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Abstract

The economic recession’s effects on Romanian economy, the entrepreneurship realities in the
EU and Romania, and change management contributions to improve both of the above are the
main coordinates of this paper. While economic environment determines entrepreneurship
realities and highlights the need for a structured approach to change, entrepreneurship is
considered a booster for economic growth and change management is a booster for
enterprises’ activity. This paper aims to have both theoretical and practical contributions to
the manner enterprises approach their environment. A study on 37,593 Romanian companies,
clustered in 182 sub-industries and 35 industries, offered the necessary data for estimating a
risk coefficient, based on variation coefficients of key economic ratios, reported during 2008-
2013; between this risk coefficient and the insolvency rate of each sector a direct correlation
has been found. For instance, small enterprises having turnover of 100-500 k euros are the
most affected by economic recession, having the highest insolvency risk. Also, this paper
categorizes Romanian industries by the economic risk they are facing and provides
recommendations regarding Change Management usage in the current economic environment.
SMEs availability to change, in a structured manner, might be the only difference between
success and insolvency. Change management represents an important asset to these entities,
as to all organizations, especially during economic crisis and recession, helping them to
proactively relate to the turbulent environment.

Keywords: change management, entrepreneurship, small and medium enterprises, economic
recession, insolvency risk

Introduction organizations are craving for growth. All
enterprises go through change, but there

Organizations’ environment is changing are some which “proactively opt to change

rapidly, also forcing them to change in order
to survive. But surviving is not enough,
because capitalism rewards the adaptable
and the efficient (Gilpin, 2000) and

to take advantage of new growth and
opportunities”, while others “are forced to
quickly change to survive and remain
competitive” (PMI, 2014, p. 13).
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The rate of change has been accelerating in
the last decades, because of the increasing
value of information, technological
advances, economic globalization, pressure
on resources, population ageing,
diminishing markets’ regulations and so on.
Changing environment has been even more
virulent, starting with 2008, since “Europe
has been suffering the effects of the most
severe economic crisis it has seen in 50
years: for the first time in Europe there are
over 25 million unemployed and in the
majority of member states small and
medium-sized enterprises (SMEs) have not
yet been able to bounce back to their pre-
crisis levels” (European Commission, 2013,

p. 3).

The 2008 financial crisis, followed by a
strong economic recession, had various
long-term effects on individuals and
organizations - increasing debts, high
bankruptcy and unemployment rates,
inflation, rising prices, constricting austerity
programs etc., all these leading to a highly
turbulent environmental change, which
makes it even more difficult for
entrepreneurs to fully understand or
predict the outcome of economic
phenomena.

Although not all market sectors are
experiencing change to the same extent,
change management is a useful tool for all
entrepreneurs in this complex dynamic of
economic systems, where chaos and order
are coexisting (Abraham, Rempel and
Rogers, 2006). While “automotive, IT,
telecom and utilities report above-average
susceptibility  to change” (Project
Management Institute - PMI, 2013) and use
more frequently change management
instruments, other market sectors are less
open to organizational change management.
Resistance to change management is
reducing over time - the percentage of
companies using specific methodology
raised from 34% in 2003 to 79% in 2013
(Prosci, 2014). Also, studies prove that
change management is saving money,
constitutes an important competitive
advantage (PMI, 2014) and that there is a
high correlation between project’s success
and change management effectiveness
(Prosci, 2014).

Because of the financial crisis and economic
recession, “Europe faces a moment of

transformation” (European Commission,
2010, p. 5), when change can be beneficial,
or not, to entrepreneurs. Entrepreneurship
plays an important role in its economic
growth, contributing substantially to
income, output and employment (Edinburg
Group, 2013), and even getting involved in
solving social problems. In the EU, 99.8% of
existing companies are small and medium-
size enterprises (SMEs); they provide jobs
for 88.8 million people, generating 58.2% of
the added value and 28% of GDP (European
Commission, 2014). This is happening even
though “entrepreneurs in Europe find
themselves in a tough environment:
education does not offer the right
foundation for an entrepreneurial career,
difficult access to credits and markets,
difficulty in transferring business, the fear
of punitive sanctions in case of failure, and
burdensome administrative procedures”
(European Commission, 2013, p. 3). In
Romania, SMEs have a lower contribution to
the national added value than the average in
the EU (49.9% reported to 58.2% at EU28
level), mainly because of the low density of
SMESs reported to the number of population.
Still, according to the Romanian National
Statistic Institute (2014), SMEs represent
80% of existing companies and they
realized 57.9% of the enterprises’ total
turnover in 2012.

Considering the accelerating rate of change,
the  present organizational volatile
environment determined by economic
recession and SMEs important contribution
to economic growth, in spite of the specific
obstacles they are facing, change
management proves itself as being a critical
skill for Romanian and European
entrepreneurs affected by the economic
recession.

Entrepreneurship in EU and Romania

Entrepreneurship is considered a booster
for economic growth and a core objective of
European Union, this being reflected in its
multiple efforts to create the proper climate
for entrepreneurs: Lisbon European Council
in 2000, the Green Paper on
“Entrepreneurship in Europe” in 2003,
Europe 2020 Strategy in 2010, Small
business Act in 2008 (upgraded in 2011),
Industrial Policy Communication in 2012,
the support of European Social Fund for
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entrepreneurs through its financial and bureaucracy and willingness to take risks
business support services etc. (Parida et al., 2012).

Starting as SMEs, entrepreneurs usually Entrepreneurs are social actors, influenced
confront peculiar obstacles: lack of by the social, economic and political context
managerial and technical skills (Rahman (Uzunidis, Boutillier and Laperche, 2014),
and Ramos, 2010); organizational and who undertake “concrete actions in terms of
cultural issues regarding “venturing, initiating and performing activities related
customer involvement, external networking, to new venture creation” (Bayon, Vaillant
research and development (R&D) and Lafuente, 2015). Europeans consider
outsourcing, and external participations” (European  Commission, 2012) that
(Van de Vrande et al, 2009); comparative entrepreneurs are job creators (87%) and
with US SMEs, European SMEs face lower products’ and services’ creators (79%).
productivity, = growth  capacity = and

employment rate by their seventh year, By definition, an entrepreneur takes action
more difficulties in accessing finance, less towards initiating change. Whether it is the
innovating capabilities comparative to initial decision to become an entrepreneur
larger enterprises, frequent lack of or one of many decisions following, change
management and technical skills, rigidities is a part of an entrepreneur’s life. Analyzing
in labor markets at the national level, different business growing models (Fischer,
unawareness of existing opportunities, 2006; Churchill and Lewis, 1883; Nolan,
discouraging public authorities’ procedures 1979), we identified four main stages of
etc. (European Commission, 2008). But, development, with specific challenges
SMEs, also, have strengths helping them to predisposing to change (Table 1).

succeed: their adaptability, lack of

Table 1: Challenges generating change during business growth process

No. Main characteristics of business growth Challenges which generate change
stages
A - Validation Stage: 1-20 employees
1 | e The entrepreneur fulfills all necessary work e Unstable/unpredictable cash-flow;
(product development, administration, sales, e Limited capital;
recruitment etc.); ¢ Fluctuant and accelerated progress;
¢ The focus is on obtaining sales and proving the | e Operational delays/problems;
validity of the business idea; e Limited management knowledge and
e Recruiting and keeping the right employees is abilities;
imperative; e Difficulties in internal and external
e The communication style toward employees is communication;
critical, in order to achieve internal alignment | e Competitors’ strategic actions;
between entrepreneur and employees. o Initial failures, until finding the right
approach.
B - Establishment Stage: 21-60 employees
2 | ® The entrepreneur has to identify and impose ¢ Inadequate internal structure;
the company’s values, to validate and express e (Un)involvement of employees;
trust, delegating responsibilities; e Difficulties in internal
¢ The focus is on project management, communication;
procedures, processes and informational ¢ Unclear company values;
systems; e Resistance to change from multiple
¢ Building an internal, transparent, functional sources;
and self-regulating structure in the absence of | e Limited project management
the entrepreneur; maturity;
e Retention and development of suited ® Low level of entrepreneur’s training
managers becomes critical. for this stage.

C - Re-launching Stage: 61-100 employees
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Main characteristics of business growth

No. Challenges which generate change
stages
3 ¢ The focus is on consolidating sales, planning e Increased level of sales, new
activities, training and maintaining personnel; customers and markets;
¢ Atthe end of this stage, the entrepreneur has e Difficulties in foreseeing problems;
to leave the growth nurturing actions, in order | e High cost of losing expertise
to become a strategist, developing the (specialized employees);
company’s vision and discovering new ¢ Inadequate design of the company;
opportunities and markets. e Employees’ training.
D - Strategic Stage: over 100 employees
4 | o The entrepreneur’s priority is the optimal ¢ Engaging employees and their level

management of the company’s human
resources: obtaining employees’ satisfaction
and fidelity, attracting and maintaining good
professionals;

e The focus is on strategic planning in order to

increase the company competitiveness;

¢ The attention is oriented on differentiating

products and services and adapting to rapid

of satisfaction;

Attracting good professionals.
Inadequate company structure;
Undifferentiated products;

Low profit;

Slow product/service launching;
Fast market changes.

market changes.

Source: Adapted and restructured from Fischer, 2006; Churchill and Lewis, 1883; Nolan, 1979.

As seen in the table above, entrepreneurs
have to be prepared to cope with various
changes. Their ability to adapt helps them to
decide to be self-employed in the first place,
in spite of the risks implied, and helps them
now to overcome the challenges of their
enterprise growth, and even to transform
the failure into an asset, through
accumulated experience.

Considering the risks, only 37% Europeans
would rather be self-employed, while 58%
would prefer to work as employees. There
are three EU Member States where a
majority of respondents say that self-
employment is desirable: Romania (58%),
Bulgaria (58%), and Latvia (55%).
Regarding entrepreneurship in Romania,
Global Entrepreneurship Monitor (Nagy et
al., 2013) is reporting that Romanians are
“confident about their skills to start a new
business” (48%) and “their ability to
identify business opportunities” (32%), that
“the proportion of those involved in any
kind of entrepreneurial activity in Romania
has increased in the last three years” and
that the level of total early-stage
entrepreneurship activity (TEA) “is one of
the highest in the Central and Eastern
Europe region” (11.3%).

Romania is one of the Eastern European
states that have experienced a period of

profound structural change, while also
facing a significant population decline.
Global Entrepreneurship Monitor (Nagy et
al, 2013) offers some insights on the
Romanian economy and environmental
conditions  for entrepreneurs: after
decreasing between 2008 and 2010, GDP
started to increase, while inflation rate
decreased in 2013 by 1.6%.

Romanian legislation has been adapted over
the years to the international regulations, in
order to reduce barriers in SMEs
establishment and challenges in their
activity. Still, the main barriers to self-
employment perceived by Romanians are
lack of capital (48%) and the complexity of
administrative process (36%) (European
Commission, 2012), as well as cumbersome
regulations and high taxes, limited
entrepreneurial education at primary and
secondary level, and availability of financial
resources (Nagy et al.,, 2013).

Entrepreneurs are facing peculiar obstacles
and continuous change, originating in their
environment or in their business growth
process. Approaching change in a
structured manner can diminish the risks
associated with these and change
management is offering the necessary tools
to do this.
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The impact of economic crisis and
recession on Romanian industries

Since 2008, when the financial and
economic crisis started, economies have
been threatened, austerity measures have
been applied, social movements arisen, and
»,almost all governments engaged in
substantial deficit spending to inject
liquidity into financial markets and to fight
the economic downswing” (Schneider and
Kirchgdssner, 2009, p. 319). Even the
general laws of capitalism have been
discussed, Acemoglu and Robinson (2015, p.
3) arguing that Marx and Piketty (2014)
ignored ,key forces shaping how an
economy functions: the endogenous
evolution of technology and of the
institutions and the political equilibrium
that influences not only technology but also
how markets function and how the gains
from various different economic
arrangements are distributed”.

The purpose of our study was to evaluate
the impact of the economic crisis and
recession on Romanian industries, during
2008-2013, a period characterized by a
volatile organizational environment and
high pressure, especially for SMEs. The used
model is based on the assumption that in a
turbulent environment/period the
dispersion of performance indicators is
higher for particular industries, while a
lower dispersion is evidence of economic
stability and managerial congruence.

A Risk Coefficient has been calculated,
based on variation coefficients of eight
critical indicators - weighted according to
their level of importance - for 37,593 top
companies, from 182 sub-industries
grouped in 35 industries, containing both
private and public organizations. The Risk

Coefficient has been estimated starting from
the  following indicators:  variation
coefficients of Turnover (2013 vs. 2012 and
2013 wvs. 2008), variation -coefficient of
Employee number (2013 vs. 2008),
variation coefficients of Net profit margin
(2013 and 2008-2013), variation
coefficients of Receivables turnover (2013
and 2008-2013), and variation coefficient of
Inventory turnover (2008-2013).
Furthermore, in order to verify the model’s
validity, it has been estimated the
correlation between the resulted Risk
Coefficient for each industry and
insolvencies registered in that sector for the
analyzed period (Table 3); the resulted
correlation coefficient was 0.4, proving that
there is a direct, positive and significant
correlation between the two.

Based on the financial statements submitted
by companies during 2008-2013, it has
been established a ranking of main
industries by the number of insolvencies
(Table 2), differentiating between small,
medium and large enterprises (in terms of
turnover). As expected, Construction, Retail
and Wholesale occupied the first positions
in the top regarding insolvencies during the
five post-crisis years. It can be noticed that
small enterprises have been the most
injured by the recession, constituting
90.07% of insolvent enterprises and
ranging from 80.3% (Food industry) to
97.4% (Tourism and restaurants). These
have been followed by large enterprises,
constituting 5.67% of insolvent enterprises
and ranging from 1.2% (Tourism and
restaurants) to 12.8% (Food industry), and
medium enterprises, which handled better
the crisis, constituting only 4.26% on
Romanian enterprises, ranging from 1.4%
(Tourism and restaurants) to 7.1%
(Wholesale).

Table 2: Top 15 industries based on the number of insolvencies (2008-2013)

Share from the total number of
Total b insolvencies in the sector
otal number

No Industry of Small Medium Large

insolvencies enterprises | enterprises | enterprises
(<500K (500K-1 (> 1 MIL

euro) MIL euro) euro)

Construction 8,672 87.9% 4.5% 7.6%

2 | Retail 6,443 95.2% 1.9% 2.9%
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Share from the total number of
Total b insolvencies in the sector
otal number -
No. Industry of Smal.l Medlu_m Larg(::
insolvencies enterprises | enterprises | enterprises
(<500K (500K-1 (> 1 MIL
euro) MIL euro) euro)
3 | Wholesale 6,092 81.2% 7.1% 11.7%
4 | Transport & cargo 3,811 91.1% 4.4% 4.5%
5 Tourism &
Restaurants 3,320 97.4% 1.4% 1.2%
6 Textiles, clothing,
shoes 2,637 91.9% 4.1% 4.0%
7 Professional services 2,074 95.8% 2.0% 2.3%
8 Wood, paper,
furniture 1,895 89.1% 5.9% 5.1%
9 | Auto industry 1,632 86.5% 6.3% 7.2%
10 | Food industry 1,203 80.3% 6.9% 12.8%
11 | Agriculture 1,082 88.7% 4.6% 6.7%
12 | IT&C 952 92.9% 2.4% 4.7%
13 | Real-estate 922 94.5% 2.8% 2.7%
14 Media, pub. &
Publishing 904 92.1% 3.4% 4.4%
15 | Business aux. services 794 86.5% 6.2% 7.3%
42,433 90.07% 4.26% 5.67%

The total number of insolvencies for each
industry is a result of general economic
conditions, industry’s particular context and
management teams’ performance. Tourism
and restaurants was the most affected at
small enterprises level, but at medium and
large enterprises level, this industry has
been placed 15t in the Top of insolvencies.
While in small companies, Tourism,
Professional services and Retail had a
higher level of insolvencies, in medium and
large enterprises, Wholesale and Food
industry, followed by Auto (in medium
enterprises) and Constructions (in large
enterprises) had the higher risk, suggesting
that there are different “hot spots” in
different economic sectors.

Moreover, segmenting small enterprises in
those with a turnover under 100 k euros
and those with a turnover of 100 - 500 k
euros, we came to a very interesting finding.
Companies having the turnover under 100 k
euros registered a level of insolvency below
the general average in their sector (except 3
out of 35), while companies with a turnover
of 100 - 500 k euros are, generally,
positioned above average. Therefore, we
can state that small enterprises with a
turnover between 100,000-500,000 euros
are more affected by the current turbulent
business environment, facing important
challenges for their managers. Rates of
insolvency (number of insolvencies /
number of active companies), per industry
and companies’ size, are illustrated in Table
3.
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Table 3: The Risk Coefficient correlated with level of Insolvency
Rate of Insolvency by Industry and size
Rate of R of enterprises
Insolvency Risk Small .
No Industry by coeffici ! enterpri Medlu.m Largcle
Industry ent S ses (less enterprises enterprises
(%) K 500 K (500K-1 (over 1 MIL
MIL euro) euro)
euro)
Mining 6.60% 14 2.70% 4.70% 3.60%
Tourism & Restaurant 4.30% 12.1 1.50% 2.10% 1.70%
Industrial Equipment 8.70% 11.9 l: 2.10% 2.80% 2.90%
4 | Electrical & Electronic 3.40% 104 | 6 | 110% 1.80% 1.40%
Equipment H
5 Education 2.60% 10.4 1.00% 0.80% 0.00%
6 Hunting & Fishing 2.50% 9.8 1.00% 1.40% 3.30%
7 Constructions 4.70% 8.5 1.80% 3.10% 3.10%
9 Beverage industry 4.60% 8.3 1.60% 4.40% 3.60%
8 Real-estate 1.70% 8.3 M 0.60% 1.00% 1.30%
10 | Glass & Ceramics 4.40% 7.2 - 1.70% 2.00% 1.70%
11 | Media & Advertisement 2.50% 6.5 ]l) 0.90% 1.50% 1.90%
12 | Sanitation 6.00% 6.4 U 1.70% 2.90% 3.70%
13 | Metals 6.00% 5.8 M 2.00% 3.00% 3.80%
14 | Retail 1.90% 53 0.70% 1.00% 1.10%
15 | Food industry 4.30% 5 1.70% 2.20% 3.00%
16 | Energy 3.90% 4.5 1.40% 3.70% 3.00%
17 | Textiles & clothing 4.80% 4.4 1.80% 3.80% 3.50%
19 | Auto industry 6.70% 4 2.40% 2.60% 3.60%
18 | Wholesale 4.10% 4 1.20% 2.00% 2.40%
21 | IT&C 1.60% 3.8 0.50% 0.80% 0.80%
20 | Industrial activity 1.40% 3.8 0.50% 0.60% 1.10%
22 | Wood, paper & furniture 4.60% 3.7 1.90% 2.80% 3.10%
23 | Other activities 1.90% 3.6 0.70% 1.30% 1.00%
Financial Intermediaries & L
24 2.40% 3.2 0.60% 1.30% 1.60%
Insurance
25 | Chemistry 6.30% 31 0 2.00% 2.00% 2.10%
26 | Entertainment 2.50% 2.7 w 0.80% 1.50% 1.50%
27 | Professional services 1.50% 2.6 0.40% 0.90% 1.20%
28 | Business auxiliary services 2.80% 2 0.80% 2.20% 2.50%
29 | Pharmaceutical 2.60% 1.9 1.40% 1.00% 1.20%
30 | Transportation & Cargo 4.40% 1.8 1.20% 2.10% 2.40%
32 | Health 0.60% 1.7 0.20% 0.70% 0.60%
33 | Forestry 3.70% 1.7 1.70% 1.50% 2.00%
31 | Agriculture 3.80% 1.7 1.10% 1.00% 1.10%
34 | Public Administration 1.90% 1.6 0.30% 0.00% 0.00%
35 | Insurance 2.40% NA NA 0.80% 2.80% 0.00%
Total 3.20%
Correlation coefficient 0.4
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As already stated, the positive correlation
(0.4) between generated Risk Coefficient
and Romanian enterprises’ rate of
insolvency (by industry) certifies the
model’s validity and results. The study’s
results show that small enterprises,
especially the ones having turnover of
100,000-500,000 euros, need the most to be
efficient in change management, in
the Economic Recession context. Mining and
Education, also, find themselves in a very
risky situation, although they benefit of
protectionist regulations, even for private
organizations, change is much needed in
these fields.

Regarding the Risk Coefficient values, we
suggest that in industries with the highest
distribution of model’s ratios, there are
significant differences between
organizations regarding:

* managerial skills available to the
organizations;

e level of understanding of industry’s
change (in  general), and direct
competition’s evolution (in particular);

e level of adjustment to the current
business environment and/or to the specific
sector where they are activating;

e other factors influencing the level of
performance in the industry.

In this context, the industries showing the
largest variation for analyzed indicators are
the sectors with the highest business risk
and the highest need for change. To
simplify, we believe that change can be
achieved on following two segments:

e from less advantageous area to average
area: companies need to improve their
activity,  raising  their = performance
indicators towards sector’s average;

¢ from average area to most advantageous
area: companies need to take advantage of
the opportunities available on the industry,
in order to achieve exceptional results, just
as their competitors with excellent results.

Change Management benefits for
enterprises affected by economic
recession

Change management is “a process of
communicating and enforcing a program
consisting of clearly defined, time-framed
actions an organization needed to take from
an undesirable state A to a desirable state B,
with both states being clearly defined and
measurable” (Taher et al,, 2012, p. 347).

The first  theoretical papers on
organizational change management were
published in the ‘50s, but its recognition,
conceptualization and implementation
started in the ‘80s in private companies in
the USA (Prosci Inc, 2013). This way,
organizational change began to be managed
as a distinct process, capitalizing on a
structured and efficient approach, with
specific methodologies and instruments.

Since 2000, change management has been
widely accepted, becoming a necessary
ability for managers and leaders, as well as
for entrepreneurs. According to a study
carried out in 2014, on a sample of over 800
companies from all over the world, the use
of change management methodologies has
increased from 34% in 2003 up to 79% in
2013 (Prosci Inc, 2014), its wide
implementation proving its high efficiency.

Properly wused, change management is
helping the organization to adapt to its
environment and to achieve its objectives.
Project Management Institute (2014, p. 4)
shows that only 18% organizations
successfully manage strategic change
initiatives “to keep up with the volatile
global economy”. In these companies, “twice
as many strategic initiatives meet original
goals and are completed on time and on
budget” - compared to the companies less
effective in change management (p. 7); also,
“83 percent of them indicate a strong
financial condition compared to just 52
percent of their less effective counterparts”

(p- 8).

Change management implementation bears
numerous benefits, for all organizations,
regardless of their size and lifecycle:
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e Facilitates a high wunderstanding of
needed change and the way it is possible;

e Offers the instruments to adapt to the
present volatile business environment:
financial, technological and legislative
developments, consumers’ needs and
requests, competitors aggressive strategies
etc.;

e Makes possible the success of strategic
initiatives, which always involve change;

e Increases the effectiveness of
organizational projects, by meeting and
exceeding objectives, staying on schedule
and budget (Prosci, 2014);

e Reduces financial loss - “organizations
lose US$109 million for every US$1 billion
invested in all projects, due to poor project
performance” (PMI, 2014, p. 4);

e Helps enterprises becoming financially
stronger;

e Prepares people for change, reducing
their resistance;

e Reduces risks associated with change.

Although all organizations are
experimenting change, and therefore need
change management capabilities, there are
some for which change management is
critical in order to survive: small and
medium enterprises, especially those from
industries highly affected by economic
recession, as seen in the previous section.
SMEs’ activity has specific characteristics
and face specific obstacles, determining a
higher need for change management
capabilities:

e For smaller organizations, the effects of
the environment dynamism and complexity
seems to be even stronger (Busenitz and
Barney, 1997), facing a more hostile or
uncertain environment (Hambrick and
Crozier, 1985; Covin and Slevin, 1989);
change management proved itself very
useful in such environment;

e Unlike managers in large firms,
entrepreneurs do not have access to
extensive information sources (Gibcus,

Vermeulen and de Jong, 2009), which makes
change more hazardous; entrepreneurs
need external advice and information
regarding business environment and change
management, in order to diminish the risks;

e In small enterprises there is less room
for political decisions, with multiple actors
and their conflicting goals, since the
entrepreneur  makes  the  decisions
individually, as a single authoritarian
individual, as in the rational model (Gibcus,
Vermeulen and de Jong, 2009); hence, the
importance of entrepreneur’s formal change
management training and his readiness to
foster change;

e Entrepreneurs are “decisive, impatient,
action oriented individuals” (Smith et al,
1988: 224), favor individualism, do not
mind taking risks, are not egalitarians and
are more motivated to make money
(McGrath et al., 1992); in order to have a
structured change management approach,
entrepreneurs might hire an external
change agent, diminishing this way the costs
implied by developing specific internal
capabilities;

e SMEs, being less prosperous and
innovative than large enterprises
(Romanian National Statistic Institute,
2014; Commission of the European
Communities, 2008), do not afford the
general 70% rate of failure in change
initiatives (Keller and Aiken, 2009; Kotter,
1995);

e Difficult access of SMEs to finance and
discouraging public procedures
(Commission of the European Communities,
2008) are real obstacles in implementing
change efficiently.

Entrepreneurs have a critical role in change
management implementation, because
owners and employees perceive change
differently: while entrepreneurs “see
change as an opportunity for both the
business and themselves”, “employees
typically see change as disruptive, intrusive
and likely to involve loss” (PMI, 2014, p.9).
In order to favor the success of the change
initiative, entrepreneurs should have a
profound understanding of change and their
role in it, should have management and
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leadership skills, manifest active and visible
executive sponsorship for change process,
have a  strategic  perspective on
organizational development and formal
change management training, have
communication and coaching  skills,
demonstrate support and enthusiasm for
the change, manage resistance, and provide
support to the change project team.

Contributions and limits

The contribution of this paper resides in the
identification of the main challenges faced
by local entrepreneurs in different
development stages of their companies,
indicating the economic sectors in special
need of change management’s
implementation, in order to achieve
sustainable performance. Prioritizing “hot”,
risky industries is a new and much needed
insight regarding Romanian entrepreneurial
arena. This process is reflecting the
market’s specific challenges in the national
post-crisis business environment. The
study’s results can create awareness
regarding business risks and their impact
on organizations, which can influence
business owners’ and managers’ to focus on
their markets’ specifics and to allocate a
higher amount of resources for change
management.

Nevertheless, from an academic
perspective, further research on the matter
is recommended. An extension of the
research may be achieved by extending the
base of the analysis (a higher number of
analyzed companies and a longer timeline -
to improve the accuracy of our model) and
also by identifying new key variables for
evaluating economic performance. These
adjustments will contribute to the model’s
enhancement and calibration.

Practitioners will find particularly useful a
further exploration realized by: a deep-dive
at sub-industry level or working on cluster
analysis on connected or similar industries;
collection of insights and results of surveys
on top managers of companies from our
identified groups of risk (low, medium, high
risk industries). New studies, based on
managerial interviews and further data
analysis, will contribute to augment this
envisaged trend for literature and
managerial practice.

Conclusions

Three major topics are overlapping in this
paper - the economic recession’s effects on
Romanian economy, the entrepreneurship
realities in the EU and Romania, and change
management contributions to improve both
of the above. Synthetizing few of the
correlations between the three: economic
environment determines entrepreneurship
realities and highlights the need for a
structured approach to change;
entrepreneurship is considered a booster
for the economic growth, but has been
profoundly affected by the economic
recession; change management represents
an important asset to organization,
especially during the economic crisis and
recession, helping it to proactively relate to
its turbulent environment.

Since 2008, when the economic recession
started, European SMEs have been
confronted with lower productivity and
growth rate, lower capacity of innovation,
difficulty in accessing credits and markets,
difficulty in transferring business, punitive
sanctions in case of failure and burdensome
administrative procedures. During the
2008-2013 period, the Romanian economy
experienced a profound structural change,
while also facing a significant population
decline. The recovery process has already
begun - GDP started to increase in 2010,
inflation rate decreased in 2013 by 1.6%
and some of the most affected industries by
the crisis are recovering, reaching a low or
medium economic risk. In spite of that, the
number of active enterprises has been
continually  decreasing, while  most
insolvencies cases (90%) have been of small
enterprises.

Our set of analyses showed that small
enterprises having turnover between 100 -
500 k euros need the most to be efficient in
change management, in theeconomic
recession context, because of high business
risk. By estimating risk coefficients for 35
Romanian industries, it was possible to
identify Romanian economic sectors that
are highly challenged by the crisis (Tourism
& Restaurant, Industrial Equipment,
Electrical & Electronic Equipment and
Constructions) and the ones that are in
recovering process with a medium risk
coefficient (Real estate, Beverage industry,
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Glass & Ceramics, Media & Advertisement,
Sanitation, Metals, Retail and Food
industry). These last industries also need a
special focus on change management.

Change management implementation bears
numerous benefits, for all organizations,
regardless of their size, lifecycle or industry,
but small enterprises’ peculiarities,
especially when affected by recession, entail
an even higher need for change
management capabilities. This is because
the effects of the environment dynamism
and complexity seem to be even stronger in
smaller organizations, while entrepreneurs
do not have access to extensive information
sources as managers of larger companies or
multinationals.

Considering that the only constant in an
entrepreneur’s life is change, from start-up
level until a large company, and that while
executives see change as an opportunity,
employees see it as disruptive, intrusive and
likely to involve loss, it is obviously
necessary to manage changes in a
structured and efficient manner. This might
be the only difference between success and
failure or insolvency.
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