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Abstract: 

Considering the fact that many of the countries are passing thought transitional period the leaders of development should be small and medium sized enterprises. This paper will include the meaning and the role of different forms of financial support for SME in start-up phases in function of processes of overcoming the causes of transition and recovering the competition, entrepreneurship and increasing the economy efficiency. In the end is the conclusion made to get information for perspectives and odds of financing the small and medium sized business in Republic of Macedonia. 
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Introduction
Considering the fact that many of the countries are passing thought transitional period the leaders of development should be small and medium enterprises. The significant appearance in period of 70th years of 20 centuries was decreasing the rate of GDP, increasing the unemployment, decreasing the investment activities. The only way for enlarging the economics activities is bigger liberty on the market and decreasing the role of the state in the economy life. This is important for stimulating the competition, entrepreneurship and economy efficiently in the national economy. It helps for entrepreneurship’s reconstitution, manifested by establishing the small and medium enterprises which lean on creativity, entrepreneurship spirit and individual innovation. 
SMEs definition
Given that SMEs are a heterogeneous group there isn’t single approach for their definition.  According to national statistics of countries, most often used criterion is the number of employees that varies from one country to another. For example, in EU countries the limit is 250 employees in Japan to 300 employees in the U.S. and Canada that goes to 500 employees. Just for illustration in the following table is indicated classification of enterprises by number of employees.
	SME classification by number of employees

	
	micro
	small
	medium
	SMEs
	large

	Countries of EU, Iceland, Norway and Switzerland
	1-9
	10-49
	50-249
	1-249
	250+

	Australia
	0-9
	10-49
	50-199
	0-199
	200+

	Canada
	0-9
	10-49
	50-499
	0-499
	500+

	Japan
	4-9
	10-49
	50-249
	1-249
	250+

	Korea
	5-9
	10-49
	50-199
	5-199
	200+

	Mexico
	0-10
	11-50
	51-250
	1-250
	251+

	New Zealand
	1-9
	10-49
	50-99
	0-99
	100+

	Turkey
	1-19
	20-49
	50-249
	1-249
	250+

	USA
	1-9
	10-99
	100-499
	1-499
	500+


Resource: OECD Studies on SME and Entrepreneurship, 2010 (www.oecd.org/publishing/corrigenda)
Besides the number of employees there are in use other criteria that vary in different countries. As a result of the small and medium enterprises operation on a single market without internal borders, there is a need to initiate application of a uniform definition of their operational efficiency and consistency. The European Commission in 2003 made a modification of the definition of small and medium enterprises and that definition is used in all strategies, programs and measures relating to the small and medium enterprises. The definition is an important instrument for implementation of effective measures and programs for support of the development and success of the small and medium enterprises.
 

Table 1: Criteria’s for SME definition
	Criteria’s 
	Dimension of enterprises

	
	small
	medium
	large

	average number of employees
	to 50 employees
	to 250 employees
	more than 250 employees

	average incomes
	< of  8.000 wages
	< of 40.000 wages
	> of 40.000 wages

	average of assets
	< of 6.000 wages
	< of 30.000 wages
	> of 30.000 wages


SMEs have a huge contribution for economics activities in the country and usually are appointing the question: What are the reasons and advantages of SMEs and why are they so important for country development?

SMEs are expected to boost efficiency and growth and they lead the economy development because:

· SMEs constitute the most dynamic segment of many transition and developing economies

· they are engine of job creation

· SMEs boost the innovations, entrepreneurship , competition and flexibility

· important role in promoting growth and development

The other advantages of  SMEs establishment are:

· direct control of the costs;
· easier and cheaper function control;

· more liberal and free lows for entering a foreign capital;

· faster noticing of the direction for more successful investments, innovations and market participation;

· team work;

· bigger responsibilities in work organization, etc.

In most economies, SMEs are much greater in number than big enterprises. In the EU, SMEs comprise approximately 99% of all firms and employ about 65 million people. In many sectors, SMEs are also responsible for setting up innovation and competition. Globally SMEs account for 99% of business numbers and 40% to 50% of GDP.
SMEs in Republic of Macedonia 

Private sector development in Republic of Macedonia has started since 1990. According to the data of the State Statistical Office the number of active business entities in the Republic of Macedonia in 2010 was 75497. The sectors with the highest share in the structure of business entities were: Wholesale and retail trade; repair of motor vehicles and motorcycles with 28326 entities or 37.5% and Manufacturing with 8263 entities or 11.0%, whereas the least represented were the sectors Electricity, gas, steam and air conditioning supply with 107 entities or 0.1% and Mining and quarrying with 164 entities or 0.2%. The data on the structure of active business entities according to the number of persons employed show that the highest share of 78.5% belongs to business entities with 1-9 persons employed, followed by business entities with no persons employed (or the entities did not provide information about persons employed) with 14.2%, and entities with 10-19 persons employed with 3.3%. The share of entities with 20-49 persons employed was 2.1%, those with 50-249 persons employed participated with 1.6%, while entities with 250 or more persons employed had a share of only 0.3%.

SMEs have a huge role for economy development actually for creating GDP, decreasing the unemployment and increasing the export. A lot of measure should be taken in order to encourage the SME sector.
 Business climate has the main role for economics activities and for boosting the economy at all and also for incresing the SME sector. According to the Doing business report 2011 Republic of Macedonia has done a lot of improvements in business climate.
An analyses of business climate in R. Macedonia is given in the table  according to the dates from Doing business report 2011. That reports include the following criteria’s:

· starting a business;

· dealing with construction permits; 

· employing workers;

·  registering property; 

· getting credit;

·  protecting investors;

·  paying taxes;

· trading across borders;

· enforcing contracts;

· closing a business.
	
	

	Macedonia

Easy of doing business (rank)
	38

	Starting a business 
	5

	Procedures (number)                          
	3

	Time (days)                                         
	3

	Cost (% of income per capita)         
	2.5

	Minimum capital (% of income per capita)                                            
	0.0

	Dealing with licenses                    
	136

	Procedures (number)                          
	21

	Time (days)                                       
	146

	Cost (% of income per capita    
	1,601.4

	Registering property 
	69

	Procedures (number)              
	5

	Time (days)                           
	58

	Cost ( % of property value)   
	3.2

	Getting credit 
	46

	Strength of legal rights index (0-10)                                              
	7

	Depth of credit information index (0-6)                                           
	4

	Public registry coverage (% of adults)                                      
	39.4

	Private bureau coverage(% of adults)                                      
	0.0

	Protecting investors 
	20

	Extent of disclosure index (0-10) 
	9

	Extent of director liability index (0-10) 
	7

	Ease of shareholder suits index (0-10) 
	4

	Strength of investor protection index (0-10)   
	6.7

	Paying taxes
	33

	Payments (number)                         
	40

	Time (hours per year)                     
	119

	Total tax payable (% of gross profit) 
	10.6

	Trading across borders
	66

	Documents for export (number) 
	6

	Signatures for export (number) 
	12

	Time for export (days)          
	1,376

	Documents for import (number) 
	6

	Signatures for import (number) 
	11

	Time for import (days)           
	1,380

	Enforcing contracts
	65

	Procedures (number)            
	37

	Time (days)                         
	370

	Cost (% of debt)                 
	33.1

	Closing a business
	116

	Time (year)                            
	2.9

	Cost (% of estate)                
	28

	Recovery rate (cents on the dollar)                                 
	20,7


As we can see from the dates R. Macedonia has huge progress in starting a business (today you can star a business for 7 days thanks to involving the one stop shop system) and paying taxes thanks to the tax reliefs.   

The most important condition for SMEs establishing is macroeconomic stability. The economics performance of the Macedonian economy is expressed through stable GDP growth of around 4%, a low rate inflation rate of 3% on average, fiscal discipline confirmed by the international financial institutions and a well- functioning coordination between fiscal and monetary policy

Financial support for SMEs in Republic of Macedonia
Considering the current situation and the needs for provision of faster and more symmetrical development of the small businesses in the Republic of Macedonia, with a goal to emphasize the advantages of that process, it comes to an effort in building an appropriate environment and to take adequate measures and activities. Mainly all these activities were aimed on providing of the necessary financial and other kind of support to the development of small and medium enterprises in the country. Such measures are especially necessary in the starting stages of the SMEs development, when those entities are characterized by a high level of risk and the impact of a numerous constraining factors - the inability to use the stock exchange market, underdeveloped institutions and restraint of the banks for their financing.
In conditions of low level of development of the financial market as an alternative form of financing of its ongoing and investment projects, the companies are primarily directed towards traditional banking products. In that direction the loans from banks represent the single source of an external financing
 of: investment projects, permanent working capital and financing of the current assets in form of short-term loans or revolving credit lines.  

In the pre-crisis period we have witnessed the credit expansion, when the banks tended to increase the credit support, and thus to secure greater market share. In particular, at the end of 2008, the total loans to nonfinancial persons remarked an annual growth of 34.4% (despite the slowdown in the second half of 2008) and in 2007 the annual rate of credit growth was 39.1%
. 

In the last two years, the banks have been directed towards maintenance of their quality loan portfolio, and therefore, it is evident that the lending to the companies by the banks unrolls gradually. The support by the banking sector to companies in 2010 illustrates a recovery compared to the previous 2009 (see figures 1 and 2). The total loans granted to non-financial entities at the end of 2010 rose to 7.4%, representing almost double increased intensity of acceleration with respect to previous 2009, when the realized growth of credits was 3.35%. The rate of growth continued in 2011 when on an annual basis (April 2011 / April 2010) it was observed a rate of growth of 7.8%,  by which in the contribution of growth of the total bank loans, the contribution of loans offered to the companies is participating with 66 3% of the total increase, or expressed at an annual rate of growth of loans to companies in accordance with data until April 2011, it accounts 8.6%, with a remark that an important structural component are the exchange currency loans, together with the rapid trend of increase of contribution of the Denar loans, as well as that a significant contribution to the annual rate of growth have the long-term loans, while the short-term loans have an annual contribution in the last three months of 2011 with a negative indication.

Despite the progressive dynamics with low intensity, the annual growth rate of loans in the Republic of Macedonia in 2010 (including Albania and Croatia) is above the annual growth rates of a number of countries, except Turkey and Serbia, which in this period had far higher rates of credit growth. The increase of credit growth goes in parallel with the raise of the quality to the ability for financing of the companies in terms of what it means spending of borrowed money, or, evident is the gradual decrease of the interest rate of the loans, in particular to loans in domestic currency by 10.8% in June 2010 to 8.1% in April 2011.

Table 1
In million denars
	Date
	Description
	Total
	Total
	Enterprises

	
	
	
	MKD
	MKD with clause
	Foreign
	MKD
	MKD with clause
	Foreign
	Total

	31.12.2009
	Past due loans
	2.414
	1.586
	501
	327
	620
	363
	309
	1.293

	
	Short-term loans
	39.229
	23.441
	7.555
	8.233
	18.493
	7.365
	8.221
	34.079

	
	Long -term loans
	116.290
	38.795
	51.135
	26.360
	11.400
	25.514
	22.851
	59.764

	
	Non-performing loans
	15.777
	8.315
	3.141
	4.321
	4.649
	1.596
	3.889
	10.133

	
	Total loans
	173.710
	72.137
	62.332
	39.242
	35.162
	34.838
	35.270
	105.269

	
	Impairment
	-16.054
	 
	
	
	 
	
	
	 

	
	Accumulated amortization
	-528
	 
	
	
	 
	
	
	 

	
	Total net loans 
	157.128
	 
	 
	 
	 
	
	
	 

	31.12.2010
	Past due loans
	2.968
	1.549
	496
	922
	578
	369
	910
	1.857

	
	Short-term loans
	39.172
	23.293
	8.525
	7.354
	18.090
	8.365
	7.336
	33.791

	
	Long -term loans
	127.117
	42.534
	48.951
	35.632
	12.882
	23.296
	31.057
	67.235

	
	Non-performing loans
	17.289
	9.466
	3.563
	4.260
	5.775
	1.931
	3.672
	11.378

	
	Total loans
	186.545
	76.842
	61.534
	48.169
	37.325
	33.961
	42.975
	114.261

	
	Impairment
	-17.491
	 
	
	
	 
	
	
	 

	
	Accumulated amortization
	-708
	 
	
	
	 
	
	
	 

	
	Total net loans 
	168.346
	 
	 
	 
	 
	
	
	 

	Increase 31.12.2010/     31.12.2009
	The absolute increase in loans
	12.835
	4.706
	-798
	8.927
	2.163
	-877
	7.706
	8.992

	
	Increase in %
	7,4%
	6,5%
	-1,3%
	22,7%
	6,2%
	-2,5%
	21,8%
	8,5%

	
	Structure of increase
	 
	36,7%
	-6,2%
	69,6%
	16,9%
	-6,8%
	60,0%
	70,1%


Table 2. Newly approved loans in the period 
	Activities
	Number of credit parties
	Average interest rate

	
	First quarter 2010
	Second quarter 2010
	Third quarter 2010
	Fourth quarter 2010
	First quarter 2010
	Second quarter 2010
	Third quarter 2010
	Fourth quarter 2010

	Enterprises
	4.946
	5.278
	4.527
	5.508
	8,9%
	8,5%
	8,5%
	8,3%


Conclusion
The general conclusion about the financial support to the SMEs persistence in this so called post-crisis period as well as additional impulse for their development is that most of the offered financial support remains unused. The reasons for this situation the various stakeholders are detecting it differently. The owners of small and medium businesses accent that the criteria for obtaining loans are strained and at the same, the interest rates are quite high, while the banks emphasize that there is a low interest among SMEs for borrowing, ie there are not enough profitable projects of creditworthy companies that could be funded.
Therefore, future development and future support of SME development in the Republic of Macedonia should be directed to the following: 
- development of the financial system especially the capital markets and its special forms faimed for small and medium enterprises;
- greater awareness of the owners of SMEs on opportunities to finance their businesses and use the pre-accession funds of EU

- developing a system of insurance of loans in terms of security does not rely only on the mortgage;
-more  liberal credit policy of banks;

- greater awareness of SMEs on the owners of the essence and meaning of their financial statements, significant qualitative content based on which banks carry the financing decision.
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	� Apart from the banks own funds, for the SMEs there are also at disposal a numerous credit lines: Credit line through the International Finance Corporation (IFC); Credit program for the development of small and medium enterprises through the Macedonian Bank for Support of Development; Credit line through the Agricultural Credit Discount Fund; European Investment Bank; MBSD credit line for export financing; Italian credit line through MBSD; Credit line through the European Fund for Southeast Europe (EFSE); Credit line through the Macedonian Enterprise Development Foundation; Credit program by EIB implemented through the MBSD - for permanent working capital; Credit program by EIB implemented through the MBSD - Investment Loans; Credit line for energy efficiency and renewable energy sources, EBRD (WeBSECLF). 





� Data are published according to official data from the NBRM , reports and monthly information





