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The paper looks at how smEs from Romania evolved in the period
2004-2011. The main objective of the paper is to compare sMES’
situation before the start of the economic crisis and during the
period of the crisis. The examination is done from a dynamic per-
spective and the analysis comprises two aspects: a) the evolution
of a number of economic indicators related to Romanian sMEs’

in the studied period and b) the opinions and the perceptions of
sMES about the impact of the economic crisis on their activity. The
paper advances proposals of possible strategies to help sMEs bet-
ter cope with the on-going economic crisis.
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The paper starts from the important contribution that smes have
in any economy they operate in, in terms of employment, added
value contribution to job creation, competition, and support of the
entrepreneurial spirit. The recent global economic crisis affected
sMEs all over the world including those in Romania. The paper stud-
ies the Romanian sMEs and their economic evolution in the pre-
economic crisis timeframe and during the economic crisis, in order
to identify how they were affected.

To fulfil this objective, the paper looks at evolutions in the Roma-
nian economy in the last years, makes a short presentation of Roma-
nian sMEs’ statistics and of other studies in the field; it also conducts
an analysis of sMES economic evolution and makes an analysis of
their crisis related opinions. In its final section the paper discusses
the implications of the economic crisis over sMEs and makes a num-
ber of proposals for developing sMEs supporting strategies.

Romanian Economy in the Period 2004-2011:
Some Statistics

The most important event that affected the Romanian economy dur-
ing this period was the global economic crisis. The global financial
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crisis that emerged in 2007 has determined the collapse of large fi-
nancial institutions, the close down or the restructuration of com-
panies and the loss of thousands of jobs in the affected economies.
In this unstable international context, Romania was inevitably hit
by the global economic and financial crisis. The recession experi-
enced by the major trading partners of Romania (e.g. in 2009, Ger-
many, Italy and France, see NSSE 2012) led to further propagation of
the crisis. Even though the global economic crisis was launched in
2007, the first signs of the economic and financial crisis were felt
in Romania at the beginning of 2009 when the national economy
contracted by 6.6% and continued to contract in 2010 by 1.6% (Inter-
national Monetary Fund 2006; 2012). This demonstrates a time gap
between the start of the crisis affecting immediately the more ma-
ture Western European markets and its diffusion on the Romanian
market.

Immediate measures started to be taken in 2009 envisaging to re-
store the growth of the Romanian economy Most of them aimed
to reduce the public deficit (by reducing public spending and by
increasing public revenues). For instance, the agreement Romania
signed with the iMF in 2009 aimed, among others, to reduce pub-
lic sector salary expenses by 20%. This objective was implemented
through cuts in the public sector employees’ salaries by 25% start-
ing with June 2010, a measure that aimed to reduce the number of
public sector employees on short term. Other important measures
taken by the Romanian government in order to reduce the public
spending were: the pension fund reduction by 15%, and the reduc-
tion by 15% of unemployment fund. In addition, increased fiscal bur-
dens with the aim to collect revenues to the state budget were levied.
Measures included the introduction of progressive taxation of prof-
its with a minimum tax of approx. 350 Euro to be paid by firms since
2009, and the increase of the vAT rate by 5% (from 19% to 24%) as
of July 2010. The progressive taxation impacted on sMmEs, due to the
minimum amount to be paid as profit tax irrespective of the level
of profit. This resulted in the close down of many sMmEs, already af-
fected by the contraction of the economic activity.

During the analysed period, the evolution of the inflation rate
moved from deflation in the period 2002-2007 to inflation after 2008.
In 2010 the increase of the inflation rate can be explained by the
increase of the vAT rate, the prices of food products and the inter-
national prices of fuels. The decrease of the inflation from 7.8% in
2008 (International Monetary Fund 2006; 2012) to 5.8% in 2011 was
due to two major factors, according to the Romanian National Bank
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(Banca Nationald a Romaniei 2011): firstly, the depletion of the vaT
increasing effect, and secondly, the deflation of the prices for food
products due to a rich agricultural year. Year 2011 was the first year
in which Romania recorded economic growth since the debut of the
crisis in 2007. The gpP growth rate of 2.5% was 1.5% points above the
EU average (see http://www.eurostat.org). Moreover, second wave
of the current global crisis is expected, crisis which is considered
to be the most severe in Europe since the end of the 2nd World
War and the most severe in us since the Great Depression from the
1930S.

Romanian sMmEs in Turbulent Times:
Facts and Other Studies

The importance of sMEs as drivers of economic growth and of eco-
nomic policy development in national economies has been widely
acknowledged after extensive investigations conducted by various
researchers (Radosevic 1990; Henderson 2002; Fisher and Reuber
2003; The World Bank 2012). sMEs are key drivers of competition,
growth and job creation, particularly in developing economies (The
World Bank 2012). Henderson (2002) underlined that entrepreneurs
increase local incomes and wealth, create new jobs, and connect
the community to the larger, global economy. In Romania, small
and medium-size enterprises accounted for 99.6 percent of the total
number of 491,956 active enterprises in 2010 in Romania (CNIPMMR
2011). The importance of sMEs sector in Romania is also demon-
strated by the relatively high number of people employed in this
type of enterprises. The employment in smEs has known increasing
trends from 58.2% in 2008 up to 66.3% in 2009 (National Institute of
Statistics 2008; 2012), followed by a decrease in 2010 down to 65.9%.
The relative stagnation of the personnel employed in smMEs during
the years of economic crisis at around the level of 65% of total em-
ployment, illustrates a certain stability of the sector as an employer
also during the years of economic crisis, as opposed to other sectors
that decreased their contribution to employment due to legislation
(public sector) or immediate reaction to decrease in the market de-
mand (large and multinational companies).

At present, the economic and financial crises have reduced the ap-
petite for entrepreneurship in affected economies from all over the
world. The themes related to Romanian sMEs, their evolution, and
their problems in the Romanian context in general and the impli-
cations of the current crisis in particular, have been of interest to
researchers. Recent papers looked at how sMEs evolved during the

NUMBER 1 - SPRING 2013



Luminita Nicolescu, Irina Alina Popescu, and Ciprian Nicolescu

EU and after the U integration (Hunya 2011; Roman and Igndtescu
2011). Roman and Igndtescu (2011, 140) concluded through their
research that Romania’s Eu accession had positive effects for the
SMES sector, among which they mentioned: easier access to markets,
routes to cheaper suppliers, better access to structural funds, the de-
velopment of the legal and institutional framework for sMmEs, better
access to new information and communication technologies. In the
period of economic crisis that followed immediately after Romania’s
accession to the v, the recession from the Western Eu economies,
the main trading partners of Romanian enterprises, affected smEs
exports. Accordingly, the contribution of smEs exports to the total
exports of Romanian enterprises gradually decreased, registering:
30.6% in 2007, 29.2 % in 2009, and 27.9% in 2010 (National Institute
of Statistics 2008; 2012).

Researches on how Romanian sMEs cope in the period of eco-
nomic crisis identified a number of general difficulties encountered
by Romanian sMmEs during their operations (such as high taxation,
excessive bureaucracy) and specific difficulties related to the present
economic crisis, such as: decrease in the revenue, decrease in the de-
mand, lower opportunities to enter new markets, smaller opportuni-
ties for financing and consequently for further development (Visi-
nescu and Micuda 2011; Roman and Igndtescu 2011). Access to fi-
nance was considered among the main problems of European sMEs
during the economic crisis. Companies from Greece, Spain, Latvia
and Romania identified access to finance as the most pressing prob-
lem.

During the economic and financial crisis, the level of the economic
activity decreased in Romania. smEs adapted their business volume
to the unfavourable market conditions, both from Romania and from
abroad. This resulted in the decrease of the sMEs contribution to the
total turnover in Romania, showing that, compared to large enter-
prises, these were affected to a higher extent by the crisis. If in 2004,
the smEs contribution to the total turnover in Romania was 57.5%,
this increased up to 61% in 2008, and then started to decrease reach-
ing 59.4% in 2010 (National Institute of Statistics 2008; 2012).

In their study on Romanian smEgs during the crisis period Visi-
nescu and Micuda (2011) attempted to evaluate the effectiveness
of the government policies in the present situation. They concluded
that the Romanian government tried to take a number of measures
envisaged to support sMEs since the crisis began in 2007 (see Visi-
nescu and Micuda 2011), but despite this, forecasts predict further
SMES economic deterioration in the following years.
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Methodology of the Study

The present study has as main objective to look at the evolution of
SMES in dynamics from the point of view of their economic activity
and to present the evolution of sMES’ opinions on the economic cri-
sis. The paper envisages comparing sMEs situation before the start
of the economic crisis (period 2004-2007) and during the period of
the crisis (2007-2011), so as to identify the consequences of recent
economic developments on Romanian smEgs. The main bibliographi-
cal source used is the White Charter of smEs from Romania with its
yearly editions for the period 2002—2011. The analysis is based on a)
a number of economic indicators and b) on the results of the yearly
surveys published in every annual edition of the above-mentioned
document. The economic indicators, whose evolution is presented in
the fourth section of the paper are included in the White Charter of
the Romanian sMEs and are based on the collection of the annual
balance sheets of sMEs, registered on a yearly basis at the Ministry
of Finance. They include all Romanian sMEs that registered balance
sheets at the end of the studied years.

The fifth section of the paper analyzing the evolution of the sMEs
opinions about the economic crisis is based on a dynamic interpre-
tation of the results of an yearly survey conducted with sMmEs by the
National Council of the Romanian Private Small and Medium Sized
Enterprises — cNiMmMPR and published in the White Charter of smEs
from Romania. The annual surveys used the same data collection
methodology: a questionnaire, comprising a set of similar questions,
was sent every year via mail to a number of Romanian smes. The
sMES samples were considered to have representativeness at na-
tional level from geographical, company size and field of activity
points of view. In this way comparability over time was ensured. Ta-
ble 1 (page 10) presents the structure of the smes comprised in the
samples for the 2004—2011.

To look at the evolution of sMEs in dynamics we have studied a
number of indicators dating back as far as: before the economic crisis
(2004—2007) and during the economic crisis (2007-2011), according
to availability of data. Year 2007 is seen as the recognized year for
the debut of the global economic crisis (Harper 2011).

Romanian sMEs in 2004-2009: An Overview
of Economic Indicators

This section looks at a number of economic indicators collected on
the basis of the methodology presented and related to the evolution
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of sMEs over time, considering or departing from the earliest data
available (2009).

The role of sMEs as sector that represents a major player in the
economy is additionally confirmed in the Romanian case, where
sMEs account for 9g9% of the total number of companies in the coun-
try over the whole period. The sector developed at large pace from
2002 to 2008, when the number of existing sMEs was with 59% larger
than in 2002 (cNIPMMR 2004). However, in 2009 when the economic
crisis was in full manifestation, the total number of sMEs decreased
by 8% compared to the previous year. Even though there is a time
lag of 2 years from the moment of the crisis’ recognized debut in
2007 and the start in the decrease in the number of sMEs (2009), the
sector was definitively affected by the world level economic crisis.

Microenterprises were the most influenced among the sMEs cate-
gories and their number decreased most in 2009 compared to 2008,
as companies with up to 10 employees are usually highly vulnerable
in worsening economic conditions.

Our analysis of the evolution of sMEs is organized around their size
and turnover structure. This classification is in accordance with Ro-
manian Law 346/2004 and its subsequent completions, which in its
own turn complies with the European Commission Recommenda-
tion 2003/361/Ec (Commission of the European Communities, 2003).
It can be noticed that in all sMEs categories, most of the companies
obtained over the whole period turnovers under 2 million Euros/year
(98% of the total number of smEs). However, it is observed that dur-
ing the economic boom period (2004—-2007), in all turnover categories
of over 2 million Euros, the number of sMEs increased until 2008,
when it registered a sharp switch down in all turnover categories.

In spite of its concordance with eu standards this classification of
SMES on turnover, does not have a major relevance, due to the con-
centration of g8% of the Romanian sMEs in the under 2 million Euros
category. Therefore, a new regrouping in more adequate categories
for Romania (under 5000 Euro, 5000-50,000 Euro, over 50.000 Euro)
was set up. This new regrouping reveals a more equilibrated (or bal-
anced) distribution of smMEs in categories. The proportion of sMES
that obtained a low turnover (under 5000 Euro) decreased from al-
most half of total in 2003 to around one third in 2009. Consequently,
the percentages of smEs that obtained higher turnovers increased
in 2003-2009 from 32% to 35% for the 5000-50,000 Euro category
and from 20% to 28% for the over 50.000 Euro category. This evo-
lution illustrates a trend of growth of the annual turnover of Roma-
nian sMEs, even though they did not reach the levels of other Eu-
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ropean sMEs. Romanian sMEs became stronger and obtained higher
turnovers, when the economy was doing well. The figures illustrate
once again the lag (or gap) between the start of the global economic
crisis and its manifestation, as only in 2009 a larger percentage of
SMES started to obtain lower turnovers.

The analysis of the average sME turnover on their main fields of
activity illustrates that in the period of economic growth, compa-
nies in all fields have experienced an increase of the average field
turnover, while after 2008 in all fields except the food industry, the
average turnover started to decrease. See table 3 on page 11. The do-
mains with the highest average company turnover were the whole-
saling of general goods and of autos followed by the food and bev-
erages industry. The increase in the standard of living in Romania
in the period 2000-2008 was reflected also in higher turnovers for
the food and beverages industries that kept growing even after the
economic crisis began. But different industries had different speeds
in reacting to the economic crisis. For instance, the construction
of buildings” sector in the first two years after the economic crisis
started, still had increasing trends in the evolution of the turnover.
An explanation may be found in the continuation of the already
started construction works that were very numerous at the time, as
the economy was in a construction boom. On the contrary, in the
auto industry the market reaction after the start of the economic cri-
sis was very rapid and in 2009, compared to 2008, the decrease of the
average turnover/sME was of 38 percent. Explanations for this high
level of decrease in just one year can be: a lower number of cars
acquisitions due to lower incomes, the decrease in credit and leas-
ing opportunities and a higher caution spirit and attitude of people
when buying expensive goods.

The study of the economic results in terms of profit or loss, illus-
trates that the proportion of smEes, which declared obtaining profits
at the end of the year, decreased by 10% from 2003 to 2009. See table
4. At the same time the proportion of sMmEs that incurred losses con-
stantly increased from 2003 until 2009, when 50% of the sMES expe-
rienced losses. Starting with 2007, the increases in the proportions
of smEs that obtained losses were sharper, as a result of the dete-
riorating economic conditions. This situation comes to confirm the
idea also found by Roman and Igndtescu (2011, 143) that in times of
economic turbulence, sMEs are more vulnerable than other types of
companies.

To appreciate in a synthetic way the efficiency of the activity of
the company, the commercial profitability rate (calculated as the ra-
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TABLE 4 The evolution of smEs according to the nature of the economic result

Item 2003 2004 2005 2006 2007 2008 2009
Profit 51.54% 51.79% 53.54% 53.17% 50.98% 46.40% 42.09%
Loss 31.63% 32.94% 34.74% 36.23% 38.62% 43.09% 49.88%
Null 16.83% 15.27% 11.73% 10.60% 10.41% 10.51% 8.03%

NOTES Adapted from CNIPMMR (2004; 2005; 2006; 2007; 2008; 2009; 2010; 2011).

tio between profit and the turnover) has been looked at. Once again,
a constant increase of the sMEs’ commercial profitability rate took
place from the beginning of 2000’s until 2006, when the profitability
rate increased from 5.6% to 8.23%, indicating increasing profits out of
the turnover. However, starting with 2007 the commercial profitabil-
ity rate began to decrease, at 7.25% in 2007 and 6.14% in 2008 (CNIP-
MMR 2011). Profitability is an indicator whose evolution has known
an immediate reaction to the economic crisis, as early as 2007 a de-
crease was registered, illustrating the higher sensitivity of this indi-
cator to the evolution of the economy:.

One general conclusion after the study of the dynamics of some
economic characteristics of the Romanian sMmEes is that after the year
2000, there was a positive ascending trend in all aspects of the eco-
nomic life of smEs (the actual number of sMEs, turnover, profit) due
to a good economic climate. Starting with 2007, all economic aspects
studied reflected a decline in the activities of sMEs as a direct con-
sequence of the economic crisis, but the decline manifested imme-
diately for some aspects (profit) and industries (auto) and with a 2—3
years time delay for some other aspects (turnover) and industries
(building).

Romanian smEes and the Economic Crisis:
Opinions and Perceptions

In the cNIPMMR’ surveys organized since 2009, new questions have
been introduced and sMmEs have been asked about their perceptions
of the impact that economic crisis has on their activities. This im-
pact has been looked at from two perspectives: a) the dynamics of
the sMEs activity (self-declared) from one year to another and b)
the psychological impact the crisis had on smEs. According to what
sMEs stated, the largest reduction in sMEs activity was encountered
in 2008 and the decrease continued in the following years, but at
lower levels. See table 5. The proportion of smEs that went bankrupt
increased in the studied years illustrating the negative influences of
the crisis. However, there was still a small but growing proportion
of smEs that declared increased activity during the period. The pre-
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TABLE 5 Perceived impact of the economic crisis for sMEs (% of SMES)

Item 2008/2009 2009/2010 2010/2011

The dynamics of SMES activity

sMEs that have reduced their activity 57.58% 43.95% 39.22%
sMEs that bankrupted 14.08% 27.91% 24.02%
sMESs that have the same activity 23.39% 20.82% 27.25%
sMEs that have increased their activity 4.23% 7.32% 9.51%

The psychological impact of the crisis

Very large - 13.95% 14.16%
Large 24.22% 18.10% 16.51%
Medium/large enough 42.92% 41.77% 42.21%
Low 27.26% 20.85% 22.75%
No impact 5.60% 5.33% 4.36%

NOTES Adapted from cNIPMMR (2009; 2010; 2011).

sented trends based on the declarations of smEs are consistent with
the statistical data available on the dynamics of sMEs.

The vast majority of sMmEs (over 9o%) declared that they felt a psy-
chological impact of the crisis on their activity. Only 4—5% of the sMEs
declared that there was no psychological impact on their activity and
this percentage overlaps to a certain extent on the percentage of
sMEs that declared they have increased their activity in the last years.
A very high psychological impact of the crisis was felt by around 14%
of the sMmEs, while the majority of sMES (40%) perceived a medium
level in terms of psychological impact.

Findings, Conclusions and Recommendations

Based on the analysis done, we appreciate that the main findings
related to the implications of the global economic crisis on the Ro-
manian SMES are:

1. A deterioration in quantitative terms of the economic activity of
sMEs. This manifested through: (a) a decrease in the sMES num-
bers: 8% in the first year of the crisis and a continuing down-
turn evolution; (b) a decrease in the percentage of smEs that ob-
tained profit in the last years and an increase in the number of
sMEs that incurred losses, accordingly; (c) a decrease in the level
of profit earned by sMEs obtaining profit and (d) a decrease in
profitability rates.

2. sSMEs declared that the economic crisis had an impact on their
activity: both in terms of influence on the economic activity and
in terms of psychological impact. The sMmEs declared decreases
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in their economic activities and these declarations were con-
sistent with the evolution of the available economic indicators.
Also, most of the smEs appreciated a remarkable psychologi-
cal influence of the economic crisis on their activity, and only
around 25% declared that there was either none or little crisis
related psychological impact.

3. There have been observed differences in experiencing the con-
sequences of the economic crisis in terms of timing, as some
aspects reacted faster (profit) than others (turnover) to the cri-
sis and some economic fields also have been influenced more
rapidly (auto) than others (trade) by the economic crisis. It can
be stated that there is time lag between the beginning of the cri-
sis, in 2007 and its economic consequences on sMEs measured
by different indicators.

SMES are more vulnerable than other types of companies during
times of economic turbulence and even though it is difficult to make
recommendations to fit all situations, we will try to indicate a few
possible directions of actions that might help sMEs to better cope
with the current economic crisis situation and also to recover after
the crisis. Among these:

1. Revise the product policy by possibly choosing one of the follow-
ing strategies: (a) focus on the products that have higher demand
in the crisis period, products offered at lower prices; (b) focus on
eco-innovations as types of future generations of products.

2. Accessing at higher levels European funds designated to sMEs
and different domains of activity, so as to better integrate inno-
vative products/technologies in their activity.

3. Increase the level of participation in business networks in or-
der to strengthen the chances to create new partnerships and
alliances between sMmEs and other types of companies, so that as
group of companies these might better cope with the existing
economic situation.

4. The survival of sMEs in times of economic crisis may depend on
the way human resources are used. sMEs could or might try to
adopt flexible approaches to labour relations, in terms of income
determination and different material and moral incentives, so as
to motivate employees and adjust to the economic constraints
of the present period. Another strategy that sMEs can use is to
attract qualified and experienced employees who are laid off by
large companies in the crisis period, by taking advantage of the
situation (Nicolescu, Nicolescu, and Nicolae 2012).
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Besides these actions and strategies that can be applied at SME
level, measures can be taken at national and governmental level so
as to improve the environment in which smEs operate and to sup-
port at least the survival of the sector and if possible its recovery
and growth in the context of the present difficult economic situation.
In this direction the National Council of Private Small and Medium
Sized Enterprises from Romania, as the most active organization that
supports the sMES’ interests in Romania, issued in April 2012 a num-
ber of proposals for the period 2012-2016 (CNIPMMR 2012). Among
those two have immediate importance: a) support the full imple-
mentation of the Small Business Act (sBA) adopted by the European
Union in 2008, starting with the first principle: ‘first regulations for
sMES’” and b) simplify, de-bureaucratize and increase efficiency of the
fiscal system in Romania by reducing the yearly number of payments
that smEs have to pay in Romania (113 payments in 2012), eliminat-
ing the tax on re-invested profit, reduce fiscal taxes on labour.

To conclude, the sMES sector from Romania was affected by the
global economic crisis and in these circumstances the sector can be
developed and supported through measures and actions to be taken
at multiple levels: national, sector level, as well as the organisational
one.

The limitation of the present study resides in the fact that the anal-
ysis was based on existing data collected on a fixed pattern with
restrained information adapted to specific evolutions of the recent
economic events. Further research can focus on subsequent surveys
with smEs that can detail on influencing factors and the causes of
the different developments within the sME sector, as well as on their
opinions on possible future measures that could assist them in their
coping with the existing economic situation.
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