MPRA

Munich Personal RePEc Archive

SMEs and Start-Ups. Importance and
Support Policies in European Union and
Romania

Herte, Anamaria Diana

Doctoral School of Economic Sciences, Faculty of Economic
Sciences, University of Oradea, Oradea, Romania

23 November 2017

Online at https://mpra.ub.uni-muenchen.de/84174/
MPRA Paper No. 84174, posted 26 Jan 2018 10:21 UTC



UNIVERSITY OF ORADEA
FACULTY OF ECONOMIC SCIENCES
DOCTORAL SCHOOL OF ECONOMIC SCIENCES

Emerging Markets Economics and Business.
Contributions of Young Researchers

Proceedings of the 8th Conference of Doctoral
Students in Economic Sciences

No. 5 - December 2017

Editor-in-Chief: Prof.Dr.habil. Alina Badulescu

Oradea University Press
2017

DITURA UHIVERSITATI
¢
< )
g DI
0RADEA

3



TABLE OF CONTENTS

PREFACE . ... e e 7
THE IMPACT OF THE FINANCIAL CRISIS ON HEALTH GLOBAL VIEW AND
ROMANIAN FOCUS: Abdulla Osman HasSan...........cccoovvvvveieeeeeeeeeeeeee e 9
HUMAN CAPITAL - ENHANCER FACTOR FOR INTELLECTUAL CAPITAL: Lidia Marinela
7= (o1 b= TSRO 12
THE ECONOMIC POTENTIAL OF THE CULTURAL AND CREATIVE SECTOR: loana-
Maria RaluCa BArSAN .........ccuuniiiii et e e e a e e e eaaas 16
STATISTICAL ANALYSIS OF THE ROMANIAN LABOUR MARKET AT REGIONAL
LEVEL BETWEEN 2008 - 2017: Annamaria Bart ............ccoooovveiiiiiiiiiiiee e, 20
THE IMPACT OF URBAN TOURISM ON LOCAL COMMUNITY: Alexandra Georgiana
27 To (oo - USSR 24
THE NATIONAL CULTURE IMPACT ON INNOVATION: Elena Otilia Cadar ........ 28
THE REMITTANCES OF ROMANIAN MIGRANTS: Monica Ciuciu ....................... 32
DIPLOMATIC SCHOOLS. A SHORT CHARACTERIZATION: Cosmina - loana Codrean
............................................................................................................................... 36
HUMAM AND FINANCIAL RESOURCES IN THE ROMANIAN EDUCATION SYSTEM:
CSaba CSINLAIAN ... e 40
PERSPECTIVES ON UNCERTAINTY IN THE ROMANIAN ECONOMY: Dalis Maria
)] =T | o1 o7 T S 44
ATTRACTING AND RETAINING TALENTS THROUGH CAREER MARKETING
STRATEGIES: Ecaterina Grajdieru (Coman), loana Madalina Ciongradi .............. 48
APPLE’'S MOBILE PAYMENTS ECOSYSTEM: Gheorghe Hurduzeu, Claudiu Chiriac,
YN g (o [=Y=T: W O 11 = (o TR 52
SMES AND START-UPS. IMPORTANCE AND SUPPORT POLICIES IN EUROPEAN
UNION AND ROMANIA: Anamaria Diana Herte................cccoooiiiiiiie 56

LATEST AMENDMENTS PROPOSED IN ROMANIA IN TERMS OF TAXATION OF
EMPLOYEES. WHAT ARE THE CONSEQUENCES?: Andrei lonut Husman, Petre

Brezeanu, Adelin-Claudiu lonita, Birol Ibadula...............cccoociiiiiieee 61
ASPECTS OF THE DEVELOPMENT OF THE ELECTRICITY INFRASTRUCTURE IN THE
SINGLE INTERNAL MARKET: Mihaela lonescu Sas ...........ccceevueeiiiieiieniniieennens 65
RESTRUCTURING OF LOANS — NECESSITY AND IMPLICATIONS IN ROMANIAN
BANKING ACTIVITY: lonela-Gabriela Matei.............ccoceoviiiiiiiiiiiiieec e 69
EUROPEAN FUNDS BETWEEN FRAUD AND MOTOR OF ECONOMIC DEVELOPMENT:
Codruta Mihaela Mester, Emil GUIaS.............cccoiiiiiiiii e 73
THE SOCIAL ECONOMY FROM A ROMANIAN AND UKRAINIAN PERSPECTIVE:
ANgela MICUIBICIUC ........oooiiiiiiii e 77
MEDICAL SERVICES - ECONOMIC IMPLICATIONS OF SURGICAL WOUND
INFECTIONS: Patricia Mihalache, Rares Birlutiu, llie Rotariu........................... 81
SUSTAINABLE BANKING AND CORPORATE SOCIAL RESPONSIBILITY IN CEE
MARKETS. THE CASE OF RAIFFEISEN GROUP: Radu Alin Morutan................. 85
SOCIAL SERVICES AS AN INTEGRATIVE PART OF THE SOCIAL ECONOMY: Lioara
MariaNa MUAUIE. ......coiiiiiiei e 89
CORPORATE SOCIAL RESPONSIBILITY: THEN AND NOW: Nancy Diana
PaNa. . e 93

THE SIGNIFICANCE OF THE PROFESSIONAL TRAINING IN ECONOMICS - THE
STUDENTS PERCEPTION: Lidia Alexandra Paun Nastase, Adelina Maria Cristea,
Florenta Larisa 1@ ..o 97
DEFINING ELEMENTS OF RURAL TOURISM: Oleg Petelca .........cccccccocuvenennee. 101



THE INTERNATIONAL CENTRE FOR SETTELMENT OF INVESTMENT DISPUTES -
ESTABLISHEMENT, ROLE AND IMPACT ON FOREIGN DIRECT INVESTMENT: Dana
Y (o= PR 106

DO EUROPEAN FUNDS CONSULTANCY MARKET EXTENSIONS DETERMINE
ROMANIAN ECONOMIC GROWTH OR VICE VERSA?: Felix Angel Popescu, Ciprian

Beniamin BENEQA .......cooueeiiii e 110
LEAN THINKING AND ITS CONTRIBUTIONS TO CORPORATE SUSTAINABILITY. A
THEORETICAL APPROACH: Paula-Carmen RosCa...........cccccooiiiiiiicccee 114
THE FESTIVALS — THE EXPLOITATION OF THE CREATIVE ECONOMY THROUGH
CULTURAL ACTIVITIES: Diana Sava .......cccovveuuiieeeeeeeeeeee et 118
SOCIAL RESPONSIBILITY OF ENTERPRISES. REVIEW OF ROMANIAN LITERATURE:
Tomina Gabriela SAVEANU.............uveeiei e 122
ASPECTS OF THE INFORMAL ECONOMY: Lavinia Stan ..............cccceeeeeeeeen. 126
THE DEVELOPMENT OF RECYCLING INDUSTRY IN CENTER REGION: Claudiu Stefani
............................................................................................................................... 130
SOME ASPECTS REGARDING SOURCES OF INNOVATION IN SMES: Daiana Maria
B 1] 2 134
PERSPECTIVES OF MANAGERIAL ACCOUNTING iIN DECISION MAKING PROCESS:
Petronela Vultur, Elena HIQCIUC.............uoiiiiiiiiieee e 138



SMES AND START-UPS. IMPORTANCE AND SUPPORT POLICIES IN EUROPEAN
UNION AND ROMANIA

Anamaria Diana Herte

Doctoral School of Economic Sciences, Faculty of Economic Sciences, University of
Oradea, Oradea, Romania

dianaherte89@gmail.com

Abstract: Small and medium-sized enterprises (SMEs) are considered as being the
engine of the European economy. They lead to job creation and economic growth,
guaranteeing social stability. Nine out of ten enterprises are SMEs, which generate two out
of three new jobs. SMEs also stimulate entrepreneurship and innovation, and are therefore
very important for boosting competitiveness and employment. Given their importance to
Europe's economy, SMEs are a major objective of the European Union's policy. The
European Commission has as its major aim to promote entrepreneurship and improve the
business environment for SMEs by enabling them to fully realize their potential in today's
globalized economy by giving them the opportunity to access funds through various
programs. This paper contains some definitions and interpretations of SMEs and start-ups
and aims to outline their importance in the contemporary economy as well as their support
policies.
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1.Introduction

Small and medium-sized enterprises do not have a standard definition at international
level(OECD, 2017). Each of the enterprises engaged in an economic activity, irrespective
of its legal form, is considered an enterprise itself. SMEs are defined differently in the
legislation of different countries, especially because the "small" and "average" size of a
firm is relative to the size of the national economy.

2. SMEs and Start-ups. Concepts and significance

2.1. Small and Medium Enterprises in Contemporary Economies

The Organization for Economic Cooperation and Development (OECD) defines SMEs as
employing up to 249 people, with the following breakdown: micro (1 to 9), small (10 to 49)
and medium (50-249). This ensures the best comparability given the different data
collection practices in different countries.

A first definition of SMEs at EU level was introduced in 1996. In 2003, it was revised to
reflect general economic developments and address the specific barriers faced by SMEs.
A number of ample discussions took place between the Commission, Member States,
employers' organizations and experts, and they provided information and support for the
review by adopting the current version of the SME definition: "Micro, Small and Medium
Enterprises) consists of undertakings employing fewer than 250 persons and having an
annual net turnover of up to EUR 50 million and / or holding total assets of up to EUR 43
million "(European Commission, 2003).

Within the SME category, a small enterprise is defined as an enterprise employing fewer
than 50 people and whose annual turnover and / or annual balance sheet does not exceed
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EUR 10 million and a micro-enterprise is defined as an enterprise employing less than 10
persons and whose annual turnover and / or balance sheet does not exceed EUR 2 million
(European Commission, 2015)

In Romania, Law no. 346 of 14 July 2004 on the stimulation of the establishment and
development of up-to-date small and medium-sized enterprises defines the category of
Micro, Small and Medium Sized Enterprises (SMEs) as comprising enterprises employing
fewer than 250 persons and having an annual net turnover to € 50 million and / or hold
total assets up to € 43 million (Monitorul Oficial, 2004).

Depending on their relationship with other enterprises, based on their capital or voting
rights or the right to exercise a dominant influence, there may be 3 types of enterprises
(European Commission, 2015):

Autonomous or independent enterprises: they do not have any share capital or voting right
in any other undertaking and no other undertaking holds any share capital or voting rights
therein. This quality is also preserved even if the enterprise owns less than 25% of the
share capital or the voting right in one or more undertakings and / or if another enterprise
does not hold more than 25% of the share capital or the right of the first enterprise. By way
of exception, an enterprise may be classified as autonomous and thus, having no partner
enterprise even if the 25% ceiling is reached or exceeded by the following investors,
provided that they are not linked: public investment corporations, risk, natural persons or
groups of individuals who regularly carry out a venture capital investment activity and
which invest equity in unquoted business (business angels), provided that the total
investment of provident investors concerned in the same undertaking does not exceed
EUR 1,250,000; universities and non-profit research centers; institutional investors,
including regional development funds; autonomous local authorities with an annual budget
of less than 10 million and less than 5,000 inhabitants.

Partner enterprises: if the participations in other enterprises reach at least 25%, but do not
exceed 50%, the relationship is considered to be between partner enterprises;

Related or affiliated undertakings: if the participations in other enterprises exceed the
threshold of 50%, they are considered affiliated enterprises. Affiliated undertakings are
those that form a group by directly or indirectly controlling the majority of the voting rights
of an enterprise through another or by being able to exercise a dominant influence over an
undertaking.

2.2. Start-ups, concepts and interpretations
Start-ups can be defined as newly established, innovative companies with a service life of
up to 2 years and a maximum of 10 employees.
The European Start-up Monitor defines start-ups by three criteria (ESM, 2015):

e are established for less than 10 years;

e bring innovative technologies and / or new business models;

e engage a significant number of people and / or have rising sales.
Some authors consider that it is not enough for a business to be just set up to be called
start-up (Papageorgiadis, 2015). The remarked difference is that start-ups mean
innovation, so a new business that does not bring innovation cannot be called start-up.
Start-ups cannot be copied easily, they have the potential for rapid growth, they track the
value of shares on the capital market and not necessarily profit and they are financed
differently from other enterprises.
In organizational terms, start-ups are approaching traditional SMEs, as their structures are
very low and informal relations are very developed (Badulescu, 2013).
Some authors (Forbes, 2013) are of the opinion that a company can be considered a start-
up in the first 5 years since its establishment. Others claim that a start-up is a company
that seeks to solve an existing problem by designing creative solutions. There are opinions
that say that start-ups must have immediate impact and spectacular growth.
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3. The Importance of Small and Medium Sized Enterprises

Micro-enterprises and small and medium-sized enterprises (SMEs) account for 99% of EU
businesses. They provide two thirds of private sector jobs and contribute more than half of
the total added value created by EU businesses. Nine out of ten SMEs are in fact micro-
enterprises with fewer than 10 employees (European Commission, 2015). Various action
programs have been adopted to support SMEs, including the Small Business Act, which
brings together all these programs and aims at creating a comprehensive strategic
framework. The Horizon 2020 and COSME programs were also adopted in order to
increase SMEs' competitiveness through research and innovation and to facilitate their
access to finance (European Parliament, 2017).

SMEs have an important role in the economy. Start-ups, generally small businesses or
micro-enterprises, are the primary source of job creation in many countries. Moreover,
business dynamics is an important factor for productivity growth (OECD, 2016). In any
case, most new businesses either do not succeed in the first years of activity or remain
very small (OECD, 2016), and the role of education and entreprenurial culture is obvious
(Badulesct et al, 2014).

SMEs have an important role in the contemporary economy, being a continuous source of
innovation and job creation. However, they are confronted with market imperfections, often
facing difficulties in obtaining capital or loans, especially in the start-up phase.

There are currently about 21 million SMEs with about 88 million employees, a key source
of entrepreneurship and innovation, vital to the competitiveness of EU businesses. EU
SME policy aims to ensure that Union policies and actions take account of the needs of
small businesses and contribute to making Europe a more attractive place for business
creation and economic activity (European Parliament, 2017).

4. Support policies at EU and Romanian level

At EU level, the Commission's largest and most comprehensive initiative on SMEs has so
far been presented in June 2008 in the form of a Small Business Act (SBA)
communication. The SBA aims at creating a new strategic framework that integrates
existing instruments and builds on the European Charter for Small Enterprises and on a
"Modern SME policy for growth and employment". The document contains 10 principles
and advocates rather "a political partnership approach with the Member States" rather than
a fully-fledged Community approach. The SBA aims to improve the overall approach to
entrepreneurship in the EU by applying the "thinking small first" principle, taking in
consideration the characteristics of SMEs when drafting legislation and simplifying the
existing regulatory framework(European Parliament, 2017).

The Small Business Act (SBA) is a general framework for EU policy on small and medium-
sized enterprises (SMEs). Its aim is to improve the entrepreneurship approach in Europe,
to simplify the regulatory environment and policies for SMEs and to remove the remaining
barriers to their development(European Commission, 2011)

One of the priorities of the European Regional Development Fund (ERDF) 2014-2020 is to
support entrepreneurship and SMEs by providing start-ups, guarantees and initial capital
through financial instruments and offering support for the business plan.

Referring specifically to supporting start-ups and start-ups in Romania, we can mention
several dedicated programs. Thus, the National Rural Development Program under sub-
measure 6.2 - Support for the establishment of non-agricultural activities in rural areas,
encourages the establishment and development of micro-enterprises and small enterprises
in the non-agricultural sector in rural areas, with a view to sustainable economic
development, work and reducing poverty in rural areas (Badulescu et al, 2015).

Also at the national level is the "Start Up Nation" program implemented by the Ministry of
Business, Commerce and Entrepreneurship (MMACA) through the Territorial Offices for
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Small and Medium Enterprises and Cooperatives (OTIMMC), in accordance with the
provisions of the Emergency Ordinance no. 10/2017 to stimulate the establishment of new
small and medium enterprises approved by Law no. 112/2017, the provisions of Law no.
346/2004 on the stimulation of the establishment and development of small and medium-
sized enterprises, with subsequent amendments and completions, as well as of the
Government Decision no. 23/2017 on the establishment, organization and functioning of
the Ministry of Business, Commerce and Entrepreneurship (Ministerul pentru Mediul de
Afaceri, Comert si Antreprenoriat, 2017).

5. Conclusions

In the present paper | intended to present some concepts of the SMEs and of the start-ups,
trying to emphasize their importance in the economy. | also reviewed the main national
programs that support start-ups, due to the importance of innovation and the creation of
new jobs for the economy. Understanding the role of SMEs and start-ups is of great and
major importance for ensuring the dynamism and prosperity of the European Union's
economies. Deepening this role and the links between setting up new businesses and their
future performance, it will certainly be the subject of our future research.
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