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Abstract

Small and medium enterprises contribute greatly athieving the
fundamental objectives of any national economyyThay an important role
in the economy for reasons such as: foster innowadind flexibility; they can
be integrated relatively easily into a regional usdrial network, which
contributes to the economic development in theoregieducing unemployment
and raising the living standards because it prosigebs, stimulate competition,
helps the functioning of large companies that pdevdifferent services or
producing different parts.

In this article | made a comparison of small anddinen enterprise
sector in Hungary and Romania.
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I ntroduction

The study that | conducted wishes to highlight thal situation of the

enterprises in Romania and Hungary as well as ¢énetpation of the information
technology in SMEs.

Peter Drucker said: “The small business represietsnain catalyst of the

economic growth” so that the importance of this kvderives from the important
role of the SMEs in the life of the society.

For this purpose, | defined the business, | hawsvehwhich is the procedure

for establishing a business in Hungary compardfdmania and | presented some
aspects concerning the use of information and comeations technology in the
SME sector.

This article is based on the most recent studiethénarea, aiming topic,

supplemented by my own research, through consutieglocuments published on
the websites of the national and internationalitinsbns, in the Report of SMES’
Activities, 2010 and on the Doing Business Re2if,1.
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Literaturereview

In the literature, the importance of SMEs sectos baen referred to by
economists such as: Peter J. Buckley (1989), Schame (2009) and authors like
Fisher, Craig and Bentley (2007), Levy and Pow&di05), Stockdale and Standing
(2006) showed the importance of the web busineasegly for the small business
owners.

In the UK and U.S.A. the government policy congilte recognizes the
importance of access of SMEs to innovation andrmégion and communication
technologies (ICT) to help them develop (Wright;Hidg and Oktemgil 2006).

Theor etical background

The definition that reflects the fundamental feasuof an enterprise is
defined by Robert Hisrich (2006) as follows: “Theterprise is the process of
creating something new, valuable. In this prochssentrepreneur assures the time
and the effort required, assuming the financiaychslogical and social risks. And
of course, because at the end of this process @ns the recognition that would
provide material and personal satisfaction”.

Ovidiu Nicolescu and Alexandru Isaic-Maniu in tthite Paper of SMEs in
Romania(2003) highlight the role and the importance of EBMn the economy,
considering that they derive from the next facts:

— generate most of the products and services withwnch the country’s
population would not survive today;

— is the main creator of the economic substancinefvalue added in any
country, without which the contemporary societyraarexist;

— provide jobs for most of the population;

— its performance makes the condition and perfoomasf each country’s
economy and the standard of living of its populatio

Statistics of almost all countries show that SMBscdutely dominated the
economy, representing over 99% of all firms andidgthe substantial share in
obtaining the GDP and providing jobs.

The new Internet technologies contribute directlythe expansion of the
electronic commerce, of the new business modess;iriformation is the major
source in the “new economy”. The electronic commered the new technologies,
in general, can generate significant cost savimgiscan facilitate the access to the
domestic and foreign markets.

One of the major advantages of the electronic cormenprocess is the fact
that it can be run anytime and anywhere, steppwgy ¢the boundaries of the
location of the user data and the moment when adimduthe business. (Pocatilu,
Boja, 2009)

1. Overview of the SMEs’ sector in Hungary and Romania

During the week we are constantly in contact with smaller businesses
(e.g. bakeries) or the larger ones (e.g. utilitempanies) because they purchase
the various products, services or we offer themises or we are their employees.

82



For society, the enterprises are crucial. The taggeup of my study in Hungary
are the microenterprises.

The importance and the significance of this themaélustrated by the fact
that out of 533,240 enterprises in Hungary, in 2089total of 503,171 is
represented by the microenterprises, those progumn added value of 9 billion
euro of the total added value of 49 billion. Alswe microenterprises contribute to
employment at a rate of 35.4% compared with theopesn Union, where the
average of employment in the microenterprises i8%9

In Romania, in 2009, of a total of 440,063 smalll anedium enterprises,
389,389 are microenterprises. Microenterprises ltangributed to employment at
a rate of 21.2% compared with the European Unidrere/the average was 29.7%.
Microenterprises also produced an added value oi%2compared with the
European Union, where the percentage was 21%.

The private household sector in Hungary is baseSME&s.

The vast majority of SMEs have appeared duringrédggme change. Most
have become entrepreneurs “of need” after they hastetheir jobs, which means
that previously lacked experience in business aadagement, which later became
the source of the problem for SMEs.

Likewise, during the change of the regime, moreragnterprises had less
than 10 employees. In Hungary, the vast majoritg@hpanies are composed of
this kind of enterprise and the SMEs may have Bt effect on the country’s
competitive ability and development of the economy.

Microenterprises and SMEs constitute 99.9% of @atictioning enterprises.
These enterprises under the data of the Centriatist Office (Kbzponti Statisztikai
Hivatal — KSH) in November 2010 provided employmdat an average of
773,900 employees in the private sector, compai#dtive same period of 2009,
when the average number of employees was 747.900.

The average net monthly earnings of the employe#sei private sector were
133,191 HUF. Although the unemployment rate reachedlue of 10% during
January-December 2009, and a value of 11.3% in idbee 2010, SMEs have an
important role in employment and development ofébenomy.

In December 2010, in Romania, the average net rhosdtary was 1,496 lei
in the private sector which was reduced with 72ideMarch, 2011, at a value
of 1,424 lei.

Regarding the employment situation, according t Report of the SMES’
activity, in 2010, there was a loss of 333,273 jobs

Reductions in the staff numbers were recorded botthe total SME sector
and in each size category. The strongest negayinaniic was in the category of
the medium-sized enterprise (-13.5%), followed imals (-12.1%) and micro (-8.2%)
enterprises.

Reducing the number of employees was higher inntedium-sized enter-
prises, through more severe restructuring measotegluced in order to face the
financial and economic crisis. In the case of snaaltl microenterprises, the
number of the employees is much smaller, so thé athustments could not be
made without affecting the basic functions of amynpany, respectively, of its
functioning.
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I illustrated the employment structure on the seofactivities, in the chart
below:

& Agricuture, forestry and fishery
& [ndustry and energy
wi Constructions

m Wholesale and retail commerce

w Hotels and restaurants

Source:Monthly Statistical Bulletin no. 11/2010, www. ire1s0

Fig. 1.Distribution of the number of employees in the SMiEsording
to the sector of activity, in Romania — 2010 (themds people)

2. Procedures for setting up the business in Hungampared to Romania

According to the data derived from 2011 Doing BessReport, | presented
below the procedure for establishing a company botomania and Hungary, the
time and the cost involved to launch a commeraiahdustrial firm with up to 50
employees:

In Hungary, in order to set up a firm four stagesstbe followed:

1. The first step is contacting a lawyer to repnédle firm and prepare the
legal documents. The fee paid to the lawyer depemdthe services offered and
company size. This step varies between 1-2 dayscandcost from 100,000 to
260,000 HUF, depending on the complexity of thecpdures.

2. In the second step, one has to pays at least@Ote subscription in
advance (at least 250,000 HUF) into a designatezbust at the time of
subscription. Half of the cash contribution must fd when the company is
established and the rest is paid in accordandgetpriovisions of the memorandum,
but not later than one year after establishmeris Stage lasts one day and the cost
is zero (free).

3. At this stage, one applies for registration ree Court of Registration
(simplified electronic registration). After the abureceives the request for
registration, the company may issue a certificabe ¢ommence operation.
Companies can be established in two ways:

a) Simplified electronic filling, the stamp tax 5,000 HUF and no
publication fee. Time — one working day.

b) Standard electronic filling, the tax stamp ahe tee is 100,000 HUF and
the publication fee is 25,000 HUF. Duration — 1§sda

Along with filling the application form, an on-linegistration is filled at the
State Authority Tax (for VAT and income tax) ane tBtatistical Office.

The cost for this procedure is 20,000 HUF and lasesday.
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To set up a firm in Romania, according to 2011 QodBusiness Report, one
must follow six stages:

1. Obtain the certificate from the National TradegRter Office by filling
out a form to check out name availability and resethe name. The cost is 56
RON and duration for this procedure, one day.

2. Depositing the funds in the bank and obtain eudwent confirming the
existence of a deposit with sufficient funds. Huos tstage, the banking commission
varies from 0 to 0.5% of the capital and takes dee

3. Obtaining a tax clearance certificate for eniegpassociations and its
legal representatives of municipal departmenthefaublic finances. The cost for
the fiscal record is 20 RON and lasts one day.

4. Recording “one-stop shop” (Single Office) by thational Trade Register
Office, the Bucharest Court, obtain registrationth@ court, notification and
registration for the publication of the statistieald social insurance.

The cost is 120 lei (registration fee) + 30 RON dach mandatory element
of basic information about the company, such astalapgcompany, associates,
administrators, company’'s main activity object +01&®ON for each 2,000
characters as a tax for publication in the Offi€alzette + 30 RON for registration
in the National Trade Register Office (“Registrati@ertificate”) + commission for
the liquidation fund (20% of the fee charged by Mational Trade Register Office)
+ 10 RON (Fiscal Identification Code — CIF ) + mmnifund tax (5% of the fee
charged by the National Trade Register Office) +RIDN (fee required for the
National Trade Register Office to submit documdatgpublication in the Official
Gazette). Time for carrying out this procedure dags.

5. Registration for the VAT is free and lasts 3slay

6. Recording the contract of the employees at tleeritdrial Labour
Inspectorate (TLI) is also free and lasts one day.

Doing Business Report shows that Hungary rankshert8' position out of
183 economies and Romania ranks on tHe 56

In point of easiness of setting up a company, Hongaranked on the 85
place while Romania is on the "4the highest ranked country based on this
criterion being Singapore.

From the comparison made between the two countrgesan conclude the
following: to establish a business requires fowagss in Hungary and six in
Romania. The time that is required, expressed ys,dar Hungary is 4 days and
10 days for Romania. The cost for setting up the&rass in Hungary is 8.2 (% of
income per inhabitant) and 2.6 (% of income perabitant) in Romania. The
minimum paid-up capital is 0.9 (% of income perahtant) for Romania and 10.2
(% of income per inhabitant) in Hungary.

Singapore, which is ranked on the first positiosdzhone this criterion, has a
total of three procedures for setting up a busieesklasts 3 days. The cost is 0.7
(% of income per inhabitant) and the minimum pgideaapital is not necessary
(0.0% of income per inhabitant).

Below, | presented graphically the location of Hang and Romania
compared to the economies of other countries:
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Source Doing Business Report 2011, www.doingbusiness.org

Fig. 2.Comparing Hungary and Romania to other countries
on the criterion “ease of starting a business”

3. Using information and communication technology (J@Tthe SME sector

Using information and communications technologyT()G- which includes
software services, hardware for computers anddeleaunications equipment, and
technical services — represents a major facilittotor in the innovation process.
After joining EU, Romania has developed, within theaning of approaching the
use of ICT in other Member States, and in the regears the differences in the
development of information society have been redulbg developing an ICT
industry, a broadband infrastructure and applicatiof the related services. The
penetration of the information and communicatiachtelogy is still very low due
to a low demand and a limited availability of th€@rastructure in terms of the
access and the price for using it.

In comparison with the EU Member States, the cistdnformation tech-
nology sector in Romania occupies one of the lowasking positions in the EU,
as it can be noticed in figure 3.

In Hungary, the expenses for the information andmonication technology
had a value of 11 million in 2009, compared to Roimawhere they totalled 1.4
million euro. By comparison to other EU countriegr country was ranked last.

Romania also is on last place in the 27 EU MemliateS as regards the
access to the broadband networks, a specific gemt of advanced Internet
services. In terms of the infrastructure, only 782¢he Romanian enterprises have
Internet access, compared to Hungary where theopiop is 89%. Is an urgent
necessity to update the Internet infrastructurRomania.

However, there are large differences dependingherenterprise: almost all
large enterprises have Internet access (96% in)2@@8le only 63% of small and
microenterprises, which form most of the SME sedtare no access.
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Source Annual Report on SME sector in Romania 2010, wesimplu.ro/resurse-
de-afaceri/documente.

Fig. 3.Expenditure allocated to information and technol@gilion euro) in 2009

The main Internet activities of the Romanian SMEs for banking and
financial concerns (69%), followed by monitoringetmarket (52%), activity for
which the share of SMEs is higher than the Europeanage.

The usage of the banking and financial servicdsvigr, which implies that
there is no market sufficiently developed for saehvices yet.
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Source Eurostat Database, Information Society Section,
http://epp.eurostat.ec.europa.eu/podglfportal/information_society.

Fig. 4. Types of activities used on the Internet by SMEximania
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In Hungary was launched a project called “My Compéanon the net” by
which the Hungarian government intends to help karad medium enterprises to
become more competitive and achieve higher incofollewing the introduction
of Internet in the small companies, particularlggé that sell goods and services.

Conclusions

The SMEs play an important role in any economynépehe engine for its
development. As a consequence of the economic iaaddal crisis, the SMEs
were reduced in number; those most affected wedbumesized enterprises.

Regarding the creation of the company, analyziegpiocedures described in
2011 Doing Business Report, it can be said thatungary there are four stages in
this respect, and six stages in Romania. Thusgim pf view of easiness of setting
up a company, Hungary is ranked th& 8&ernationally and Romania — the'44

The penetration of the information and communicatiechnology is still
very low due to a low demand and a limited avaligbbf the infrastructure in
terms of the access and the price for its usinage.
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