with equipment like refrigerators and homes that are attached. In 2019, there is evidence that 65% of borrowers are from rural areas (Tasha et al., 2018, p. 97).
[bookmark: _heading=h.u8pi2rtbnrnf][bookmark: _Toc117977298]4.3 Alternatives of microfinance for SMEs in the UK
In the UK economy, small and medium-sized businesses, which include informal businesses and provide 90% of jobs, are responsible for 33% of GDP in South Asia and Africa. SMEs usually serve customers in poorer urban areas and rural areas that don't have the infrastructure for big businesses or government work (Gakpo et al., 2021, p. 28). Getting money for growth is one of the hardest things to do. Commercial banks tend to focus on big business deals, so SMEs often have to deal with high-risk and expensive services to meet their different financial needs. Microfinance can be replaced by Business Lines of Credit, Merchant Cash Advances, Working Capital Loans, Equipment Loans, and many other types of loans. Bank loans are a common way for small and medium-sized businesses to get money for their projects. Large business loans from banks are hard to come by for small businesses. Businesses often need alternative financing from reputable lenders, but most small and medium-sized enterprises (SMEs) rely on banking services because they are a safe way to get financing. Small and medium-sized businesses (SMEs) don't have to get loans from banks alone.
[bookmark: _Toc117977299]4.4 Solutions that can be used to mitigate the challenges of using microfinance in UK SMEs 
When starting a business, it's important to put money into the things you need, whether that's getting cash or buying assets. This tends to show that bankers and investors are willing to stick with projects for a long time and are willing to take risks. Venture capitalists often have stakes in companies that don't take on high-risk, but potentially profitable, projects. Most of the time, this means giving third-party ownership or equity in the business. When a business starts selling shares to the public, venture capitalists often invest in healthy returns. For future financing decisions, a business can adapt to changes in the economy. Taking on too much debt can force you to use equity financing when the equity market isn't very good. There aren't any good choices, no matter what the situation is. Companies may need to borrow more money at a very high-interest rate, which means there will be more demand for lenders. Too much equity tends to make similar problems worse, while companies want to run in more than one way. For loans between £50 and £15,000, you must give detailed information to get a good offer (Sani et al., 2018, p. 756). After the application and terms have been approved, offers are made based on the applicant's current financial situation. If a borrower misses a payment date or pays late, it can hurt their credit history and cause their payment limits to go up.
Compared to commercial loans, microloans are not enough because they tend to bring a lot of problems and problems. SME owners need to take out loans so they can invest in their businesses and set clear goals. Agents would be more efficient and reach more customers if they didn't have to talk to branches. In the 21st century, it's enough for borrowers to keep track of and update the small amounts they need to pay back. Modern, high-tech digital tools tend to remind borrowers when their payments are due, so they don't miss any date. Since missing a payment deadline can hurt your banking history and cause problems in the future. Agents tend to work more effectively and reach out to more customers. According to the International Finance Corporation, the cost of doing business with agents is 25% less than with branches (Sussan and Obamuyi, 2018, p. 51). When consulting with agents, you can find out about new risks, operational risks, and other things you need to know to move toward agent banking. It is thought that many microfinance organizations still use paper records, which may be useful but take a lot of time. Using today's advanced technology can be helpful, but it can also lead to a lot of fights. MFI needs to put collecting data as a top priority when it comes to data management systems. It would be helpful to deal with structural data and find digital ways to collect data that are quick and accurate.
Short payback means that an investment will be paid back in a short amount of time. The minimum interest rate and amount to pay each month is thought to be a long payback period. Long periods can give inventors time to reach the point where they start making money. Longer payback periods can be less desirable than investments with shorter payback periods (Onyeiwu and Abayomi, 2020, p. 2). For SME businesses, it can take a while to reach the point where they break even. If the payback period is short, the owners of SMEs have to pay back, which slows down the time they can invest. The longer the money is tied down, the fewer chances it will give the company. Most SMEs and entrepreneurs have trouble getting enough money and keeping it coming in. In case the economy goes down, it is important to look at the business sector and industry. If the assessment shows sectors that aren't affected by a recession, it tends to be bad, but it gives people time to be creative. By keeping track of cash flow and separating profit margins, a business is more likely to do well. But it can be hard for business owners who don't know what the future holds for their business. Reviewing and changing your product lines can lead to success and help you save money on overhead costs, staff, and other extra costs (Onyeiwu et al., 2021, p. 4).
When payback lengths change often, it puts pressure on and challenges the owners of SMEs. A better investment is one with a shorter payback time. Investing is often one of the most important things for the owners of SMEs. When interest rates and inflation are high, business owners tend to think twice about investing, and getting their money back can take a long time. The period doesn't take into account what happens after payback, and it tends to ignore the overall profits of an investment. For example, if you invest $1 million and expect to get $250,000 each year, you are taking a risk (OKAFOR, 2020, p. 3). To get this kind of profit margin, you have to put money into it for four years, and the frequent paybacks cause problems.
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Figure 7: Impact of microfinance in SMEs 
(Source: Khan et al., 2019, p. 125)


[bookmark: _Toc117977300]4.5 Advantages and limitations of applying the solutions by UK SMEs 
In recent years, microfinance has become one of the advantageous factors that also serves as an essential resource for establishing businesses. In the British Isles Small- to medium-sized business owners or entrepreneurs with no collateral can obtain up to $50,000 in loans, which encourages them to launch a firm. In 2018, microfinance organizations served 139.9 million borrowers, a significant increase from 2017 (Khan et al., 2019, p. 125). Microfinance can break down barriers and assist rural and urban residents in maintaining a steady income flow.
Supporting MFI to ensuring low-income or rural individuals have access to credit and a stable economy. MFI struggled to obtain commercial capital to deliver it to borrowers. As a covid-19 alleviation and recovery reaction, the program has increased microfinance help during any challenging situation. Most micro and small- and medium-sized firms benefit women by providing them with greater financial options that can improve their standard of living and income. Microfinance Institutes empower women entrepreneurs with long-term loans to boost the economy. Microfinance services assist rural women in attaining financial independence and empowering them to make sound choices. Nearly 45 percent of the rural population lacks access to credit from commercial banking institutions, particularly women with stable financial connections. On the other hand, MFI grants women access to all types of financing for launching a business. By presenting the proper documentation, having no criminal background, and having a favorable banking history, women can gain access to and borrow loans. Therefore, microfinance institutes in the United Kingdom provide microcredit to rural households, with 121,000 women as their major focus for boosting their literacy and financial planning skills (Ahmed, 2020, p. 45).
Small enterprises in small towns required financial sources for maintaining operations, expanding their firms, and investing in various modern technologies. 60 percent of the population resides in rural and secondary urban areas, where small companies and agricultural livelihoods create employment opportunities to increase income. People banks often provide microfinance services for the development of enterprises in rural areas. Natural resources contribute 20% of the country's gross domestic product, while exports account for 80% of the country's income. However, SMEs are responsible for 90% of employment creation and business registration (Chege and Wang, 2020, p. 256). Supporting efforts to construct a stable economy, more financial aid eventually generates business growth opportunities and an increase in new job positions. According to research, the availability of microfinance has the potential to benefit businesses and people's livelihoods.
The basic purpose of microfinance concepts is financial inclusion for impoverished and disadvantaged groups. Access to microfinance has helped women achieve financial independence and boosted the number of female entrepreneurs. According to studies, there are now 145,200 women who own their businesses, up to 56,200 in 2018 (Eldridge et al., 2021, p. 105). However, there are several restrictions on MFI loan borrowing that are outlined below.
The Microfinance sector deals with marginalized sections for improving the living standard of rural area people and over-indebtedness is one of the biggest challenges. In the lack of legitimate functioning protocols and compliance, microfinance employs a stringent repayment strategy. Thus, many SME owners do not borrow it the following time around. As microfinance companies have to follow strict compliances therefore often manipulate customers to repay unethically which is not sufficient and damages the image. Microfinance companies provide small amounts of loans and do not even ask borrowers the amount they need to start the businesses. Since the bank does not ask for collateral for credits and large loan disbursement can be impossible. For instance, if an entrepreneur requires a huge amount of loan to purchase equipment and invest in a business. This is one of the reasons that create challenges for entrepreneurs to operate their business operation seamlessly. Another limitation of applying Microfinance in SMEs is that companies are unable to render low-interest loans. Microfinance follows different aspects and does not follow traditional banks' footprint where the accumulation of funds is easy. Along with that, it becomes easier for SME business owners to borrow money from these banks to execute appropriate and maintain risk management. It has been estimated that MFI operation cost is high compared to a high volume of transactions for each day. Investment valuation is one of the important capabilities for the seamless functions of MFI. The current developing nature of MFIs in the market often has limited activity. Therefore, it has become difficult for MFI to increase access to market data for valuation purposes. It is difficult for MFI management teams to accomplish a high level of quality information due to a lack of consistency and reliable valuation procedures which might be required for making investment decisions. Lack of adequate knowledge is one of the significant factors that help rural populations to access MFI easy credit to reach financial requirements (Pervin et al., 2020, p. 1465).
[bookmark: _Toc117977301]Discussion
Understanding Microfinance and how it helps small and medium-sized entrepreneurs start new firms and achieve financial independence was the major objective of this study. Instead of turning to payday lenders or taking out enormous loans, microfinance tends to help entrepreneurs flourish financially. The major objective of this study was to determine the impact of microfinance on UK SMEs. This study established research objectives to preserve research efficacy. The primary purpose of this study is to determine the function of microfinance by examining the current state of the British economy. In the first theme of the findings section, the first objective was explored. Before conducting in-depth research and gathering data, it is essential to establish a foundational understanding of microfinance. Microfinance provides numerous services, including microwaving, microcredit, money transfers, and microinsurance, according to studies. The facilities, policies, and procedures of microfinance services differ from those of government banking services. Microfinance provides alternatives to conventional financial services for SME owners and is seen as an essential source of financial support for rural and urban residents. Due to the unpredictability of revenue sources, lack of collateral assets, unemployment, and low credit history, MFI frequently faces several obstacles. MFI has a reputation for assisting entrepreneurs and SME owners in expanding their businesses while eliminating poverty (Khan, 2020, p. 115).
The second purpose of this study was to investigate the impact and significance of microfinance among UK SMEs. The second theme of the findings section focuses on the increasing significance of microfinance in small and medium-sized businesses. In the United Kingdom, microfinance firms receive benefits from small and medium-sized enterprises (SMEs) since it aids in business expansion and loan repayment at a fixed interest rate. SME owners require assistance to overcome any obstacles and achieve commercial success. Microfinance not only helps small and medium-sized businesses or entrepreneurs expand their businesses, but they also eliminate poverty and unemployment. During covid-19, the majority of start-up firm owners must close due to the financial crisis. During this period, microfinance aided entrepreneurs financially and became one of the most effective tools for expanding and running a firm efficiently. Accessibility to microfinance has primarily benefited rural and urban residents, with 65 percent of borrowers residing in rural areas (Khan et al., 2019, p. 125)
The third issue in the findings section addressed the availability of alternatives for SMEs in the United Kingdom. As banks supply enormous sums of loans, it is quite difficult for SMBs to obtain commercial loans. For entrepreneurs to launch a business, a limited quantity of loans is sufficient. To minimize disagreements and pressure, the majority of entrepreneurs prefer to borrow small sums of money. SMEs (Small and medium-sized firms) who use microfinance services to obtain loans are more capable.
In the fourth theme of the section on findings, the solutions to microfinance difficulties faced by UK SME owners are discussed. For beginning a firm, entrepreneurs typically invest capital to generate sufficient profit. Moreover, business endeavours frequently lack sufficient capital and prefer to obtain loans. Due to stringent rules and restrictions in commercial banks, it is challenging for SME owners to obtain loans. Taking on excessive debt tends to necessitate the use of equity financing, which is ineffective. For large projects, businesses may be required to borrow money at a high rate of interest, which defines the need for lenders. While business owners desire a fluid business operation, an excessive amount of equity tends to create difficulties. It has been determined that when applying for microfinance, SMEs frequently face several obstacles. Agents can be consulted by SME owners instead of banks for precise information. Since Agents are more customer-friendly to address all questions and concerns. SME owners are now better able to track financial transactions with the use of modern digital technology. To prevent late payments or penalties, modern high-tech gadgets serve as a reminder of the payment deadline. In microfinance institutions, skipping a due date frequently creates complications in which borrowers may be required to pay additional fees. MFIs offer short-term loans with high-interest rates, which generates problems for SME proprietors. Instead, the MFI must provide a lengthy amount of time that allows the borrower to reach the point of breaking even (Ghak and Zarrouk, 2022, p. 311).
The third objective of this research is associated with the benefits and challenges of microfinance for SMEs in the UK. This has been in the fifth theme of finding sections where it has been discussed about the advantages and limitations of accessing microfinance solutions by SMEs in the UK. In a few years microfinance has become one of the important services which encourage borrowers to take loans for starting or investing in businesses. The sixth theme of this research examines how utilizing MFI benefits rural residents. It has been analyzing Microfinance tends to influence women to become financially independent and empowered with stable income sources. Within that, it also increases financial planning skills and literacy for women to gain knowledge about finances and arrange the business. The MFIs tend to increase rural areas and agricultural people to increase livelihood standards.
Meanwhile, it has also been addressed that using MFIs brings limitations such as limited borrowing amounts, high-interest rates, and other challenges. MFIs need to follow strict compliance and often try to manipulate customers for unethical repayment. In MFIs the amounts provided for borrowing are limited which has created conflicts for SME owners. As it has been addressed starting or investing in business entrepreneurs might require huge amounts instead of providing limited amounts MFIs can allow SME owners to choose the most preferable amounts. Since Microfinance does not follow traditional banking services processes, borrowing money is easy for SME owners. However, the operation cost of high-volume transactions is high. MFIs have limited activity and it has become difficult to access market data with the purpose of valuation. However, due to a lack of consistency and reliable valuation processes, it is difficult for MFI to accomplish high-level quality information (Al-Naimi, 2021, p. 5111).



[bookmark: _Toc117977302]Chapter 5: Conclusion and recommendation
[bookmark: _Toc117977303]5.1 Conclusion
The above study concludes by stating the concepts associated with microfinance in the UK economy, further it also shares the significance of it for UK SMEs. The study also discussed the benefits and challenges of using microfinance for business and the sources which can help these businesses to use microfinance services. Post which in the discussion section the study represented the role of it in the UK economy and how it can be used. 
Microfinance usually gives business owners access to financial services that help them grow their businesses. Research has shown that microfinance is now the main source of financial help that leads to ethical lending practices. Due to strict documentation requirements and the need to have a good banking history, it can be hard for the owners of SMEs to get loans from commercial banks. People in both rural and urban areas can get small loans from microfinance institutions. Small and medium-sized businesses (SMEs) could use the money to invest, save, or buy insurance. This would help them save, make, and grow their businesses. The main goal of this study was to find out how microfinance affects SMEs. Most rural and urban people can start new businesses because of microfinance. In the last two years, the number of people who own SMEs has grown by 37%. This is because it encourages women and other people to start their businesses. Accessing Microfinance institutions has been looked at and found to have both benefits and challenges for SMEs. With the help of microfinance, it is not only possible to grow the economy, but also to improve the quality of life. Microfinance has caused more women to start their businesses because it helps them become financially independent and boosts the economy (Adhariani, 2022, p. 366).
[bookmark: _Toc117977304]5.2 Linking with objectives 
This study aimed to examine the impact of microfinance on small and medium-sized enterprises (SMEs) in the United Kingdom. Taking into account research aims, the first objective is to discuss the function of microfinance in the current economic climate of the United Kingdom. Before conducting an in-depth study and gathering data on microfinance and its influence on SMEs. It is essential to comprehend microfinance's contribution to the British economy. Under the first category of the literature review, the notion of Microfinance is discussed. Microfinance and its implementation processes are defined in the first heading. This information's summary helps to continue the investigation.
The second purpose of this study is to examine the impact and significance of microfinance on SMBs in the United Kingdom. The second section of the literature defines the relevance and impact. According to the research, microfinance might increase income while highlighting the vulnerability of the individuals. Due to a lack of financial stability, poverty, and unemployment plague most nations. In addition, microfinance tends to encourage economic stability and business expansion. Microfinance is one of the most important concepts for SME productivity enhancement and financial support. MFI has enabled someone with an unknown past to compete with others. Microfinance has become one of the most effective long-term tools for combating poverty over time.
The third objective of this research is benefits and challenges associated with microfinance in UK SMEs. There is no doubt that Microfinance has brought several benefits for SMEs and start-up owners to build a business with a stable economy. Microfinance loans are easy to access as the borrower does not need to have a strong banking presence or credit history. For first-time borrowers Microfinance is very useful by providing the necessary documents to get access to the loan. However, it is also acknowledged that microloans may not be sufficient, and more funds may be necessary.
[bookmark: _Toc117977305]5.3 Recommendation
Consultations and supervision by the financial institution towards the SME units to ensure effective utilization of investment- The most common challenge faced by SME organizations is not due to the inability to acquire funds but to invest those funds to make strategic improvements in business and attain growth. The financial institute offers several microfinance products to SMEs but at the same time is also concerned about the recovery and revenue generated with the help of allotted funds to SMEs (Dewick, et al., 2020 p.1195). The increasing indulging of a financial institution in the business operations of SMEs will be beneficial for organizations and provide consultations and guidance to the SMEs for making efficient use of funds, and investing in profitable ventures, that will not only benefit the business enterprise but this will be beneficial for banks offering guidance, consultations, and micro-financing products, as they would be able the recover invested the amounts and get interested from the investments in SMEs.  
Improvements in financial planning viability in small and medium-scale enterprises in the UK- another significant factor that increases the challenges for both banks and business organizations is due to ineffective planning and managerial tactics to manage the financial viability and stability of the organization. The root cause of several problems and challenges arises due to ineffective planning and using different managerial tools to improve the financial viability of the organization (Dominic, et al., 2022 p.832). Starting an SME with an effective business idea is not sufficient until that is not supported by strategic planning. SME owners and managers but be specific and oriented toward the procurement, investment, and cost structure of the organization. Microfinancing seems to be convenient for small and medium-scale organizations, but an effective planning process will increase the possibility to utilize those funds constructively and that leads to saving the interest of both banking and SME business organizations. Increasing efforts for beneficial strategic planning for maintaining financial stability and increasing the revenue generation capacity of the organization will lead to the overall cultural adoption of sound planning procedures to manage funds and the profitability of the organization.  
Increasing focus on the revenue stream and structure of the SME organizations- generating revenue is the only source that can benefit the management to maintain its stability and profitability. The concern about the challenges and issues faced while microfinancing small and medium-scale business organizations can be solved by proper implementations of tactics to increase revenue generation capacity (Hock, et al., 2021 p.691). Management of the organization must be focused on the revenue stream and include all the efforts in terms of marketing implementation, advertisement, promotion, and effective human resource management to increase the revenue stream and it must be decided in advance. What would be the beneficial ways and strategies to increase the revenue, and how would overall operational and other costs be reduced to increase the margin of profit? Answering these questions will be helpful to increase the financial stability of the organization and more institutions will be willing to provide finance for that business organization. Stability and consistency must be focused on by the management of SME organization rather than taking infrequent and premature steps which impact the profitability and sustainability of the business organization and also impacts the revenue structure of financial institutions. 
Microfinance institutions to which the majority of SMBs have access. Bank advances and credit enhancements are still regarded as sources of external finance for small and medium-sized enterprises. Short- and long-term financing options for small and medium-sized enterprises (SME) borrowers have been modified drastically by the increased affectability of external shocks. It has been determined through study that SME owners prefer MFIs since credit quantities are readily accessible. It is proposed, therefore, to boost the capital efficiency of MFIs and affect the financial performance of SMEs. Frequently, microfinance agents influence borrowers to pay more fees in an unethical manner. Therefore, micro-credit services must develop strong partnerships with one another. As a result, it entails an expansion of microcredit services along with financial change (Chege and Wang, 2020, p. 256). The MFI can approve; however it may take some time for the funds to be deposited into the borrower's bank account. Commercial banking services give instantaneous loans. In emergency cases, waiting for one or two days can result in a confrontation. Since the MFI does not wish to wait two days for repayment, it is also recommended that the MFI provide the loan amount quickly.
Having extensive knowledge of MFIs-Knowledge of finance processes would enable SME owners to assume responsibility, make strategic decisions, assume risks, and learn from their successes and failures. Increasing business productivity and training has a positive effect on the work efficiency of businesses. Knowledge of the micro-level will stimulate economic expansion. While acquiring loans from MFI owners, gather pertinent data for improving the performance of small and medium-sized enterprises. A comprehensive understanding of MFI would provide information regarding the external and internal business settings. Additionally, it helps improve performance and boost productivity by minimizing risk factors. In addition, possessing financial understanding would enable SME owners to avoid making unethical extra payments.
Facilitating business growth, one of the primary responsibilities of microfinance is to offer blueprints for company expansion and agents to expand the operating footprint of traditional strongholds to small and medium-sized enterprises (SMEs).
Small- and medium-sized enterprises tend to increase the number of access points to undiscovered markets and become formidable competitors. Group of individuals who share a common interest and can assist with microfinance credit facilities. There are numerous opportunities for distributions to be shared and shouldered by other groups (Worokinasih and Potipiroon, 2019, p. 28). Microfinance finds it simpler to collect loans that result in subsequent borrowing. SMEs have the propensity to invest in productivity and profit procedures.
Improved credibility, the cooperative nature of microfinance aids small and medium-sized enterprises that have the propensity to foster borrower trust. Small- and medium-sized enterprise (SME) owners prefer microfinance organizations to commercial banks when seeking financing. Microfinance can provide personalized financial services that also meet the needs of SMBs and the kind of business, according to a study. It has classified MFIs that invest in enhancing procedures and decreasing cost-effectiveness. Cost leadership has a favorable effect on operating microfinance institutions, which has a positive effect on their performance.
[bookmark: _Toc117977306]5.4 Future scope
The primary objective of this study was to define the impact of microfinance on UK SMEs. The future scope of this research topic can be to demonstrate the application and solutions for overcoming the obstacles encountered by SMEs while using other sources of finance suggested above. While obtaining loans, SMEs frequently face several obstacles due to a lack of pertinent information. In addition, future research can likely be to concentrate on SME owner-applicable microfinance service models and increase their information further on it. 
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