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Abstract

Small or family managed businesses are the driving force behind poverty reduction and stimulation of economic growth in transitional economies. Enforcing the entrepreneurship spirit could significantly support the objective for the decline of unemployment rate and augmentation of the living standard of the population. For these reasons, constraints limiting the development of entrepreneurs should be decreased with the tendency for the same to be eliminated. Some of the major constrains are the inappropriate educational background, lack of experience, as well as restricted access to available funds.

In Macedonia, many of the family owned business are started with the objective of earning a monthly income for covering business cost and covering the cost of living for the entrepreneur and his/her family. Considering the high unemployment rate in Macedonia, from the former it could be concluded that although entrepreneurs are striving for high profits, the primary objective is to earn a salary and escape the potential poverty problems eminent in the Macedonian economy.


In order for the entrepreneurs businesses to be supported, step by step strategy should be put in place, a strategy that will capture and eliminate the primary restrictions obstructing the entrepreneur’s development. This strategy should be consisted of program that will improve the entrepreneur’s education and skills, change the way of thinking i.e. remodel the mentality “I know everything, I can do everything by myself” - of many entrepreneurs, and improve the availability of funds, more precisely, availability of low cost funds needed for business startup, and later on for business expansion.

Concluding remarks will present that initially foreign aid, and aid in general directed toward entrepreneurship development should be primarily focused on improvement of their skills and educating the same regarding the accurate analysis of financing options. With other words, giving financial aid to entrepreneur who doesn’t have the needed skill to manage the funds adequately is the same as burning the money. - “Give a men a fish and feed him for a day, teach a men to fish and feed him for a life” - would be adequate description of what should be done.  A program, which will provide in depth clarificationof the potential financial and non-financial problems that might arise and adequate solutions of the same, should be established. In addition, maybe the most important point is that, entrepreneurs should fully understand the role and the potential of family owned business in the objective of poverty reduction and improved standard of living.
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1. Introduction

The dissolution of Yugoslavia has initiated the privatization process of socials companies, which in turn offered the possibility for development of entrepreneurs. The problems were that many of the newly privatized companies’ layoff large number of employees, thus sharply increasing the unemployment rate and decrease the living standard in Macedonia. Moreover, the new entrepreneurs lacked crucial skills and experience needed for running a company in a capitals manner. The dissolution have opened the gates for entrepreneurs development, and the transition itself has imposed a lot of constrains, and at the same time influenced the economic growth.
For this reasons, policy makers, should develop a strategy for elimination of the most basic constrains obstructing the development of self employed entrepreneurs. Constrains consisted of lack of experience, inadequate education and limitation of financial resources availability should be primary focus of the entrepreneurship development strategy.

Moreover, policy makers should not be focused solely on development of large companies in order to achieve an economic growth. The focal point should be the decrease in poverty and improvement of living standards, through the decrease of jobless population. As result of the former, the government should develop a strategy for promotion of self employment entrepreneurs.
2. Importance of entrepreneurs for transitional countries

It is a well know fact that small firms are responsible for the biggest part of an economic activities. Although the corporations are the one employing thousands of individuals, their activities have little contribution toward the economic growth. While corporations do impact the economic growth, it should be noted that the economic growth should not be seen only from the point of view that large corporations are contributing significantly for the GDP. Instead, the economic growth should be also viewed from different perspective i.e. the perspective of technological innovation, increase competitiveness, increase in production efficiency, and increase in investment activities all of these leading toward primarily, decrease in the unemployment rate, and later on increase in wealth. The former is of crucial importance when considering the transitional economies, especially economies with socialist background. In some of these economies, as a result of the system itself, the idea behind entrepreneur’s spirit and the functioning of small firms has been abandoned until the transformation into capitalist society. Facing the capitals functioning, many of the state owned companies have been privatized and large number of the population has been faced with unemployment. During the period of privatization, the newly privatized companies provided little or no new employments, whereas they were responsible for job destruction and increased in unemployed individuals (Mete Karayel and Münire Ciftci, 2007, pp.180 - 182 ). The increased in unemployment rate had significant negative impact initially for the living standard of the individuals and later on for the decrease in economic development.
After privatization, the big companies continued to contribute toward economic growth, but the problem was, and is some transitional countries such as Macedonia this problem is still evident after 20 years of transition, the sudden high unemployment rate and decrease in the living standard of the individuals which in turn, gradually lead toward increased poverty. Many of the jobless individuals unaware of the entrepreneurship concept were forced to become entrepreneurs themselves in order to survive the difficult economic situation they were faced with. Progressively, many of these entrepreneurs have established firms that grew into large companies, significantly affecting the economic growth from all aspects. As the concept of entrepreneurships become part of individual’s everyday life, many of them have seen a possibility to improve their standard by engaging into some economic activity.
The success of small firms growing into large companies (corporations) is important for the economy because they reduced unemployment, economically influence the development of the surrounding region, and have undertaken investment activities. But what is more important for economic development, are the small firms themselves. They are important because they are the mechanism for direct decrease of unemployment and thus decrease in the burden for the state, originating from the unemployed population (Mete Karayel and Münire Ciftci, 2007, pp.180 - 182).These firms are the primary source for the economic development, in a way that primarily they remove the cost of the government for taking care of the unemployed population
. Secondly, they are contributing toward the government revenues since they are paying taxes. Thirdly, the newly established firms have created a competitive discipline for the companies founded under the socialist system (Mete Karayel and MünireCiftci, 2007, pp.180 - 182). The most important point is that through entrepreneurship activities, the entrepreneurs are improving the standard of living for themselves and their family. Stated differently, the lack of competition have made the existing companies lazy in terms of innovativeness and improvements in efficiency, thus the new entrepreneurs firms brought fresh thinking which forced these companies to restructure their activities and the organization as a whole. The former have lead toward increased efficiency of both the newly created and socialist companies.
In addition entrepreneurial firms could be considered as a dynamic firms, because of their learning curve resulting in numerous research regarding the process for conducting a business (Mete Karayel and Münire Ciftci, 2007, pp.180 - 182). In some instances, entrepreneurship is considered to be the fourth factor of production i.e. a factor responsible for the formation of wealth by joining together the current production factors in new ways (Erik Stam and André van Stel, 2009, pp. 5 -7). This is in a sense that entrepreneurs are using new and innovative approaches of doing business in order to first and foremost improve their standard of living through profit maximization.
(Landes, 1998,pp. 44) is stating that the entrepreneurship has been perceived as fundamental mechanism for economic development. Some analyses draw the conclusion that although economic growth might not be experienced in low income countries as a result of the entrepreneurship activates, it is achieved in the transitional countries, where entrepreneurship focused on growth significantly contributes for the macroeconomic growth (Vilasinee Bunyasrie, 2010, p.151- 152). Additionally, viewing economic growth in terms of GDP in transitional countries, is more evident if growth oriented entrepreneurs exist in comparison with the general entrepreneurship (Vilasinee Bunyasrie, 2010, p.151- 152). More over it could be said that the small firms are the main pillar of a transitional economy and they represent the key source for economic growth because these businesses are bringing value for the economy in terms of innovative products or techniques (Vilasinee Bunyasrie, 2010, p.151- 152). Noteworthy is to say that the former is indirectly pointing out the role of the small entrepreneurship firms as a key mechanism for job creation i.e. self-employment.
As a result of the low level of incentives for innovation under the socialist system, the transition into capitalist system opened new prospects for entrepreneurs to use the resources for high productivity activities. In addition, in order for the transition economies to experience a growth and economic development, there was the need for employment of new technologies, and these technologies were brought by the capitalist entrepreneurs (Saul Estrin,Klaus E. Meyer, andMaria Bytchkova, 2005, pp. 2 -25).

Talking about the economic growth, two differences should be made. Namely, the difference between self – employed entrepreneurs, and entrepreneurs whose business grew and increase the employment in the region (Saul Estrin, Klaus E. Meyer, andMaria Bytchkova, 2005, pp. 2 -25). From the former it could be concluded that the entrepreneurs can directly and indirectly influence the economic growth and development. The self – employed entrepreneurs are contributing toward the decrease of unemployment rate and thus indirectly supporting the economic growth. On the other hand, the entrepreneurs starting a small firm and latter on expanding its activates directly influences the GDP growth. Stated differently, entrepreneurship can significantly help in the objective of poverty reduction and at the same time support the economic growth and development.
Worth mentioning is the fact that many of the jobless citizens are still maintaining some level of living standard although, formally, they do not have any income. This is because of the fact that they are working in the informal economy and thus earning some income, which is not registered and no taxes are paid for. These activities are with the objective of self-employment, an example would be the new car import legislation, when some entrepreneurs have imported second hand cars and sold them on the Macedonian market. The problem was that, for many, this was a short term business, but it did increase the economic activity. 
3. Major constrains suffocating the entrepreneurs spirit

3.1 Insufficient educational background

“Claiming to go entrepreneurialdoes not involve only creation of new businesses and firms but also incentives and provision of relevant education and training.Young business leaders need to be educated and trained, particularly when it comes to exploitation of technologies and innovations” (Mohand-Said Oukil, 2009, p. 10 – 13)

One of the main constrain for the entrepreneurs is their educational background in terms of the knowledge they possess for developing and managing a business. This is in a way that, although many entrepreneurs might be the best in their field of expertise and accordingly to have the desire to establish a family owned business, they might lack the necessary skill to manage the business. More precisely, they will know how to set up the firm, they might conduct an analysis of what the market needs and offer the best product, but they don’t know how to manage the business itself. Suddenly they are making mistakes in the area of financing, marketing and organizing and managing employees.
Although it is generally know fact that an entrepreneurs will not know everything he/she needs for proper functioning of the firm, the problem here is the mentality of the entrepreneurs themselves the mentality of “I know everything, I can do everything by myself”. This way of thinking is as a result of the insufficient education and lack of experience in term of managing an organization whether small or a large one. There are many consulting companies existing in the market, and the entrepreneurs should seek their consultation services during the early stages of the firm’s development. For instance, consulting companies might provide to be helpful for a non-finance entrepreneur in managing his/her financing sources. One of the most frequentmistakes that entrepreneurs are doing is the mismatching of the maturity of financial sources with the investment activity to be financed. For instance, entrepreneurs with no financial backgroundusually are acquiring short term loans to finance long term investment. The problem is that the loan will mature before the investment starts to generate any revenue thus creating liquidity problems. These liquidity problems might result in lost business due to bank collateral. The consequences from such a simple mistake might be devastating for the entrepreneurs because of the lack of desire to ask for an advise from investment advisors. The former is an example regarding portion of the issues that might go wrong as a result of inadequate education. Other things considered the entrepreneurs could face problems in the process of management of their employees, their customers, suppliers, etc.
3.2 Lack of experience


This constrain of the entrepreneurs is closely related with the inadequate educational background in terms of management of specific business activities. Namely, although entrepreneurs might have specific experience
 in some areas such as - product innovation, employee management, financial management, marketing
, and lack the needed experience for most of the other relevant activities. One of the main problems is not the lack of experience; instead the problem is the absence of the aspiration to acquire the needed knowledge and accordingly, the experience for improvement of personal skills. 
Because of the lack of market experience and the bureaucratic planned economy, many of the socialist directors lack the managerial skills needed for proper management of a firm (Saul Estrin, Klaus E. Meyer, andMaria Bytchkova, 2005, pp. 2 -25).
3.3 Limited access to financial resources

Another major constrain for the entrepreneurs in transitional economies are the availability of funds for starting a business or for expansion of the business activities. There are two perspectives that should be taken into consideration when discussing the financial availability. Firstly, the general access to financial resources and secondly the availability of low cost capital.


The choices that an entrepreneur might have for financing its entrepreneurial activities in transitional economies are the family owned money, loans from commercial banks, venture capitalist or angel investors, the capital market, and different governmental programs for supporting entrepreneurs. Although there are various financing options present in the markets, we should see the real availability of these options. Namely, in most transitional countries, especially in Republic of Macedonia, the amount of family money is highly limited for the entrepreneurs, since in most cases they have low living standard and thus low savings. It is suggested that because of the insufficient family wealth, a well developed financial system should be established if an economy wants to support the development of entrepreneur activities (Mete Karayel and Münire Ciftci, 2007, pp.180 - 182 ).
 Considering the capital market, it has limited capacity because very few entrepreneurs are able (or willing for that matter) to sell part of their ownership, or sell a debt to other investors usually seeking low risk investments. One of the widely available options is the venture capitalist and angel investor financing. The drawbacks of this form of financing are the lost control over the firm and the high returns that the investors are demanding.Most often entrepreneurs in Macedonia are financing their activates using the commercial banks as a primary source of funds and from couple of years back, the different governmental programs.

Using bank loans might be a good option for financing an expansion of a firm, but the new entrepreneurs have the need of funds for financing their startup firms and this is the stage where they face the major constrain. The problem is that with most of the banks,entrepreneurs should practically show that they don’t need the money so that banks are willing to approve the loan. The former is a direct result of the banks unwillingness to finance “risky” borrower, and the lack of the aspiration to support new entrepreneurs. Stated differently, banks are unenthusiastic when it comes to lending to newly created firms or small firms because of the possible high risk and high administrative cost for the specific loans (Donald J. Johnston and Carlos Magariños, 2004, pp. 37).


One of the main reasons responsible for the financing problems faced by entrepreneurs is the inadequate assortment of financial products and services and lack of information for the banks as well as the small firms (OECD, 2006, p. 3 – 4).Very often banks may be unwilling to offer their products to young firms or start up business due to the deficiency in the level of collateral required, since these firms have the opportunity to enjoy above average profits that are followed with the same level of risk (OECD, 2006, p. 3-4).
Presenting the numerous options for financing, one might say that raising funds should not be considered a problem faced by the entrepreneurs. But these financing options have another perspective that should be taken into account i.e. the cost of these funds. As a result of the way in which the thinking is shaped in transitional economies, there are two aspects related to the cost depending on the financing option. The psychological cost is usually present when the entrepreneur needs to give up a part of the ownership in his firm to third party investors such as the angel investors or venture capitalist. The financial cost of capital is another issue that is highly relevant for the entrepreneurs and is crucial for the business activities.

Although the psychological cost could be “easily” overcome, the financial cost is much difficult to solve and this is where most of the entrepreneurs give up and does not implement their activities. As it was previously mentioned, in transitional economies the main source for financing is the banking sector. This sector has high interest rates and in order to protect itself against the increased risk of the entrepreneurs segment, they set up a financial products and services with above market interest rates. In turn, these high interest rates demand that the entrepreneur earn much higher profits in order to cover the interest expense as well the business operating costs.

The government support has significant role in the financing stage of the entrepreneur’s activities, in a way that some government programs offer “cheap” loans for newly established or small firms, and these loans drastically decrease the interest burden for the entrepreneurs
. Another government programs that might eliminate portion of the financing costs, are the different grants available for financing investment activities of entrepreneurs.
4. Suggestions for improvement of entrepreneurs efficiency resulting in decreased poverty and economic growth

 “In contexts where business culture is not highly developed, boosting an   entrepreneurship mindset requires an active role of governments and education institutions to make citizens exposed to entrepreneurship and aware of all possibilities and opportunities” (Mohan Said Oukli, 2009, p.13).

Economic development and growth objectives in transitional economies should be accompanied by activities directed toward strengthening of the financial institutions, creation of adequate financial instruments, and supporting the relationships between the lending institution and entrepreneurs (Donald J. Johnston and Carlos Magariños, 2004, pp.37).
Suggestions regarding the steps that should be included in the strategy for the entrepreneurial development could be presented from the following perspectives:
· The primary focus of foreign and government aid

· Developing a reliable financing mechanism  

· Presentation of the entrepreneurial benefits

· In – depth education about the concept of self employment
· In-depth education about the benefits of paying taxes

Firstly, the foreign aid as well as the aid provided by the transitional government should be directed toward education of the existing and potential entrepreneurs.  This is in a sense that instead of just offering a financial aid, they should first offer a preparation of the entrepreneurs in terms of managing financial resources and resources in general, for that matter. This pre –entrepreneurial activity preparation should be formulated in a way that will be adequate for entrepreneurs with different background. It might also include testing of their skills and abilities in a virtual company, as a prerequisite for granting the financial and any other support offered by the government or other institutions
.
Secondly, the state should establish a reliable financing mechanism through the development of advanced financial system consisted of capital markets and banking sector, instead of the focus being on strengthening the banking sector, as it might be obvious in some transitional economies
. Moreover, in order for the bank’s financing obstacles to be overcome, resulting from the inadequate and insufficient information, a close collaboration and information sharing between the entrepreneurs, financing and government institutions should be formed. If we want to develop successful businesses, an in-depth understanding of the business finance should be present, as well as access to capital, and relationships with lenders (Gwen Richtermeyer, 2003, p. 1).
Thirdly, the government and the NGO’s supporting the entrepreneurial development should initially present the concept of entrepreneurship to the population. Namely, although many business owners are engaged in this process, they are not aware about the concept itself. For this reason, getting the process closer to the market participants is of crucial importance, because all positive and negative aspects, as well as potential problems, could be directly communicated. Presenting the entrepreneurship concept to the population, especially the unemployed, could increase the self employment awareness. 
For this reason the government should initiate a more aggressive campaign for self-employment. The self employment is not only important in terms of decrease in unemployment rate, but it is also important because the increase in employments will reduce the government burden to finance the social benefits and other benefits of jobless population.

As it was mentioned earlier, portion of the unemployed population is earning an income through informal channels, which means that they are not presenting their income and thus avoid tax obligations. The governmental programs, aside of the financial and educational focus, they should alsohave the objective of educate the entrepreneurs about the benefits of paying taxes. This is because many of the informal entrepreneurs are unwilling to pay taxes, but in many instances they are criticizing the government of not providing enough support to the small businesses.

Value should be given to the actions undertaken by the government to support the private sector and the development of startup companies with the initiation of the business startup centers, the Macedonia Bank for Development promotion, the government program for supporting of young and jobless citizens, etc. Although all actions and steps undertaken by the government are adding value for the Macedonian entrepreneurs and they are offering the means for entrepreneurial activity, they do not provide the knowledge as well as the experience. Even though one might argue that the experience is not something you read in the books, but still it is something you could share with others and help them avoid some basic mistakes.
5. Conclusion

As result of the transitional period in the socialist countries, a major opportunity has aroused for the development of an entrepreneurship, especially because of the large number of jobless population. When using entrepreneurship as one of the means for economic development and growth, the government should direct it resources toward the self-employment entrepreneurs. These entrepreneurs are decreasing the level of unemployment rate, and also they are decreasing the individual poverty, and thus improving the living standards.
The focal point for promotion and support of entrepreneurs should be their education and experience sharing, as well as foundation of a firm financial system. In addition, the government should develop a strategy for the registration of entrepreneurs conducting it’s activates in the informal economy. This strategy could provide accurate insight into the real poverty and unemployment problems, and the cost of these problems for the country i.e. the government. This type of strategy could free up additional governmental financial resources, a resources which could be directed toward the entrepreneurship promotion, instead of being directed toward “unemployed population”. 
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�The unemployed population has the right on health insurance paid by the government, social help, and other benefits that significantly impact the level of government expenditure.


�This is from a perspective of their past employment i.e. employment and position they have held within the socialist companies.


�This process is a bit debatable because there wasn’t a lot of marketing programs used in the planned economy, so most probably this would be one of the weakest points for the entrepreneurs in terms of experience. 


�An example would be the financial services offered by the Macedonia Bank for Development Promotion. For more info please visit �HYPERLINK "http://www.mbdp.com.mk"�www.mbdp.com.mk�


�Other institutions providing support are the different NGO, the support provided by the European Union, etc.


�Although debatable, but the restriction of Macedonian citizens to directly trade on foreign capital markets is serious drawback when it comes to raising the necessary funds.
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