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Abstract. The rural development become at present more a e@lebal priority which is considered to be
more than a simple rural policy. The starting p@htour analysis is the European model and the Aaer
model for the rural developmenfnother part of the article is focused on Europe&amon (EU) rural
development policy 2007-2013 and on supportingrtidementation of its strategies and programs.

It can be said that the Small and Medium Enterprisector is the key of “the triple” of the ruralrdhle
development: economic, social, environmehhereforein our paper we analyze the evolutions from the
Romanian sector of SMEs, especially the rural SMEszomparison with the situation from EU countries
taking into consideration the requirements of alraiurable development. In this context, a majde in the
Romanian rural development is played by the investrand financing, including the structural Eurap&ands.

INTRODUCTION

In our paper, we tried to underline the role of 8MEs sector and investment in solving
the problem of rural development, using the expoessustainable rural development”. The
European charter of Small and Medium Enterprisggosad the EU member states to support
and encourage the sector of small businesseselsaime time, the international institutions
discuss about the quality of development throughpiblicies of sustainable development. For
Romania, it can be said that the SMEs sector ikdélyeof the triple of the sustainable rural
development: economic, social, environment. Butahalysis of evolutions of the Romanian
SMEs points out some progresses but also manyielefies in accessing the financing
sources and investment. Besides, the Europeanratiwy process will generate new
challenges for the Romanian SMEs sector.

MATERIALS AND METHODS

The theoretical elements which represent the baalysis of this paper combined the
issues from four fields, as follows:

- Rural development;

- Sustainable development;

- Investment;

- SME sector.



In practice, we consider that the problems involbgdhree fields can not be divided,
they should be solved concomitant and they imply shme wide “circle” formed by the
European integration process and the economic ligalian.

The rural developmenbecome at presents more and more a global priasiigh is
considered to be more than a simple rural policgah be noticed the increase of the interest
for a rural “modus vivendi”, which incorporate thdea of the economical and social
economic cohesions, using all the abilities of tih@dern urbanism but with a reinsertion in
nature based on the environment protection. hteresting to investigate the European model
and the American model for the rural development.

The European Union (EU) treats the rural develograsran essential part of the model
of European development and tBemmon Agricultural Policy (CAP) is one of the most
important and expensive European policies [8]. Baited States of America (USAjhe
United States Department of Agriculture (USDA9 committed to support the improving of
the economy and quality of life in all of rural Anea and thefinancial programs of the
USDA touch rural America in numerous ways [9].

The sustainable or durable developmefiresented by United Nations through the
Report Brundtland in 1987) become a major compoimérthe policy sustained by major
international organizations involved in monitorigiand modeling the national or global
evolutions for all world states. The Brundtland oep highlights three fundamental
components to sustainable development as followikg®nomic growth; Environmental
protection; Social equity. [10]

The impact ofthe SME sectorhas to be considered a complex one, involving
economical, financial, social, cultural aspectsstof all, for the developed countries from
Europe and for the Eastern and Central Europeantiges, small businesses have to be
considered a force capable to lead to a bettecadllin of the resources and to generate new
jobs for those who lost them as a consequenceeofes$tructuring. The European charter of
Small and Medium Enterprises (adopted by the Ewopénion’s leaders in 19-20June
2000) considers that small businesses are the baekh Europe’s economy.

We consider that the starting point is the develgmf the SME sector because at this
level, every individual is involved in the innowvati activity, increase the responsibility and
competitiveness, and this is the beginning for gteging progresses at the level of
communities, regions, states and the whole worldhis context, a major role is played by
the investmenivhich can support the firms in acquiring the cofitpeeness in order to face
the competition from the European market.

For presenting the statistical data for Romanierettwere used the official information,
several reports and analysis regarding the rurgkldpment in the context of European
integration.

RESULTS AND DISCUSSIONS

In 2004, in Romania were about 450,000 SMEs frortiwB0.3% activated in the rural
area. The number of SMEs which have been activaté&®bmania in period 1998-2004, in
rural environment, has been maintained relativelpstant (63,957 in 1998, respectively
63,944 in 2004). The comparison between the agtioft the Romanian SMEs and the
European ones points out many differen¢€able 1)

Romania is less developed in the important econ@®gtors such as: industry,
agriculture, constructions, transports, tourism s@vices. In the transition period, the SMEs
were more developed in the trade activities.



Table 1. The structure of SMEs in Romania and Eesopountries - by activity sectors [5]

Countries/ Romania| EU 10 EU 19
Activity Sector
Industry, Agriculture, Construction 1649 28.0 25.0
Commerce 63.( 19.0 25/0
Tourism 0.5 5.0 6.(
Transports 3.6 12.0 6.0
Other services 16.1 360 30,0

At the national level, there are still strong disii@s between urban and rural areas with
regard to the number of SMEs per 1,000 inhabitarisis, if cities have approximately 20
SMESs/1,000 inhabitants, the rural areas have on§MEs /1,000 inhabitants, resulting a
national average of 17,5 SMEs/1,000 inhabitantgethime less then the European average,
l.e. 52 SMEs/1,000inhabitants. [2]

There are both objective and subjective reasonsuch situation. The objective reasons
consist in the inadequate infrastructure (roadsemend sewage, etc.). and basic services that
support businesses in Romania. The availabilitgupport small businesses is particularly
poorly developed, especially in the area of quadit in professional areas like finance.
Another objective reason is the lack of financiesaurces for the rural population. This
situation could be improved if others conditionssésulation of the temporary migration
abroad or the increase of the pensions for thenggarmers would be implemented.

The subjective reason is related to the rural niiépntia conformity with for good life
standards everything should be and can be prodadbeir own property. This is the reason
because the development of the education andritaior the population from the rural area
is very important. Thus, the increasing of the Bfandards in the rural areas will determine
the population to be less dependent on agricudinceto need new job’s qualifications. These
will attract the employees from the agricultureiattes and therefore the SMEs would be
ideal for offering such types of services.

The analysis of the rural SMEs reflects the reyiveduced capacity thereof to meet
the requirements regarding availability of jobs floe rural population, both due to the small
number and to the structure by number of employ&esational level there is noticed a high
asymmetrical distribution of the SMEs, a majoritynoicro-enterprises (94.5%) and within
such, especially, of the companies without emplsy€8.1% of the total unit registered). The
firms that, theoretically, have a greater potentigjob opening, those of small and medium
enterprises, are reduced in number. The medium SMik 50-249 employees) represent
only 0.9% and the small firms (with 10-49 employeepresent 4.6% from the total rural
SMEs [4]

The most rural SMEs were created in the field aldér (48.6%), followed by the
manufacturing (19.6%), agriculture (9.8%), tourién2%), transports (5.9%), constructions
(3.3%), services (5.3%) and extractive industr¥0).(table 2).

The initiatives for creation new SMEs are orieniegards the trade sector because this
involves reduced funds, shorter periods for cogethre investment, and reduced experience
in management.

The SMEs in the rural areas operating in the narcalgural sectors represent 16% of
the total non agricultural SMEs and are mainly apeg in handicraft production, rural
tourism, agro tourism, agricultural raw materiategessing, transport etc. These businesses
have a positive impact on the rural communities eontribute to the growth of the areas.



However, these rural non-agricultural activitiesneen low and most of the businesses are
micro enterprises. [3]

Table 2. The situation of rural SMEs — by actisgctors [11]

Activity sectors Number of rural SMEs  Weight of SME
by activity sectorg
Extractive industry 230 0.25
Manufacturing 17971 19.65
Agriculture 8924 9.76
Constructions 3041 3.33
Trade 44477 48.64
Tourism 6570 7.18
Transports 5354 5.85
Services 4873 5.33
Total 91444 100.0

The analysis of SMEs in the rural areas showedadively low capacity of SMEs to
provide additional employment for the local villagepulations, due to their inability to grow
and the available skills. In that sense, an importale is played by the persons who come
back from urban areas to the rural ones. In genttrey have a higher education level and are
qualified in many industrial jobs but which can &eapted to the needed jobs for the rural
communities.

As alternatives to occupation in agriculture, besidaw materials processing, there are
opportunities in tourism, agro-tourism and handtcral having high development potential
that can be further developed. During 1998-2004/eldgpments in tourism infrastructure
provided a 5.8 times increase in the number of isgbuunits, generating 28,000
accommodation places. [6]

The unsolved issues of the rural area, coming fiteenimpossibility of satisfaction of
the basic needs, including the poor developmenbasic infrastructure as well as basic
services have impacts on the overall growth ofafresas, their contribution to development
and the improvement of living standard for the dapan.

The Romanian SMEs sector will be affected by thed€tession process and the rural
SMEs sector will be the most sensible to these gdsuConcretely, the Romanian sector of
SMEs will be confronted with many serious probleafter accession [1], such as:

- the low average productivity of a Romanian SMB {imes less than the European
average);

- many competitive fields at present will have ®ristructured (textile industry, wood
industry and furniture industry);

- it is possible an increase of the salary’s c@dising a period of 6 months — 2 years), a
relatively decrease of the buying power of popalativhich will determine a stagnation of
the demand for industrial products;

- it will persist the reduced power of absorptian the European funds (10-11% from
the post-accession funds, taking into consideraterexperience of the member countries);

- the increase of the immigrants flows from theewith difficulties;

- the most difficult consequence: after acces$0fp of the SMEs will get bankruptcy.

Romania’s government admits the importance of tNEES sector as a basis for the
rural development of a modern, dynamic economy. rdfoee, the Romanian rural
communities should develop the abilities of atiregtand exploiting the investment
supported by EU, based on the offered opportuniti€sncretely, Romania will beneficiate



by the financing through thEU rural development policy 2007-201&s is shown in the

Table 1[3].

Table 3. The financial package for Romania 200792@@illion €- 2004 prices)

Elements 2007 2008 2009 Total
Financial allocations
Agriculture —market measures 249 244 239 732
Agriculture — direct payments 0 405 476 881
Agriculture — rural development 606 808 1010 2424
Sub-total agriculture 855 1457 1725 4037
Structural Operations 1399 1972 2603 5973
Internal existent policies* 244 248 252 744
Institutional Development* 26 17 8 52
Sub-total Internal policies 270 265 260 796
Total allocated 2524 3693 4588 10805
Estimated payments 1124 2220 2864 6208

The aquis regarding thmarket measuresvill cost 732 millions € in the period 2007-
2009. Thedirect paymentgor the farmers sum up 881 million € for the per&fiD7-2009 and
they will be introduced gradually during a periotl1® years from the accession moment
starting with a level of 25% from the actual lee¢lEU15. The budget forecasted for this
component sum up 881 millions € during the peri@®722009. Even the level of direct
payment applied to the 10 new member states in 200#epresent 40% from the EU15
level; this level was not offered to Romania andgBtia in order to not put in danger the
process of restructuring and consolidation of tkelatations. The fast restructuring of the
agriculture and food sector request an optimumlibguim between the direct payments and
the measures of rural development and this is WwayQommission propose a massive supply
of funds in the rural economy.

The package for supporting the rural developmesiims up 2242 millions € in the
period 2007 — 2009. At this package, Romania shadttlits part of co-financing which will
raise the total value of the package to about 30illibns €.

The result is a total df0.8 billions €for the budget allocated for Romania in the period
2007-2009, but this amount can not be used totallthe same period. Concretely, it is
estimated a payment volume from this budget obél@ns €.

The expenses per habitant in 2009 (the third yean fascension) are estimated at 205
€. For comparison in the 10 new member states in 20@6third year from ascension) will
be of 225 €. Anyway should be taken into considenathat from the view of GDP weight,
the funds allocated to Romania in 2009 will repnése1% from the GDP in that year while
the average for the ten new member states willnbe $3%. While Romania will have to pay
to the EU budget about 1% from the national GDRuilitget seven times more, so Romania
will be a net receiver of community fungig.

CONCLUSIONS

The analysis of the rural SMEs sector in Romanidicn the idea thathe enlargement
of the EU to Central and Eastern Europe will brangpumber of heavily agricultural and
relatively poor economies into the EU and the rwtalvelopment policies need to be



encouraged socially, politically and financiallypd Romanian SMEs sector will be affected
by the EU accession process and the rural SME®srsedil be the most sensible to these
changes.

The solutions for the small rural Romanian entegsiin order to face the competition from
the European market and for the sustainable r@atldpment consist on the improving the
access to the information, services and financingluding the financing through the
structural European funds. Also, it should be iasesl the international competitiveness of
the SMEs by supporting the modernization investsiaihie alignment of the SMES’ product
and services to the quality requests imposed byEtltepean Union; the developing of the
infrastructure for business through an adequatmbss environment.
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