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Abstract

The terms "Entrepreneurship” and "Entrepreneur” became increasingly used worldwide
because the entrepreneurship tends to be associated with the economic development and
well-being of a nation.

Entrepreneurship is a powerful driver of economic growth and job creation: it creates new
companies and jobs, opens up new markets, and nurtures new skills and capabilities.
According to EU Entrepreneurship Action Plan 2020 “Entrepreneurship makes economies
more competitive and innovative and is crucial in achieving the objectives of several
European sectorial policies”

'The objective of this paper is to present an analysis of the Romanian entrepreneurial
ecosystem and the factors which influence it. Development of the present paper has been
carried out through the analysis of the Romanian entrepreneurial business environment,
using data supplied by the Global Entrepreneurship Monitor 2014, European Commission
and Ernst & Young study “Entrepreneurs Talk”.
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Introduction

The transformation of the world economy in an "entrepreneurial™ occurred between
the mid-1970s and early 1990s, and it became evident thru a change in industry structure, the
main share of the economic activity passing from the large enterprises to lower entities, in
particular the small and medium enterprises (SMESs).

The terms "Entrepreneurship™ and "Entrepreneur” became increasingly used
worldwide because the entrepreneurship tends to be associated with the economic
development and well-being of a nation. The activity of entrepreneurs has a strong impact on
the world because even though they are not the ones who invent new things, as far as they are
the ones who ultimately make things move and world progress. They are the ones that
introduce new technologies, promote new products, stimulate the discovery of new resources
and mobilize capital. In addition, entrepreneurs are those which provide jobs for most of the
world's population.

In the modern sense of market economy, an entrepreneur is an economic agent who
adopts an active and forward-looking behavior which deliberately accepts financial risks in
order to develop new projects. In this respect, it is paid a great attention to entrepreneurs,
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largely due to the contribution that they bring to the development of entrepreneurial
environment and the influence they have on the macroeconomic indicators.

The recognition of the entrepreneurs’ value dates back to the 18th century in France
when Economist Richard Cantillon associates risk-taking in the economy with
entrepreneurship. In England, around the same period the industrial revolution was doing felt
its presence, and entrepreneurs benefited from the first opportunities to play a role
increasingly more visible in the processing and exploitation of resources; record the earliest
influence on macroeconomic indicators.

Joseph Schumpeter (1934), considered by some a genius of 20th-century economy,
said: "In entrepreneurship there is an understanding which we do in relation to a particular
type of behavior that include: initiative, organization and reorganization of the socio-
economic mechanisms and the acceptance of risk and failure”. According to Schumpeter, an
entrepreneur is willing and able to convert a new idea orinventioninto a successful
innovation. Entrepreneurship employs what Schumpeter called "the gale of creative
destruction™ to replace in whole or in part inferior offerings across markets and industries,
simultaneously creating new products and new business models. Thus, creative destruction is
largely responsible for long-term economic growth. For Schumpeter, entrepreneurship
resulted in new industries and in new combinations of currently existing inputs. Schumpeter's
initial example of this was the combination of a steam engine and then current wagon making
technologies to produce the horseless carriage. In this case the innovation, the car, was
transformational, but did not require the development of dramatic new technology. It did not
immediately replace the horse-drawn carriage, but in time, incremental improvements
reduced the cost and improved the technology, leading to the modern auto industry.

Entrepreneurship as a topic of discussion and analysis was introduced by economists
in the 18th century and continued to attract the interest of economists in the late 19th century.
In the present entrepreneurship has become a term that is increasingly widespread around the
world. According to a broad spectrum of key players in society, including policymakers,
academics, entrepreneurs themselves as well as for the population at large, entrepreneurship
tends to be associated with economic development and well-being of society (GEM, 2013).

Entrepreneurship is a powerful driver of economic growth and job creation: it creates
new companies and jobs, opens up new markets, and nurtures new skills and capabilities.
According to EU Entrepreneurship Action Plan 2020 “Entrepreneurship makes economies
more competitive and innovative and is crucial in achieving the objectives of several
European sectorial policies. Commercializing new ideas improves productivity and creates
wealth. Without the jobs from new firms, average net employment growth would be negative.
New companies, especially SMEs, represent the most important source of new employment:
they create more than 4 million new jobs every year in Europe. Yet the engine for this
recovery has been stuttering: since 2004, the share of people preferring self-employment to
being an employee has dropped in 23 out of the 27 EU Member States. While three years ago
for 45% of Europeans self-employment was their first choice, now this percentage is down to
37%. By contrast in the USA and China this proportion is much higher: 51% and 56%
respectively. Moreover, when new enterprises are founded, they grow more slowly in the EU
than in the USA or emerging countries, and fewer of them join the ranks of the world's
largest firms” (Entrepreneurship Action Plan 2020, 2013)/

The entrepreneurial environment it is influenced by a number of factors: legislative/
legal nature, social, financial, technological, and global policies. Every factor influences the
entrepreneurial environment in a different way and may act in both in the increasing or
decreasing its performance. The degree of adaptability and flexibility of the entrepreneur’s
personality have a hard word to say. Thus, an entrepreneur with a solid knowledge in the area
of human resources will show tact and diplomacy in the case of a personnel crisis. Also, an
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entrepreneur who is not informed about the laws governing its company activity, even if they
are covered by the legal counsel, will be unable to maintain openness and a productive
dialogue with the public authorities.

The factors which influence the entrepreneurial activity in Romania it can be shortly
synthetized as follows:

a. legal factors. These kinds of factors are generated mainly by the Romanian State,
its institutions, and from the time of accession to the European Union and its regulations.
These factors are directly linked to the laws, ordinances and acts of Government, with special
provisions or other draft laws which relate directly to the entrepreneurial environment.
Compared with other factors, the ratio of forces for this situation is uneven. Regardless of the
status, scope of work or items which are strictly related with the individual entrepreneur,
upon these factors the company has no decision making power in the sense of their changing.
At the individual level, each company must demonstrate an adaptive behavior and agree to
the conditions of the market on which it operates. Here, a hard word to say has the
professional organizations. Such a body, with a large number of members, outstanding
results, a certain conduct and strong representation may be a good barometer for the
Romanian state and a point of view that state bodies it can consult when drawing up the
legislative-normative documents.

The main law that related with the entrepreneurial environment from Romania is Law
number 31 of 16/11/1990 regarding the companies. Thru this law is laid down the forms of
establishment of a company, as well as their rights and obligations. From the moment in
which the entrepreneurial environment from Romania has passed from the "organizational™,
the Romanian State had to draw and other draft laws. Such a draft law aims at stimulating the
establishment of businesses.

b. social factors. These factors have subjective and dual character. It can be found
both in the external environment and internal environment of the company. Social factors in
relation to the external environment of the company are represented by suppliers, customers
(current and potential), State officials, potential investors and business partners. As regards
internal factors, the biggest share have a company's employees.

The relationship between the entrepreneur -supplier/customer is based on trust, starts from
equal positions and every part follow to preserve the economic report: minimum
effort/maximum effect. Typically, this type of relationship is guided by commercial customs
that have been formed over time.

The employer -employee relationship in the first instance it is governed by the labor code and
intellectual property rights. Although, at the level of company structure it is considered a
subordinate ratio, the employee is a consumer" or "client" of tasks carried out within the time
limits with significant results. The human factor has an important role in a company's
activity. As a good employee contributes to the well-being and expanding a business, an
employee less competent may give a negative sense to business partnerships which up to that
time it were in good condition.

c. financial factors. The main actors in the category of financial factors are: financial
and banking institutions, the National Bank of Romania (NBR), the Bucharest Stock
Exchange (BVB).

d. the technological factors take into account the technological evolution and are
found on many levels. As such, its effects are felt both on the main object of activity of the
company, as well as over a productivity.

e. political factors because are at basis of the development of the entrepreneurial
environment, we call it the primary factors. The political regime has influenced decisively the
appearance or development of entrepreneurial environment in a particular country or
geographical area.

24



f. Factors of global Deals mainly with the effects that we have events in the world's
economies strong, policy States that hold a monopoly on a particular market, armed conflicts,
the agreements on the movement of goods or the latest findings in the field.

1. The entrepreneurial system in Romania

Surprisingly, but well, according to data provided by the Global Entrepreneurship
Monitor and the European Commission. Romania was the first country in the European
Union in terms of entrepreneurial intentions, 32.7% of Romanians saying that they intend to
start a business on my own (GEM, 2014). That rate is more than double the average in the
European Union.

We count ourselves among the top countries when it comes to the way
entrepreneurship is regarded in society. 79.89% of Romanians consider entrepreneurship as
an alternative to career, compared to only 58 percent of Europeans, while 79.58% of
Romania's population believes that entrepreneurs have a privileged status in society. The
positive attitude regarding the entrepreneurship influence the probability of becoming an
entrepreneur and the level of support that the new companies will receive, whether it's about
the access to funding, partners or mentors (GEM, 2014).

Although occupies 6th in Europe in terms of total entrepreneurial activity, with 9
percent of the active population being in the stage of start-up or pre-start-up, over 50% of the
newly established initiatives do not survive in the critical period of 42 months. In this
context, the accent should be put on developing entrepreneurial education and improving of
survival degree of existing companies

Consultancy and audit company Ernst & Young (EY) make an annual barometer
which measures the perceptions on the entrepreneurship from Romania. The study-entitled
"Entrepreneurs talk™ reflects the issues, needs and expectations of the entrepreneurs, drawing
on a qualitative and quantitative analysis of national entrepreneurial environment. The
analysis seeks to highlight the ways in which public policy makers could help decisively
entrepreneurial development, thus supporting the start of business, economic growth, job
creation. Study reveals not only what the Government can do, but also what they can do to
develop entrepreneurs start-up, the spirit of enterprise in our country, including through the
use of the market opportunities.

The EY study outlines the whole image of the SME segment in the Romanian
economy. Thus, of the total number of companies’ active on March 31, 2015, over 64% are
limited liability companies (LLC) which have, on average, an associate. In their great
majority (91.6%), limited liability companies belonging to the category of micro, having on
average two employees, an average capital of 11000 euros, an average annual turnover of
47000 euros.

SMEs represent 99.6% of the total number of companies active in Romania compared
to 99.8% at EU level. They create 44% of total gross value added at the level of the entire
Romanian economy towards EU 59%. At the same time 66.2% of total employees at national
lever are in SMEs, compared with 66.9% at EU level.

Of all the considerations expressed by the respondents, the most important target: the
obstacles faced when starting and develop a business, the precariousness of funding sources
and the insufficient progress in the field of entrepreneurial culture: 49% of participants
consider that the main obstacle is the fiscal unpredictability, very hard and unwieldy system
of regulation, the level of taxation. In second place is situated the access to financing (18%)
and follows: the deficit in terms of entrepreneurial education and specific culture (14%),
political and strategic vision instability (7%), state of the national economy and development
gaps (6%), corruption (4%).

25



In direct connection with the reporting of these obstacles lies the respondent’s
assessments concerning the government measures with the greatest impact in the short term.
According to the Romanian entrepreneurs, top six measures that would support the
development of business in the short term are: reducing the tax burden and granting of fiscal
facilities (45%), reducing bureaucracy and simplification of fiscal code (15%), providing
State guaranteed loans, especially for start-ups (8%), improved collaboration and
communication between the public and private sectors (7%), ensuring the stability of fiscal
environment (5%) improve education, entrepreneurial and professional (3%).

Improving access to financing represents the area of action which would have the
biggest impact in the development of entrepreneurial businesses, in the vision of the G20
Entrepreneurship Barometers 2014 participants -. In Romania, at the 2014 Edition of the
questionnaire, almost 50% of respondents considered that entrepreneur’s access to financing
have deteriorated. In 2015, the answers were more positive. Thus, 32% of them consider that
access to financing has deteriorated in the last year in Romania, 30% think it has improved,
while the other 30 percent that have not altered the conditions for obtaining financing. This
balancing of replies indicate, in fact, an improvement in the perception of access to financing:
If only in 2014, 16% of respondents felt that access to finance has improved, in 2015 the
number of those who expressed this point of view almost doubled, reaching 30%.

Improving access to finance is revealed also from age segmentation of replies. For the
first time in the three years since EY Romania realizes the Barometer, some respondents
consider that access to finance for entrepreneurs under 40 years old is very easy (4% of
respondents). In total, 16% believes that access to financing is easy or very easy for this
category of entrepreneurs. However, for the vast majority of young entrepreneurs (76%),
access to financing remains difficult or very difficult, even if the trend is downward relative
to last year, when their share rises to 90%.

Although about 50 percent of Romanians want to start on a new business, more than
half of those states that they do not have the financial resources needed to do this. This
indicator recorded a double toward the European Union, where only 21% of respondents
accuse the lack of money as the reason not to develop their own businesses, according to data
provided by the European Commission.

Fears of shortage of funds are those related to the inability to return the debts. These
problems diminish once the increase in age, when entrepreneurs are aware that there are
numerous funding options available in Romania and abroad.

In the perspective of the entrepreneurs, bank loans and European funds are the
financing sources that will have the greatest impact in business development, followed by the
sources and instruments like: micro-financing, risk capital, public-private partnerships, Stock
Exchange and alternative trading systems as well the private equity funds type. For example
the bank loans and European funds have cumulated 45% of answers, the stock exchange and
the alternative trading systems cumulated 6% of options, while State aid grants, 4%.

In the meantime, with 24 of SMEs at the thousand inhabitants, Romania is on the
penultimate place in the European Union, far below the Community average of 40 SMEs and
even below the average in countries such as Hungary (57 SMEs per one thousand inhabitants)
and Bulgaria (41). The trend is not a positive one, the number of new companies being set up
in 2014 was 101,000, with almost 19 % lower than in 2013, which is the lowest number of
companies created in the last seven years in our country. In these circumstances, tax facilities
for investments, as well as the reduction of capital gains taxation would improve the
attractiveness of Romanian economy, not only for domestic investors but also to outsiders.
Exemption from reinvested profits taxation is one of fiscal facilities applicable until 31
December 2016. This measure may give rise to an advantage in terms of cash flow.
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In the current legislation, tax facilities are provided, too, to stimulate research and
development activities by providing some additional deductions in calculating taxable profit
at the rate of 50% of eligible expenditure.

In order to encourage the establishment and development of industrial and
technological parks, companies that operate within shall enjoy exemption from local taxes,
reduced taxes on the tangible and intangible assets, income tax exemption of land,
development programs for infrastructure, donations and funds for development. With regard
to guarantees for loans, FNGCIMM guarantee certain loans -falling into government
programs and facilitate accessing European funds by guaranteeing loans for the funding.

Fees and administrative barriers are a major impediment to the development of
entrepreneurial activity in a region. For entrepreneurs, they are translated into funds diverted
to State and time lost in bureaucratic stuff, replacing the time that should be spent on
improving the quality of product or service supplied. Regardless of age, respondents are
unanimously agreed that the level of the fees and taxes is high and corruption and
inefficiency at the level of public institutions have a negative impact on development
opportunities of their own business.

Entrepreneurial culture plays an important role for the development of entrepreneurial
activity, and Romania stands in this excellent point of view, having a share capital and
developed a positive attitude towards entrepreneurship. When we look at the categories of
people who influence the general opinion, we note that rough successful entrepreneurs,
media, events and friends have a positive impact. At the opposite pole lies teachers, career
counselors, parents and family, which adversely affect the likelihood of a young person to
become an entrepreneur.

Regarding the entrepreneurial education, 23% of Romanians say they have attended at
least one entrepreneurial education program, this percentage being equal to that registered at
EU level. However, young people are dissatisfied with the quality of entrepreneurial
education and believe they are backed by people not connected with entrepreneurial
environment. The lack of a connection between school and business is the main problem of
entrepreneurial education from Romania, and its resolution is the basis of improving the low
level of sustainability of the newly established companies.

When it comes to the State, instead of stimulating the development of the
entrepreneurial ecosystem, the actions taken by it are viewed by the community as a major
impediment in the way of development. Thus, active members of the community
entrepreneurial claim they are up to date with public policies to support entrepreneurship,
however they deem inappropriate. The lack of results is due to both a deficient environmental
entrepreneurship and corruption endemic Romanian that affect measures taken at all levels.

2. Conclusions- What remains to be done?

In the present, new and young enterprises represent a key ingredient in creating a job-
rich recovery in Romania. For this reason, it is time for action to stimulate entrepreneurship
in Romania in order to become more adaptable, creative and to have greater impact in
globalized competition that is more demanding and more rapid than ever before.

To reinvigorate Romania's entrepreneurial activity, the States must work
simultaneously on restoring confidence, creating the best possible environment for
entrepreneurs by putting them at the heart of business policy and practice, and revolutionizing
the culture of entrepreneurship

The measures necessary for the development of the entrepreneurial ecosystem
Romanian can be undertaken both at public and private level. As a result of surveys analysis |
consider that there should be a clear division of responsibilities.
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Thus, at the governmental level, the State should to give up at the setting up of new
companies programs-the focus must be changed on the sustainability of existing ones by
improving the quality of entrepreneurial education programs. In this regard, it is important to
be a link between school and business environment, and curricula should be adapted to the
market conditions. In addition, the educational system needs to focus on creating responsible
and independent leaders, which capitalize the entrepreneurship and understand what it means.
Also, in the service of the State falls the administrative and tax simplification, along with the
fight against corruption.

On the other hand, the private sector can contribute significantly to the development
of entrepreneurship by implementing quality programs: training sessions, events and
competitions addressed to newly entrepreneurs, mentoring and support programs for start-ups
or information sessions about existing funding opportunities. Facilitating access to
acceleration programs, incubators and co-working spaces is another very important point,
besides the continuous promotion of the successful models and of the correct reasons for
being an entrepreneur. Together, the public and private sectors have the power to contribute
significantly to the development of the Romanian entrepreneurial ecosystem.

Also, we do not have to forget that the education for entrepreneurship is one of the
main determinants for entrepreneurship. It plays a major role in acquiring key entrepreneurial
skills, having a positive impact on the entrepreneurship of the young generation, the attitude
and willingness to private initiative. Romania is among the few European countries that do
not yet have a national strategy for entrepreneurship education. Although the past 10 years
have been implemented initiatives to promote entrepreneurship education, both in the
national education and training programs in various actions in this direction are scattered,
with no coordination and coherence between them. Romania should develop a national
strategy for entrepreneurship education based on the successful models of other European
countries. Such a strategy should provide the essentials for a coordinated and effective
development of entrepreneurial education seeking: inter-ministerial collaboration;
consultation and engagement of national and local stakeholder; provision of key competences
by the national curriculum; systems monitoring and evaluation, with targets and indicators to
measure; training of teachers and not finally, funding sources provided.
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