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Abstract.

The world is changing, so SMEs needs to adapt lamentrepreneurs must be kept focused
on the challenges of 2020s stage: globalisatiomodgaphic change, climate change and
scarcity of energy supply. The transformation to emonomy based on knowledge and
services is supposed to be as fundamental as #weding change from agriculture to

industry. In order to address the challenges tieatithead, Europe should not react to the
current economic crisis by cutting back on its stweent in skills and innovation and SMEs

must avoid the error of tightening their budgets &ativities whose results are hard to

qguantify and take time to pay off and should com@aa their efforts to modernise and

innovate their activity.

This paper intends to provide a clear demonstratibthe importance of creativity and
innovation of human resources, at all levels indfganisation, as they represent a key factor
for a healthy and prosperous Europe. Human ressaneethe one who ensure the existence,
growth and the competitive success of enterprises, making people more dynamic,
confident and creative in order to exchange expedeand best practices and to develop new
opportunities is the main concern of European Usigenda.

Keywords: economy based on knowledge and services; busiressgronment;
entrepreneur’s knowledge

1 Introduction

The emergence and development of Romanian SMEs aehieved at the same time with the
projection of the institutional and legal framewadquired by market economy. After a timid start in
the early '90s, the number of Romania SMEs hadfi&igntly increased over the years, both from a
strictly statistical perspective, but also by dsmfing their types of activities. This processnist
synonym with their effectiveness and function &pilivhich is directly linked to the quality and the
competence of human resources. The lack of entreprs’ experience was doubled by the instability
of Romanian economic and political system as wgllthie bureaucracy and the instability of the

71



FuroEconomica
| ssue 2(25)/2010 ISSN: 1582-8859

legislative. A negative impact over Romanian SMisl&ion was the absence of a strategic view of
development at national level.

Today Romanian SMEs need to adapt to the curneandial downturn. The macroeconomic scenario
constitutes the main challenges for the businegs@mment. Accordingly with the economic forecast
made by DG for Economic and Financial Affairs, (CGoission, 2009), Romanian “growth contracts
sharply” and “GDP is projected to turn negativethg end of 2009, to around -4% and is expected to
remain around zero in 2010". Also, “unemploymentigected to rise from a record low of 5% in
2008 to about 8% in 2010". In addition to econorsicwdown the business environment needs to
survive to the worse-than-expected political cribiat discredits Romania at international level.aAs
consequence, the external borrowing is expecteshse significantly from 11.8% of GDP in 2008 to
5% in 2010 and foreign investments are expectedrtodown.

2 SMEs and The European Year of Creative and Innov#n

In order to understand better why 2009 was desidpyetthe European Commission to be the Year of
Creativity and Innovation, we have to take a loaklbin the past. The history of European Innovation
Policy covers almost 40 years. At first, back irr@9 it was focused on research and development and
later, in 1980s it was based on knowledge tran&iem 1990s it becomes obviously that innovation
is not a linear process that involves only threasas: research, development and exploitation,sbut i
the result of a more complex system that includeseawork of players such as: researchers,
universities, business environment, public autfesiand so on. Today, innovation is recognised unde
the umbrella of European Cohesion Policy, as b#irgoverarching means to attaining sustainable
growth.

Comparatively with the previous programming per{@d@00-2006), European Commission increased
the amount of investment in R&D and innovation,uarger of total Cohesion Policy Resources (€ 86
billion) being concentrated to foster networks, pe@tion and clusters as a key factor of a healtity
prosperous Europe and to make population more dignaonfident and creative in order to exchange
experience and best practices and to develop nparamities.

The world is changing, so SMEs needs to adapt hadhtrepreneurs must be kept focused on the
challenges of 2020s stage: globalisation, demogragtange, climate change and scarcity of energy
supply. The transformation to an economy based rmwledge and services is supposed to be as
fundamental as the preceding change from agrieuttumdustry.

SMEs are patrticularly fertile ground for innovatigad creative concepts. In order to have success a
SME needs to match smart investments which cargbrew, sustainable solutions and benefits for
our economies and societies with new ideas andr@ssiye thinking. Also, whichever business is
developing, a SME needs to keep adapting, improaiginnovating in order to react better to market
trends. The fundamental equation of innovatiormnstepreneurship + creativity

“As innovation processes depend on harnessingiditgatind while dynamic as well as supportive
systems of management can elicit the best fronf, dtiked-minded people will usually produce like-
minded results. Diversity in the workforce can, leoer, help companies to break this mould and the
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cycle of limited unilateral thinking and, in so dgi set them free to discover new products, markets
and ways of doing or leading business.” (Europeamiission, 2008)

Europe should not react to the current economaischy cutting back on its investment in skills and
innovation and SMEs must avoid the error of tigitgrtheir budgets for activities whose results are
hard to quantify and take time to pay off and sbocbncentrate their efforts to modernise and
innovate their activity. We consider that helpingr&e to emerge from the shadow of the economic
crisis which erupted at the end of 2008 must bambst important target at all levels of governance.
The message of the year 2009 is that innovationcesmtivity are keys for our future living standsard
and the SMEs seems to be the motors of progrefis,widler impact in local community but also at
the sector industry level, in general.

3 Management of Human Resources as a decisional faicfor SMEs success

A company suffers many transformations during its-time: growing cycles, stabilization, and
sometimes downs. The survival of an SME on the etaskfirstly due to the human resources quality,
as they represent the Firm and have a unique paitdiot growth and development. The new
philosophy of management puts a great price onrtle of human resources, because they
summarizes and expresses in the most suggestiveemere specific of the management process as a
type of human activity. A simplistic approach ofnlan resource’s activities belongs to past times,
because today the business environment launches odffallenges regarding new requirements of
development and skills in the management structdresrefore, in the entire world, the practice of
SMEs increasingly supports the improvement of eméeeur's knowledge of human resource
management as a decision factor for success.

Accordingly with the Annual Report of SMEs sector Romania — 2008 edition: “the level of
managerial experience of the entrepreneurs is leary (figure 1) and, as a consequence, the need of
setting up some programs for entrepreneur’s trgimnorder that future managers may increase their
ability to run a business, becomes more and madeel

1.3%

OManager

B Technical professions

O Qualified labour

OUnskilled labour

Figure 1 Distribution of SMEs in accordance with the tramievel of the entrepreneur in 2006
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The same report (Ministerul Dezvaii, Lucrarilor Publicesi Locuintelor, 2008) shows that the rate
of mortality for an enterprise after just one yeéifunctionality is much more higher in the case of
firms that are managed by entrepreneurs with a Ikl of training and experience. Also, main
problems that Romanian SMEs are confronted with Eek of financial resources (69.8%), the
limited access to loans (39.5%) and clients withdieg charges (38.2%).

These facts demonstrate that a SME development gaes to hand with human resources
development and an effective human resources maragecan make the difference and help
business to evolve and grow.

A multitude of factors have a great impact on tih@wation capacity of SMEs, but the most important
one is the management of human resources. Thigtdegd has a transverse function because it
reaches out all the other departments of an orghoiz Unfortunately in the case of SMEs this

compartment is a small one, and usually only onesqmeis in charge with human resources
management. Nevertheless, we think that compared to do efforts to inspire the existing staff of

human resources department to be creative and #hiakg up a little bit.

Human resource management consists in carryingllaheaactivities aimed to provide, develope,
motivate and maintain the human resources intatheanization in order to achieve with maximum
efficiency its objectives and at the time to méet heeds of employees. The essential issues ragardi
human resources management referati@acting and retaining people endowed with knowledge and
skills that the enterprise needs. These activéiiescomponents of human resource management.

The context within which employers recruit and SMiggerate has a detrimental effect on creating
diverse human resources management proceduresceftreurvey (European Commission, 2008)
shows the kinds of characteristic employers tenslek in potential employees (figure 2) as well as
what are the most used recruitment strategies ar8btigs (figure 3).

In order to attract or maintain qualified and spbzed people to work to a specific company, the
manager of human resources department has two kihdsstruments of his disposatiassical
instruments that are represented by remuneration and traimhghe employees and by the
environment of work provided by the company, arglntbdern instruments such as different kind of
events organized by the company in order to crietecohesion among employees. In Romania the
remuneration represents the most important and motivating umsént for employees and, in the
recent years, due to the increasing time spentoak,vemployees are more and more interested in
working conditions andrewarding bonuses.
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Advertising in local press
Advertising in national press
Head hunting

Recruitment agencies
Written recommendations
Word of mouth
Employment centres

Direct applications w/CV
Internet sites

Volunteers

Poster/message in premises
Others

0.00% 10.00% 20.00% 30.00% 40.00% 50.00% 60.00%

Figure 2 SME recruitment strategies
Source: 2008 SME diversity survey

Even if the unemployment rate is increasing, in Boia the battle for skilled and qualified people is
very severe. This is the result of the competitisgld in which SMEs have to operate and to the hard
conditions that needs to fight against: the currBnancial downturn, economic and political
instability, legislative chaos, etc. Keeping thetbemployees in the company is one of main purposes
of human resources department. Top employees ase twho bring the greatest sales, clients and
quality products. In other words, they ensure thecess of the company. They are the main
ingredients to boost prosperity. If the managenders not appreciate the workers’ needs, there is a
danger that experts would seek a better job inhemairganization, even in the rival one.

Nowadays, not just managers evaluate candidatesiterversa. An entrepreneur must dygen to
cooperate with the employees, working side by side and sitleahis ego. His attitude is very
important in terms of maintaining the personnel,hlas to give people what he likes to receive and
must not only to limit to the checking procek#ternal communication plays an important role too.
Any manager knows that when a key person leaves fh@ company, other employees are tempted to
change their work, whether to follow their colleagor just because the insecurity which is installed
In this case it is recommended to develop apprtgprigrategies that will ensure the remaining
employee satisfaction and relief the strained stgémerated by the departure of a specialist.

In order to promote loyalty among the employees, emtrepreneur besides thremuneration
instruments, needs to develop new methods of acknowledgmeidhwhake people to feel respected
and appreciated for what they are doing for thepamy: official recognition of value, relaxed climate

of working, frankness in communication, intelligent promotion and balanced treatment.

Due to the changing environment in which SMEs maysrate, another important role played by
human resources management refers to the contemaeohization of human resources’ skills to the
market needs. Whichever is the business profiBMEs, labor factor need to be creative and to adapt
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to new technologies with positive implications iarrhs performance. Increasing complexity of
economic activity, the accelerate rhythm of compm&tion and the speed of technical and
technological changes requirashigh degree of training of human resources. In this context the
continue training of personnel becomes a fundarhearis of knowledge based economy.

Ciender

Fluent in primary language
of workplace

Same ethnic group as
majarity of workforce

Good physical health

Good mental health

Young (aged below 40 years)

Reflect characlersitics pf
dients/customers

Reflect company image
anned values

o Very important

O Reasonably
important

B Nagligible

Job competence

B mot important

Official gualifications

0% 0% 40 % 6 % 80 % 100 %

Figure 2 Characteristic that SMEs look for in employees
Source: 2008 SME diversity survey

In_some_countries higher education already has an entrepreneunmaértsion (Daudel, Popa, &
Maftei, 2009, pg. 172-181). Students are trainedctdike future entrepreneurs identifying the neark
opportunities or putting into practice their credsi, either by creating a small business as welbg
involving in the activities of an existing SME. this manner, students get an idea of what it's ike
be an entrepreneur, human resources are traineel maore flexible, dynamic and creative and ready
to operate on labor market and the receiving SMierment with fresh ideas and new ways of
approaching and solving some problems. It's a wim-situation because everybody gains something:
experience, knowledge transfer, exchange of bestipes, etc.

According to experts, the European managementdsacterized by the lack of national identity of
management in the entire Europe, comparatively Wit and Japanese management models. The EU
enlargement to south-eastern Europe has causddevisutations at social, economic and political
level. Recently, in the EU, a high level of orgatianal responsibility and managerial support to
employees and unions can be noticed. The Europesragers may be considered promoters of the
European career concept, this concept represeatigiyect consequence of the Europeanization
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process and being favourable influenced by thesass rate of population mobility in EU and also by
the extension of multinational companies’ actiatéeross Europe.

In a more and more globalised world, human resooraeagement has a decisive contribution in the
survival of SMEs on the market. European Union gtas clustering of SMEs with similar business
profile and international cooperation. One of theostn important requirements of the
internationalization of business organizationsoiptepare managers in terms of culture, in order t
know, to put in practice and to administrate cat@lements, specific to country or region in which
the company operates, or from which the compangivechuman resources. Globalization eliminates
national borders and people are the main factasrergsthe adaptability and flexibility of enterpes

in order to obtain success. Accordingsizecialists in_human resourcesthe competence of human
resources managers have a major influence in theeps of integrating human resources strategy into
the global strategy of the enterprises.

Human resource management becomes the main toehlph SMEs can ensure their competitive
advantage in a globalized world and the strategiisibns of managers must reflect on a large scale
the commitment to people.

The absence of coherent strategies for human es®uranagement makes impossible the adjustment
of SMEs to international changes, the activities lafman resources being necessary to be
comprehended in interdependence with all the otiecesses developed by the enterprise. People
instead of firms, are the one who form the adaptinezhanism by which SMEs respond to external
challenges. The management of human resourcestaategic process and is considered to be more
difficult comparatively with promotion of technicptogress or facing the lack of financial resources
Providing and maintaining the quality of human reses, are long-term strategic processes that
involve an efficient management of human resources.

4 Conclusions

It is obviously that the SMEs environment needd¢ochange and the training level of Romanian
entrepreneurs must be increased. We believe tlaingprehensive training programme for small
business, entrepreneurs and individuals may bkeyaolution.

We can help people to attain their potential anaareative and innovative thinkers. We agree that
entrepreneurs and researchers or university pafesegether with local authorities can collaborate
innovatively in order to set up strategies of emaging the business environment, stimulating is thi
way the interaction between producers, users amilatoes of knowledge.

International experience has shown that, governsneisuially, set goals and action plans applicable t
the entire business sector, without taking intooaot the size of companies. Sometimes,
complimentarily to these general rules specific Shblicies and programs are added.

Also, settling a stable and healthy economic emwitent should be based on clear and credible rules
with no dependence on political variations. Thipresents one of the main factors driving the
development of SMEs sector. The most effective cpesi to support SME sector seem to be
represented by the encouragement of business andre@ development in general.

77



FuroEconomica
| ssue 2(25)/2010 ISSN: 1582-8859

Productivity alone is no longer the key of economic growth.dBobivity must be accompanied by
innovation andcreativity. Recent studies show that in some fields of agtithiere is an international
division of labour. Thus, there is a split betwdmrrsinesses that only develop and sells ideas, those
that manufacture them and the companies that mtr&sé products under their own brand names.

We must not forget that ensuring a stable monetadyfiscal framework, including reasonable levels
of interest rates and a controlled inflation courdrease savings and provide SMEs an effective
investment’'s mechanism.

This paper intends to provide a clear demonstratii@ thanks to EU instruments which support
clustering of business as vehicles of creativitd amovation, along with mobility and knowledge
transfer, we can build sustainable and effective strategy, encouraging partnerships between diverse
sectors and involving public and private stakehaldm order to strengthen the skills for an
innovation-friendly society. Designing the businessironment is guestion of mentality. Creativity
means “to think outside the box” (Bradenburg, 20d8yond the compartmentalised thinking. A
SMEs manager needs to bpen-minded, not just be informed about new products and mdy o
promoting his own specialists subjects. The YeaCrdativity and Innovation is meant to increase
awareness of these necessities and to set umtitepriorities for education and research.
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