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INTRODUCTION 

 

The economy of the European Union has gone through phases of reforms, and its 

development directions are represented by elements such as: stability; economic and financial 

progress; legislative changes; research and development; implementation of a modern framework 

to ensure the creation of a green economy in order to reduce and eliminate carbon emissions. 

Within this process, a first step is represented by small and medium-sized enterprises from the 

European Union. 

 

Research aim 

The transformations taking place in these economic entities are presented in the Ph.D. 

thesis suggestively titled Empirical studies on equilibrium, performance and risks regarding the 

activity of small and medium-sized enterprises in Romania and in the European context. 

Through an interdisciplinary approach from fields such as finance, management and economics, 

the Ph.D. thesis aims to identify and optimize financial resources, but also to analyze the way in 

which they are distributed and managed by small and medium-sized enterprises. 

The research aim is to highlight how to achieve financial equilibrium, increase financial 

performance and prevent risks in the business of European small and medium-sized enterprises 

(SMEs). 

Being aware of the general and particular aspects of ensuring financial equilibrium, 

financial performance and risk prevention represents the safe path for the economic development 

of European countries under the conditions of eliminating carbon monoxide emissions, with major 

implications for the health of the entire population in Europe. 

 

Research objectives 

The research is based around the general objective, namely the analysis of financial 

equilibrium, financial performance and risk in small and medium-sized enterprises, as well as the 

analysis of the effects they exert on the management of these enterprises. 

In addition to this main objective, the Ph.D. thesis has four secondary objectives, divided 

into the four chapters: 

Obiective 1. Knowledge and understanding of concepts related to financial equilibrium, 

financial performance and risks. 
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Obiective 2. Identifying and analyzing ways to strengthen financial equilibrium and 

financial performance, predicting risks at the level of small and medium-sized enterprises in the 

textile industry, furniture industry, IT industry and pharmaceutical industry. 

Obiective 3. Correlating financial equilibrium and performance with the risks associated 

with this business. 

Obiective 4. Analysis of the activity of SMEs in the European Union on three dimensions: 

equilibrium, performance, risks. 

 

Research methodology 

In elaborating my Ph.D. thesis, I used fundamental (theoretical) research and empirical 

research based on the method of comparison, correlation, and econometric modeling. 

The qualitative approach to research is based on interpretation, comprehension and 

involves a consistent effort in presenting the opinions of different specialists in the financial field 

with the aim of obtaining new information and issuing new theories in this field of scientific 

research. In this sense, the analysis and systematization of opinions from the literature is essential 

for achieving the objectives of this research topic. The scientific works that I studied are 

approached as a unitary whole, and this method favors both the development of new concepts and 

the completion of previously defined concepts. 

To collect data, I used exploratory analysis, accessing databases such as those of the 

National Agency for Fiscal Administration (ANAF), the World Bank, the Organization for 

Economic Cooperation and Development (OECD), and the European Union (Eurostat). Thus, I 

employed methods such as observation, qualitative analysis, quantitative analysis, comparison, 

systematization, and data grouping. 

 

Research hypotheses 

Identifying the financing needs of SMEs, the sources of financing and their efficient use 

essentially determine the equilibrium, performance and risk of small and medium-sized 

enterprises. The research was carried out starting from the following hypotheses presented in the 

form of four questions whose answers are debated in the content of the thesis: 

a) Does the correct identification of financing needs contribute to ensuring equilibrium 

in small and medium-sized enterprises? 

b) Does the efficient use of funds by small and medium-sized enterprises generate their 

performance? 
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c) Does developing managerial capacity to attract additional funds ensure risk prevention 

in the activity of small and medium-sized enterprises? 

d) Is empirical research useful in ensuring equilibrium, performance and risk prevention 

in the business of small and medium-sized enterprises? 

 

Thesis structure 

The Ph.D. thesis contains four chapters and a part with conclusions and 

recommendations. 

The opening chapter of the thesis, generically titled “Role of small and medium-sized 

enterprises in economic development. Empirical studies in member states of the European Union”, 

highlights the importance of this sector in the economy. Throughout the chapter, the concept is 

analyzed by reviewing the literature, its evolution in the context of legal regulations both from the 

perspective of Romanian legislative norms and at the European level. Also, in this chapter I 

analyzed how research-development and innovation of small and medium-sized enterprises ensure 

economic growth in the member countries of the European Union. Studying the concept of green 

economy in the European context and how factors that amplify this new type of economy 

represents another objective of the chapter. At the end of this chapter I presented the ways in which 

small and medium-sized enterprises can influence economic growth in Romania. 

In the second chapter entitled “Equilibrium and financing in small and medium-sized 

enterprises. Empirical studies in Romania and the European Union”, aspects regarding liquidity 

and solvency are analyzed on a sample of 123 SMEs in Romania, divided into four industries 

(textile, furniture, IT, pharmaceutical), as well as the financing methods of SMEs in Romania and 

the European Union. 

The third chapter entitled “Financial performance of small and medium-sized enterprises 

in Romania” contains the empirical analysis of the financial performance in 123 small and 

medium-sized enterprises in Romania, with details on each of the four industries. This topic was 

approached in the context of financial circuit management on the three components: operational 

activity, investment activity, financing activity. 

The final chapter entitled “Risk assessment in small and medium-sized enterprises” 

includes risk assessment methods for both SMEs in Romania and SMEs from the European Union 

(OECD members). 

The Ph.D. thesis concludes with the section on Conclusions and recommendations 

drawn from the research on financial equilibrium, financial performance and risks for SMEs from 

Romania and the European Union. 
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CHAPTER 1. ROLE OF SMALL AND MEDIUM-SIZED ENTERPRISES IN 

ECONOMIC DEVELOPMENT. EMPIRICAL STUDIES IN ROMANIA 

AND THE EUROPEAN UNION 

 

The market economy is characterized by two basic features: private property and a 

decentralized economic system. From the entrepreneur’s point of view, private property is what 

motivates the entrepreneur, and the decentralized economic system allows him to act according to 

the situation, possibilities and his own strategy. Both features stimulate entrepreneurs to achieve 

business performance. 

In recent years, characterized by spectacular changes in the economy of the member states 

of the European Union, small and medium-sized enterprises have become the main engine of 

development for these economies. SMEs are of particular importance in regional development due 

to the financial facilities offered by the European Union. They create new jobs, contribute to the 

growth of the gross domestic product, stimulate the growth of exports, develop the green economy 

and in this way participate in achieving economic and financial stability at the macroeconomic 

level. Also, most of the recent inventions and innovations are carried out in small and medium-

sized enterprises. There is no doubt that all the achievements of small and medium-sized 

enterprises are closely related to the state of profitability of entrepreneurial activity, which is the 

engine for the development of small and medium-sized enterprises and the growth of the gross 

domestic product in the European Union. 

These economic entities play an essential role in the European Union economy due to 

innovation and research and development, being a benchmark of economic and social cohesion. 

At the same time, SMEs in the European Union create new jobs, ensure the well -being of the 

population in the member countries. For example, in 2022, about 24.3 million SMEs (99% of their 

total) provided approximately 84.9 million jobs. The benefits of these entities are countless: 1) 

they contribute substantially to the increase in state budget revenues; 2) they contribute to the 

achievement of gross domestic product; 3) they stimulate the growth of exports by balancing the 

trade balance and reducing the deficit in the balance of payments. As a result of the implementation 

of a development strategy for green economy, SMEs respond more quickly to competitiveness on 

international markets and adapt in a shorter time to cyclical changes in the global economy. Also, 

a large part of recent inventions and innovations were made in small and medium-sized enterprises. 

SMEs are important elements of a functioning market economy and constitute the basis of 

modern society. Moreover, economic reality shows that these economic entities develop strong 

complementary relationships and are main promoters of European, social, local and regional 



8 
 

integration. Therefore, national authorities must create an optimal environment for SMEs and 

entrepreneurial initiatives. As small and medium-sized enterprises face some difficulties in 

accessing credit (especially in the start-up phase), the European Commission has decided that 

SMEs represent one of its priorities. 

 The two empirical studies conducted on a sample of SMEs in the European Union 

(including the United Kingdom) for the period 2005‒2023 showed that the research and 

development variable had an important contribution to both GDP growth and value added growth. 

Also, in the case of the empirical study conducted on the 123 SMEs in Romania, the results 

indicated that there is a concave relationship with a minimum point between GDP and the cost 

rate. At the same time, the value added rate was positively influenced by labor productivity, the 

rest of the exogenous variables negatively influencing the value added obtained between 2013‒

2022. In addition, the detailed analysis of the observations broken down by four industries (i.e., 

textile, furniture, IT, pharmaceutical) confirmed the aforementioned results. 

  



9 
 

CHAPTER 2. EQUILIBRIUM AND FINANCING IN SMALL AND 

MEDIUM-SIZED ENTERPRISES. EMPIRICAL STUDIES IN ROMANIA 

AND THE EUROPEAN UNION  

 

Small and medium-sized enterprises make an important contribution to the national 

economy. The results of their activity are found in the annual financial statements, which are 

prepared in accordance with the tax regulations and enacted legislation. However, the accounting 

information that underlies the preparation of financial statements is insufficiently used in the 

decision-making processes and in the management of SMEs. Therefore, the internal reports of 

SMEs must detail the financial position, performance and risk of a business. Internal reports 

constitute one of the important premises for the long-term growth and development of SMEs. 

The main tools and techniques for analyzing financial statements are well known. 

However, financial statement analysis is not limited to horizontal and vertical analysis. Financial 

statement analysis is important because reporting is accepted in the business practice of large 

enterprises due to the simplicity of calculating and using financial statements. Taking this into 

account, Žager, Sačer and Dečman (2012) state that financial statements indicate trends and 

dynamics of the position and performance of SMEs. 

Financial equilibrium has the following elements: 

➢ Belongs to the economic equilibrium; 

➢ Represents a state for the financial mechanism of the enterprise; 

➢ Is dynamic; 

➢ It is accomplished at microeconomic level, being also a prerequisite for achieving 

macroeconomic equilibrium. 

In addition, financial equilibrium can be analyzed from various perspectives: 

Depending on the aggregation level: microeconomic, mezoeconomic, macroeconomic; 

Depending on the method of implementation and period analyzed: static, dynamic; 

Depending on the time factor: short-term equilibrium (less than 1 year), medium-term equilibrium 

(3‒5 years) and long-term equilibrium (over 10 years); 

Depending on the number of variables analyzed: partial, total; 

Depending on the analysis moment: post factum, current, forecasted. 

 The financial equilibrium of the enterprise must be viewed in a broader context, namely 

through the prism of liquidity, solvency, through the prism of sources and uses, and last but not 

least through the prism of the balance sheet, profit and loss account and cash flows. 

 



10 
 

In this chapter, I analyzed the main determinants of the cost of loans and equity using 

macroeconomic data on the activity of new SMEs in 28 European countries during the period 

2005–2023. At the European Union level, I found that the value of the cost of loans was influenced 

by non-bank loans (NBL) and the increase in the volume of loss-making loans (NPL). From an 

economic point of view, the increase in the volume of non-bank loans determines the increase in 

financial costs as SMEs borrow from banks at very high interest rates, therefore financing becomes 

expensive. Non-performing loans influenced the cost of loans: their significant increase 

determined the decrease in the cost of the loans. As a result, small and medium-sized enterprises 

in the European Union were unable to repay loans contracted from commercial banks. These loans 

were either covered by the public budget or from European funds, especially during the pandemic. 

In this way, the bank interests of SMEs were substantially reduced. 

Comparing SMEs in Western European countries with those in Eastern Europe, we found 

that for Western Europe, in addition to the aforementioned factors, the legal rights constraints 

index (LRIND) and imports into the EU area (EUIMP) contributed to reducing the cost of loans. 

The number of days taken into account in calculating interest positively influenced the cost of 

credit contracted by SMEs as a result of refinancing loans with a lower interest rate, but over a 

longer period. For Eastern European countries, the interest rate (INTRATE) decreased and 

generated a mitigation in the cost of the loan. At the same time, imports into the EU area (EUIMP) 

increased and attracted new credits to finance imports. 

 The research results showed that, across the European Union, equity and capital raised 

from banks, business angels and public funding positively influenced the growth of funds. 

Financing from private lenders decreased significantly, leading to a reduction in SME funds. For 

Eastern Europe, the growth in financing is explained only by bank loans, with the remaining 

sources of financing being insignificant. 

In my view, the European Union should support these entities with additional funds by 

allocating grants for the payment of a portion from the salaries and contributions of employees, 

given the importance of SMEs in the European economy. Recently, I have noticed a permanent 

concern of the European Commission for the financial support granted to small and medium-sized 

enterprises. Thus, a first direction of support during the COVID-19 pandemic consisted in the 

allocation of European funds for the payment of rent (especially in the HoReCa sector), part of the 

utilities of SMEs, as well as facilitating access to the European market for products and services.  

Another support action came from the governments of EU member states through facilities 

granted for the payment of taxes and duties (e.g., reducing VAT rates in the HoReCa sector).  
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Last but not least, support for small and medium-sized enterprises also came from Western 

European banks, which, through credit access facilities, became more involved in economic 

activity in the European Union. From the econometric analysis, I found that the banking sector in 

Eastern Europe was not willing to grant loans on favorable terms for high-risk SMEs. Also, the 

bureaucratic formalities of some banks in granting loans (especially for working capital) 

contributed to the rejection of many applications for loan access by SMEs during the financial 

banking crisis and the sovereign debt crisis of 2007‒2013. 

Reducing the cost of credit can be achieved by reducing the interest rate, reducing bank 

fees and charges and mitigating the time for paying invoices to SMEs’ suppliers. At the same time, 

there is a great willingness on the part of local authorities to support these enterprises by directly 

awarding infrastructure works, purchasing products and services necessary for the activities of 

central and local public institutions, for job creation, by increasing fiscal obligations to the local 

and public budgets. 

From the empirical research, I concluded that for new projects there were funds made 

available to SMEs from business angel investors, especially in Western Europe, as well as other 

investors who wanted the economic activity of SMEs to return to normal. 
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CHAPTER 3. FINANCIAL PERFORMANCE OF SMALL AND 

MEDIUM-SIZED ENTERPRISES IN ROMANIA 

   

Any economic entity monitors its economic activities through the results obtained. To the 

extent that these results are favorable, they represent the added value created by the entity and at 

the same time a means of remuneration for the production factors (Onofrei, 2004: 261). Also, in a 

market economy, economic entities survive on the market if they generate added value. 

According to van Greuning (2005: 27), profitability provides information on the way in 

which the profit margin is associated with sales and capital. In essence, profit is calculated by 

making the difference between revenue and expenses. The level of revenue generated depends on 

a number of factors such as the structure and volume of production, the quality of products and 

services sold, the selling price (Onofrei, 2004: 262). Profit is a reward that the economic agent 

obtains from the use of its own capital and professional training, the management of economic 

activity, the materialization of ideas and talent, the marketing and valorization of goods. 

Profitability is the ability of the enterprise to generate higher revenue than the expenses 

incurred, these elements being presented in the profit and loss account. The financial situation of 

the small and medium-sized enterprise is analyzed both internally (management) and externally 

(investors, creditors). 

The internal analysis of the management team focuses on certain parts of the enterprise. 

Investors and creditors focus on the whole to make decisions regarding an investment in the 

enterprise or a credit extension. Current and potential investors are interested in the ability of the 

enterprise to generate profit because the level of profit determines the amount of dividends paid 

and the future price of shares. Therefore, investors try to determine the future profit  of the 

enterprise based on past profit. 

The financial status of a small and medium-sized enterprise can be analyzed in various 

ways, as follows: 

➢ increase or decrease of an element (absolute value), from one period to another; 

➢ percentage increase or decrease of an element, from one period to another; 

➢ future trends; 

➢ percentage of an element into the whole; 

➢ structure ratios. 

The first two methods are based on a comparative analysis of the financial situation. Trend 

analysis is similar to horizontal analysis, except that a benchmark year or period is chosen, and 
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comparisons are made related to this benchmark. Information can also be obtained through vertical 

analysis based on a financial statement, according to which each element is expressed as a 

percentage of a total. This type of analysis is especially useful if the profit and loss account is 

analyzed (e.g., the percentage of cost of goods sold). Financial statements expressed only in 

percentage values are standardized ones. For example, all elements of a balance sheet are 

expressed as percentages of total assets, while elements of the profit and loss account represent a 

percentage of the total revenues or total expenses of the enterprise. Indicators that appear in the 

form of financial ratios indicate the existence of logical relationships between certain elements of 

a financial statement. An indicator can illustrate the relationships between two elements of the 

same statement or two elements of different statements (e.g., balance sheet, profit and loss 

account). However, in this case, the basic condition is that there is a logical connection from an 

economic perspective. 

The empirical studies presented in this chapter have shown that the performance of small 

and medium-sized enterprises in different sectors of activity in Romania was closely related to the 

costs of the enterprise, its asset structure, liquidity and solvency. Thus, there is a non-monotonic 

relationship between the financial performance of SMEs and their costs. Therefore, with a 1% 

increase in the exogenous variable RCOST, the dependent variables will decrease significantly to 

a minimum point, after which any increase in costs will determine the increase in financial 

performance. 

I have also showed that there was a linear relationship between performance ratios and 

asset structure ratios. The empirical results indicated that the fixed asset ratio positively influenced 

the ROA and RRG factors and negatively the ROS and ROE factors. From an economic 

perspective, SMEs in Romania efficiently use the fixed assets they own to generate profit from 

their operating activity. At the same time, the negative impact on the ROS and ROE performance 

ratios can be justified as follows: the turnover of fixed assets has slowed down, and the profit 

obtained was insufficient to increase performance. Also, the slowdown in the turnover of 

inventories, receivables and cash flow explains from an economic point of view the negative 

impact on the performance of small and medium-sized enterprises. 

I identified a linear relationship between financial performance and liquidity. In this sense, 

liquidity ratios had a positive impact on the performance status measured by ROS, ROE and RRG, 

but also a negative impact on ROA. According to the economic literature, the positive influence 

of liquidity ratios is explained by the fact that these ratios are closely connected to current assets 

and their financing from short-term loans. 
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Based on empirical data, I found that solvency ratios also had a relevant impact on the 

performance of small and medium-sized enterprises. Their positive influence on some 

performance ratios is explained by the fact that long-term financing provided additional resources 

for the development of the operating process and investment process. The negative influence is 

explained by the fact that the fixed assets and current assets of the analyzed SMEs did not generate 

enough cash to finance the operating cycle, investment cycle and financing cycle. 
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CHAPTER 4. RISK ASSESSMENT IN THE BUSINESS OF 

SMALL AND MEDIUM-SIZED ENTERPRISES  

 

In the current economic context, there are numerous attempts to identify the best way to 

measure the prediction of corporate bankruptcy. Many researchers have focused on defining the 

concept of “bankruptcy” in recent decades (Charitou et al., 2004; Daubie & Meskens, 2002; Van 

Caillie, 1999), and the proposed models have been built on the criterion of “financial distress” 

(Laitinen, 1994), implicit lending (Ward & Foster, 1997), capital reconstructions, informal 

government renegotiations and renegotiations with banks (Agarwal & Taffler, 2008). 

The Z-score model introduced by Altman (1968) and the revisions that followed between 

1983 and 2005 have dominated empirical studies. Therefore, although this model has existed for 

over 57 years, it is heavily used in research and practice, being the main tool or support for 

predicting the financial difficulty of companies, especially Italian ones (Altman et al., 2013). 

Altman model is still applied because it focuses on the basic elements that allow SMEs to 

determine their financial stability and profitability. 

The chapter focuses on the application of Altman Z-score model to small and medium-

sized enterprises in Romania. The chapter also evaluates the effectiveness of the revised Z’-score 

(Altman, 1993) in predicting bankruptcy in the textile, furniture, IT and pharmaceutical industries 

for SMEs in member states of the European Union, belonging to the OECD. 

From the analysis conducted, I found that, out of the 1,230 observations, 21.95% indicated 

a state of insolvency, 38.21% indicated a state of temporary financial difficulty, and 39.84% 

suggested a financially robust state. 

Another possibility for estimating the risk of bankruptcy is to analyze the degree to which 

SMEs in Romania fully finance fixed assets from equity. According to the empirical results, in the 

case of SMEs that do not fully finance fixed assets from equity, the favorable influence of 

receivables ratio and general rate of return is explained as follows: some of the SMEs have 

registered a sustained commercial activity, which generates a significant gross profit and an 

increase in equity; thus, some investments are financed from their own financial resources. The 

negative influence of current liquidity ratio is explained by the fact that operating funds are used 

in the operating activity and are not used in the investment activity. 

In the case of SMEs that fully finance fixed assets from equity, the positive influence of the 

return on assets ratio is explained as follows: SMEs recorded a significant profitability, which 

contributed to the increase in equity and to the increased financing of investments in fixed assets. 
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On the other hand, the increase in equity as a result of net profit generated by SMEs determined 

an additional financing of fixed and current assets. The negative influence of return on equity is 

due to the fact that the growth rate of net profit was lower than the growth rate of equity. 

The analysis of the evolution in the number of bankruptcies showed that 35.39% of its 

variation is due to the influence of the factors considered. From an economic perspective, the 

increase in the number of bankruptcies was significantly influenced by the increase in the number 

of loan applications and growth rate of the number of application rejections. In the absence of 

financing sources, some small and medium-sized enterprises went bankrupt. Also, the increase in 

the volume of outstanding loans and non-performing loans had a negative impact on the decrease 

in the number of bankruptcies, because the postponement of loan installment payments created a 

temporary surplus of funds for SMEs. 

Another aspect analyzed was the evolution of annual rate of bankruptcies. From an 

economic point of view, the annual increase in the rate of bankruptcies of SMEs was determined 

by the increase in the rate of non-performing loans, number of loan applications and the growth 

rate in the number of rejections for these applications. Similarly, the increase in the volume of 

outstanding loans determined a decrease in the annual growth rate for the number of bankruptcies. 

Empirical analysis of venture capital suggested that an annual increase in the venture 

capital rate was also influenced by the increase in the non-performing loan rate, the number of 

loan applications, and the growth rate of the number of rejections for these applications. Also, 

outstanding loans caused a decrease in venture capital. 
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CONCLUSIONS AND RECOMMENDATIONS 

 

In my Ph.D. thesis entitled “Empirical studies on equilibrium, performance and risks 

regarding the activity of small and medium-sized enterprises in Romania and in the European 

context”, I highlighted the importance of small and medium-sized enterprises (SMEs) for 

economic activity. 

I have found that the last ten years have been characterized by considerable changes in 

technical, economic, social, informational, educational, cultural and political terms. In this context, 

SMEs represent an essential element for the development of a modern and dynamic economy. 

Moreover, SMEs play an important role in supporting social and regional development. The 

experience of the European Union shows that small and medium-sized enterprises generate jobs 

within the common market, contribute to a large extent to the achievement of GDP and the growth 

of exports, supporting macroeconomic stability and growth. 

Also, many recent inventions and innovations have been achieved by small and medium-

sized enterprises, and dynamic leading companies (e.g., IT, e-commerce, genetics, biotechnology) 

are or were until recently also SMEs. Notable achievements of all these economic entities are 

closely linked to performance, which is the engine of SME development and the GDP of the 

European Union countries. 

The econometric analyses presented in this Ph.D. thesis are based on a system of financial 

indicators that highlight the equilibrium, performance and risk of bankruptcy in the activity of 

SMEs in Romania and the European Union. 

 The aim of the Ph.D. thesis was to identify the steps taken by the financial analyst in 

substantiating the decision to lend to SMEs based on liquidity, solvency and profitability 

indicators. Throughout this process, one aims to identify the strengths and weaknesses of an 

enterprise, from a financial point of view. One also analyzes how these aspects will influence the 

future evolution of the enterprise to highlight the risks to which the respective economic entity is 

exposed. 

The picture provided by the financial analysis of small and medium-sized enterprises 

weighs considerably in substantiating the lending decision, the difference being covered by the so-

called “non-financial aspects”, but also by the financial analyst’s assessment of the viability of the 

business carried out by the enterprise. Thus, it was observed that one SME can be successfully 

credited even if it registers a less positive evolution at a certain point. At the same time, a loan 

granted to a SME that had a very good evolution up to a certain date can turn into a loan taken off 

the balance sheet in a short period of time. 
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