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AUTUMN MESSAGE OF THE SCIENTIFIC DIRECTOR

Distinguished Readers and Friends,

This special issue of the ERENET PROFILE contains
papers on entrepreneurhip, SMEs and industrial branches presented
by the participants of the ERENET Session of the 15th
International Conference on Management, Enterprise and
Benchmarking the MEB 2017 at the Keleti Faculty of Business

and Management of Dbuda University in Budapest. A
under the issuing number ISBN 9B34430272.

15 years ago the Keleti Faculty of Business an
with publishing the volume of OManagement, Enterpl

The growing international competition in the ecocainarena has created a demand to establish a
forum several years ago in order to improve quality and education efficiency on the field of management,
enterprise and benchmarking. The aim of the conference was to provide researchers and practitioners from
higher education, academia and industry with a platform to report on recent developments in the area of
economy.

The key topic of aManagement , Enterprise & Be
0Gl obal chall enges, | earchark of 43 istermationab and 8 domesticshighern d  r
educational institutions from 11 countries try to answer the questions with 47 new studies. The volume
contains the edited and reviewed materials of the best presentations of Management, Enterprise &
Benctmarking Conference.

Professor Dr. |l stv8n Tak8cs expressed the effc¢
and all those persons responsible for the background activities from local arrangements to conference
secretariat. Especially we thank to

M1 Dr . A n d r 8DBxan Mfetdev Fagulty who supported the organisation of the MEB 2017
Conference.
1 KataHannaB § | - | £tvaEB®ks, andmddexandra V®csey, who

of the conference as well as for this volume,

T Dr . A n t &EientifiSirackor, who promotes our issue among the members of ERENET
(Enterpreneurship Research and Education Network of IG&nvpean Universities),

T Dr. Gy°rgy Kadocsa, whom thoughts gives the ba

T furthermore to al/l coll egues, whods sacrificin

Dr.AntalSz a b -
Scientific Director of EREET
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Dr.AntalSz ab -

Scientific Director of ERENET Network
Budapest, Hungary
E-mail:erenetszabo@gmail.com

GREEN SMEs IN THE EUROPEAN UNION

ABSTRACT

The paper presents the definition and concept of the green economy based on the concept of the
United Nations Environment Program, which is improved human well-being and social equity, while
significantly reducing environmental risks and ecological scarcities. The green economy incorporates
means achieving sustainable economic development in areas as improving human well-being, increasing
social equity, reducing environmental and ecological risks.

The paper highlights the eco-innovation by the European Commission DG Environment and the
project aiming to compile the Eco-Innovation Observatory. The holistic approach of the eco-innovation
process i s presented. The Afgreen transformationo i s
themselves as important suppliers of goods and services. The European Commission has recently
prepared a Green Action Plan (GAP) for SMEs, which give a clear direction and framework for aims to (i)
improve resource efficiency of European SMEs and (ii) support green entrepreneurship. The GAP aims to
contribute to the re-industrialisation of Europe by enhancing SMEs competitiveness and supporting green
business developments across all European regions

Finally the paper presents the main European green entrepreneurship and business awards.
KEYWORDS

Green economy, eco-innovation, Eco-Innovation Observatory, European Commission green
action play, green SME awards

JEL Code: Q2, Q38, Q58

Motto.
owe do not inherit the FEart
we borrow [t from ou

Native American Proverb

PREFACE

With over 7.4 billion people in the world today, human consumption of natmuateghas
increased exponentially in recent years to the point where our natural resources are insufficient to keep up
with demand. This evarcreasing human consumption, the solid waste produced by the world population as
well as the industrial wastevdhangendered ecological scarcity and aggravated the deterioration of our
environment. According to the Global Footprint Network, the humanity uses the equivalent of 1.5 planets to
provide the resources we use and absorb our waste. This means thattdlegare year and six months
to regenerate what we use in a year. In this respscistamability is a matter of life and death for
people on the planetlt is a necessary must to end the overshoot, and consider the environmedtal issue
addition tdkeeping the peace as primary -gasthe most important task for the mankind.

1. THE GEERN ECONOMY
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There is no single definition of the Green Economy. Instead, the Green Economy is viewed as a
unifying articulation @ustainable development

United Nations definest he concept of a green economy ocar
growth paradigm that is friendly to the earthds e
Environment can no longer be treated in isolation from maingtceawmic policy. In spite of this fact, in
most cases, the environment continues to be addressed as a separate component without clear linkages to the

social and economic aspects.

In 2011, the United Nations Environment Progr&MEP - has developed aovking definition of
a green economy as one that resuitsgroved human weltbeing and social equity, while significantly
reducing environmental risks and ecological scarcitiedn its simplest expression, a green economy can
be thought of as one whiisiow carbon, resource efficientandsocially inclusive [1]

In September 2015, thiN General Assemblyformally established Sustainable Development
Goals (SDGs)to be addressed by 2030, thus providing a common framework for public and private
stakehtalers to set their agendas and define their policies and strategies over the next 15 years. (See Exhibit)
[2] TheGeneral Assembéajso adopted the UNEP strategicpapefénn i ncl usi ve green
summary f oirn |vhideh s®o n areq tirsularityy eolfaboraton, sokdarity, resilience,
opportunity,and nt er dependefBced pointed out.

An Inclusive Green Economyis an alternative to today's dominant economic model, which
generates widespread environmental and health riskgagesowasteful consumption armtuction,
drives ecological and resource scarcities and results in inequality. It is an opportunity to advance both
sustainability and social equity as functions of a stable and prdiserdatsystem within the camt® of
a finite and fragile planet. It is a pathway towards achieving the 2030 Agenda for Sustainable Development,
eradicating poverty whdafeguarding the ecological thresholds, which underpin human hedd#ingvell
and development.

Critically, the oncept of the green economy is not just
achieving the sustainable development in the following important areas:

A Improving human welieing: securing better healthcare, faith against the new infectiouss liksease
HIV, Ebola virus disease and Zika viugreventive drugs measures, improving the education and
safeguarding the job security;

A Increasing social equity: launching poverty alleviation programs and ensuring social, economic and
financial inclusign

A Reducing environmental risks: addressing climate change, managing deforestation and desertification,
melting of the North Pole and Antarctic, the release of hazardous chemicals and pollutants, and
excessive or mismanaged waste; and

A Reducing ecologicstarcities: securing access to freshwater, natural resources and improving soil
fertility.

Eric Usher, Head of the UN Environment Finance Initiative estimated, thbiéoirey the SDGs
the global action plan to end poverty, combat climate changetanttpe environmertUSDS5 to 7 trillion
needed through 203@n 30 January 2017, nearly 20 leading banks, financial instituaodsinvestors in
Paris set standards sets USDG6.6 trillion in assets as the Principles for Positive Impact Finamabker sus
investments.

What is Ecolnnovation?

Any form of innovation aiming at significant and demonstrable progress towards the goal of
sustainable development. This can be achieved either by reducing the environmental impact or achieving a
more efficiat and responsible use of resouf&gs.
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IN CONNECTION WITH THE GREEN ECONOMY THE OTHER IMPORTANT ISSUE IS
THE ECO -INNOVATION.

0 E dnmovation is any innovation that reduces the use of natural resources and déteeases
release of harmful substancessacthe whole lfe y c [B]e . 0

Eco-innovation projects will therefore aim to produce quality products with less environmental
impact, whilst innovation can also include moving towards more environmentally friendly production
processes and servicesnditely they will contribute towards the reduction of greenhouse gases or the more
efficient use of various resources. The idea @fieoeation is very new.

In 2013, the European Commission DG Environment founded a project aiming to corpite the
Innovation Observatory (EIQ. The EIO put together guide is a practical and comprehensive
introduction to ecdnnovation addressed primarily to small and mesdiaga enterprises (SMHES). The
booklet overviews emerging business opportunitiésnes@tion has to offer to companies that reconsider
business models, develop new products, technologies or services, or improve production processes.

As an ecennovation we can consider a new-sardr product or making improvements in existing
operations. Ecnovation can focus on introduction of new technologies, but reating new services and
introducing organisational changes are just as important. At its eoreweatmn is about creating business
models that are both competitive and respect the ameinb by reducing resource intensity of products and
services.

The Figure 1. demonstrates the reasons why -Glinesation.

Figure 1.

1 Savingmaterial and energy costs |
T New proqlucts and services: new markets
1 New business models

| R
I Sustainable management of natural resources |
9 Tackling climate change
1 Improving biodiverdly and ecosystems ‘

+

|
1 Enhancing quality of life )
1 Creating new and sustainable jobs

|
f Material security | +
1 Resources justice

Sourcg&lO 2013.
Circular Economy

What is the circular economy? A circularaogris an alternative to a traditional linear economy
(make, use, dispose) in which we keep resources in use for as long as possible. The EU adopted the circular
economy package on 2 December 2015. The Action Plan for the circular economy suggestgdnaction
will contribute to'closing the loop" of product lifecycles through greater recycling-asel snd bring
benefits for both the environment and the econ{8hy
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The adaptation of the circular economy offers considerable economic bengfif.the20K Waste
and Resources Action ProgramWRAP & estimates that the UK businesses could benefit GBP 23 billion
per year by low cost and improvement in efficient use of resources. McKinsey Global Institute estimates that
total resource productivippportunity could amount annual saving to society of USD2.9 trillion a year in
2030, at current market prid@3

To showcase the key deliverables achieved so far and to debate future deliverables with stakeholders,
the Commission and the European Ecanoamd Social Committee orl® March 2017 organised a
Circular Economy Conference On this occasion th&uropean Circular Economy Stakeholder
Platform was announced.

2. THE ROLE OF SMEs IN GREENING THE ECONOMY

In 2014, within the EA28, 26 million aste enterprises existed with some 143 million persons
employed. There were about 4 million jobs created from 2.6 million newly born enterprises, while in the same
year the results show 3.5 job losses as a consequence of 2.3 million death businessali. at%i&86 o
businesses were in the service sector. By contrast, éalpf9%a@tive enterprises were found in industry,
even though these enterprises provided work fo#@28f@he total number of persons emploj&al. SMEs
account for morethan 988f Eur opeds busi nesses and provide mor
Union and 5846 of gross value added.

In spite of no internationally agreed definition of green growth, there is consensus that it is a
combination of economic growth and envirental sustainability. Improving the skills and training is a key
challenge for SMEs, especially with regard to innovation and resource efficiency. However, inadequate access
to risk capital, in particular at the st@rstages, continues to be one ohthagn obstacles to the creation and
development of growthriented businesses;

The individual environmental footprint of the small enterprises may be low, their aggregate impact
can, in some respects, exceed that of large businesses. The key secBMEwheree a significant
environment impact include livestock farming, construction, metal finishing, waste treatment, food and drink
industry, textile and leather manufacturing, etc.

SMEs account approximately for 64% of the industrial pollution ineEl8eptor variations are
generally within the 60% to 70% range. Using employees as an indicator shows at an average of 64% of
environmental impact originates from SMEs in the EU27 when looking at the four broad indicators (energy
use; greenhouse gase®rissions and waste or hazardous WdstE).

The transition towards the green growth economy is highly demanding in particular on manufacturing
firms, including SMEs, as they account for a | a
generatin of waste. SMEs in general do not perceive their own environmental impact as compared to large
enterprises. SMEs lack information, resources, technical knowledges and expertise to implement green
initiatives. The environmental commitments are mostlyddepehe SME owners.

It is essential to identify the main barriers to green growth aimh@cation, so based on these
factors SMEs and entrepreneurs could fully participate in the transition towards sustainable economic
patterns. It is also cruciabtttonsistent policy strategies are identified and implemented to encourage SME
investment in eeimnovation and sustainable practices, in both manufacturing and services.

At time being there are no many r eavaraness.lA8 s on
one of the best summaries see below by the European commission.

The aim and key success factor in greening economy for SMEs to the reduction of the environmental
in both manufacturing as well as in. However, the willingness and cap&billBs ¢o adopt sustainable
practices and seize green business opportunities generally face difficulties and resource constraints, which
involved skill deficit and knowledge limitations. SMEs are often unaware of many financially attractive
opportunities dr environmental improvement. There is a widespread misperception that protecting the
environment is associated with technical complexity, burdens and costs. Even when they are aware of the

6
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potenti al of better envir ooompgetitiveness, gplack of apprapriate skills t o |
and expertise commonly prevents firms from acting upeminvopportunities.

According t o OECD guide for green S ME s the 0g
opportunity for SMEs themselves as irtgt suppliers of goods and services. Indeed, the principal drivers
for SMEs to adopt green practices areragalatory and includé2]

1 The rising price of commodities and key raw materials;
1 Potential cost savings and competitive advantage; and

1 Marketpressure from customers

The European Union considers the small businesses as priority in its policy and pushes governments
across the EU introduce better regulation initiatives. The major policy initiatives for SME greening in the EU
is The Small BusinessAct for Europe (2008), which was developed to establish thén i nk S mal | Fi
approach to policy making and regul ati opofland t o
principlesi@enabl e SMEs to turn envi r onsniaparadigmwhictalied e n g e s
at the heart of the transition to green growth.

Figure 2. Internal Barriers in SMEs that prevent the adoption of environmental improvement

Resources Attitudes and company culture Awareness
9 Lack of time to 1 Believes that SMEs have a low M Low awareness of
investigate issueslocate environmental impact and have n environmental legislation;
support or tools; environmental issues to consider;
1 Low awareness of support
9 Severe time pressure in | § Mismatch between beliefs and organizations and
small enterprises; action: positive attitude toward thg  information sources.
environment is not translated into

9 Lack of resource
allocation to address
environmental issues; 1 Perception that environment has 1

relevance tthe business

environment given no status as a

actions;

9 Lack of investment in

training; business issue;
I Cost constrains on | Scepticism about the potential cos
investment;

saving and market benefits;

Prevalence on shdgdrm business
planning: beliefs that costs of
environment measures arise quick
while benefits accrue slowly

1 No employee allocated q
responsibility for
environmental issues

SourcBuropean Commission, 2002

3. EU GREEN ACTION PLAN - GAP
The European Commi ssion has c¢ommi tboftfetlcoming sel f t
|l egislation and administrative initiatives on SME

designing proposal so. The Eur oGreesmActioCRBlantGAR)I on h a s
SMEs, which give a clear di@mt@&nd framework for aims to:

A Improve resource efficiency of European SMEs;
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A Support green entrepreneurship;
A Exploit the opportunities of greener value (supply) chains; and
A Facilitate market access for green SMEs. Source: EC, 2008; EC, 2014b

GAP is presented in complementarity with the Communic@tiean Employment Init@&{hagping
into the job creation potential of the greghidcamopnses a roadmap for supporting green jobs creation
across th&U, and withthe CommunicatioResowEfficiency Opportunities in the BuildisgMgéasrwith
the Circular Economy Package and Waste Target Review.

The GAP aims to contribute to theimdustrialisation of Europe as advocated by the European
Industrial Renaissance Communication (Q@014) 14)and supported by the European Council, by
enhancing SMEs competitiveness and supporting green business developments across all European regions,
notably in view of the fact that, at this stage, significant differences in resource effatidratywean
sectors and Member States.

The European Commission document on Communication from the Commission to the European
Parliament, the Council. the Europea Eonomic and Social Committee and the Committee of the Regions on
the Green Action Plan for SMEhighlights why greening SMEs in important for more competitiveness and
sustainabilitf13]

The Commission has set several objectives to be achieved through the following actions:

1. Provide European SMEs with practical information, advice and suppeony do improve their
resource efficiency in a ceffective manner;

Support efficient technology transfer mechanism for green technologies;
Facilitate the access to finance for resoealaed improvements and energy efficiency in SMEs

The GAP aims ta@ontribute to the rndustrialisation of Europe as advocated by the European
Industrial Renaissance Communication (Q@014) 14)and supported by the European Council, by
enhancing SMEs competitiveness and supporting green business developmdhBSuacpessaegions.

The Action Plan builds on the Elemovation Action Plan (EcoAP) [14] which provides directions
for eceinnovation policy and funding under the umbrella of the Europe 2020 strategy. A number of actions
and instruments of the EcoAR &ighly relevant for SMEs. Examples are

1 the European Innovation Scoreboard
1 the Eceinnovation Observatory

1 the European Forum on Ed@anovation
1

European Innovation Partnerships and financing instruments fomeeation under Horizon
2020.

The GAP set out a series of objectives and lists actions that will be implemented at European level
within the framework of the Multiannual Financial Frame2@dd2020.
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THE FIVE MAJOR TASKS OF THE GAP ARE THE FOLLOWING:
3.1 Greening smes for more competitiveess and sustainability

Improving resource efficiency in SMEs offers enormous potential for the reduction of production
costs and for productivity gains. A better use of resources is calculated to represent an overall savings
potentalo 6 80 | | i on per year for European industry. 0]

At leas®93%of SMEs in thé&U are taking at least one action to be more resource efficient which, in
most cases, is a koest action. However, ord2% of SMEs that implement measures to improve
resoure efficiency has seen a reduction of their production costs. This indicates the necessity to provide
guidance to SMEs on the eeffectiveness of resource efficiency investments.

The Commission has set several objectives to be achieved through the follm actions:

1 Provide Europen SMEs with practical information, advice and support on how to improve their
resource efficiently in a ceftective manner;

1 Support efficient technology transfer mechanism for green technologies;

I Facilitate the access to fioa for resoureeelated improvements and energy
efficiency in SMEs

The Commission has set several objectives to be achieved through the following actions:

1 Provide Europen SMEs with practical information, advice and support on how to improve their
reurce efficiently in a cesffective manner;

1 Support efficient technology transfer mechanism for green technologies;

1 Facilitate the access to finance for resoelatd improvements and energy
efficiency in SMEs

3.2 Greenentrepreneurshipfor the campanies of the future

SMESs need a favourable business environment, in which green ideas can be easily developed,
financed and brougéhnt it ®p rt easealdraasatyibet @ddress&@Iirire(kigher)
education, to prepare the miset of fiture green entrepreneurs. [16] Gezgrepreneurshighould also
be encouraged by helping potential entrepreneurs in identifying business opportunities resulting from the
move towards a resource efficient, low carbon economy, including through nesvforeeti of
cooperation between businessesaaademia. All forms of innovatin that foster green entrepreneurship
should be supported.

The Commission has set several objectives to be achieved through the following actions:
Promote all forms of egonovation, icluding notechnical econnovation;
Facilitate business partnership, skills and knowledge for green entrepreneurship;
1 Expolit better role of clusters in support of-ecmvative SMEs.
3.3 Opportunities for SMEs in a greener value chain

Remandacturing, repair, maintenance, recycling andesggn have a great potential to become
drivers of economic growth and job creation while, at the same time, making a contribution to addressing
environmental challenges. Through innovation and the medéggoducts and of production and
business models companies can reduce the use of expensive primary raw materials and create less wast
The 60% of total waste in th&U which is not recycled, composted oused, offers economic
opportunities for SME#0 capitalise on crosectoral value chains that make more efficient use of
resourcegl17]
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The Commission has set several objectives to be achieved through the following actions:

I Address systemic barriers to caexgoral and crossitional value chaaollaboration and business
creation and cooperation, by facilitating the creation of service business modelsearsg tbk
materials, products and waste;

i Faciliate crossectoral collaboration in view of promoting the circular economy;

1 The forthcomingaction on 'Cluster facilitated projects for new industrial value chains' under Horizon
2020will allocate at leagb% of the total budget to support innovation in SMEs. It seeks to support
crosssectoral and crossgional collaboration and innovatiomjgets driven by SMEs by better
integrating them into clusters and different value chains

3.4 Access to the markets for green SMEs

TheEU has a strategic interest to adequately tackle the major global environmental challenges such as
climate change. Withigh economic growth and, in some cases, early stages of industrialisation,
environmental depletion and emissions are growing at a high pace in many countries of the world.

The EU makes up roughly one third of the world market for environmental isdastiés a net
exporter.This world market is growing b% a year and is expected to triple by 2030, thus offering
important opportunities foEU businesses. [18] However, few SMEs inEtheoffer their green
technologies, products or services in cosarutitside th&U. 87%of SMEs in théU only sell in their
national markets. [19] This lackSME internationalisatiois usually explained by the absence of a
supportive framework that can help SMEs access foreign markets.

3.5 Governance

The actiondinked to this Green Action Plan for SMEs will be regularly monitored, including the
dedicated financial resources, in dialogue S8ME stakeholders, and the effectiveness of the
programmes will also be evaluated. Updated information on the actioespwallided through the
Commission website.

The SME Performance Review monitors and assesses countries' progress in implementing the Small
Business Act on an annual basis, including their performance in relation to its principle 9 'enabling SMEs
to turn ewvironmental challenges into business opportunities’, thereby complementing the Green Action
Plan monitoring20]

4. GREEN ENTREPRENEURSHIP AWARD
4.1 European Entrepreneurship Promotion Awards

The European Enterprise Promotion Awardseward those who prorgentrepreneurship and
small business at the national, regional and local level. Initiatives from all EU countries, as well as Iceland,
Serbia, and Turkey can take part in the competition. Since 2006, over 2,800 projects have entered the awards
and togethr they have supported the creation of thousands of new companies. [21]

The competition has two stages. Applicants must first compete at national level to be eligible to
compete at European level. For the national competition, each country will seledesmo be nominated
for the European competition. A shortlist of nominees will be chosen by a European jury. All nominees from
the national and European competitions will be invited to attend the awards ceremony.

In 2016, the winner of the categfwy support SME success to green markets was the Serbian

oLime Trees & Honey Bees for Sustai-na@pipmopddevel or
strengthens the competitiveness of beekeeping 1in
beekeeping businesses. The project aims to increa

in human resources and skills development, improved knowledge through scientific research, education and

10
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the introduction of new technologies. Trigject was founded by the European Union and the Austrian
Development Agency. The project duration was 18 mdnth® pr oj ect val ue was 02:¢
0171, 915 was the grant amount .

How to get involved in the 2017 edition of the award see at
https://ec.europa.eu/growth/smes/support/enterpra@motionrawards/takepart_en.
4.2 Green Grog Award GFA

The Deloitte Central European Sustainability Report Award the Green Frog Award- is an
award for best sustainability reports. The contest aims to identify and reward excellence in cerporate non
financial reporting in Central Europe. [22]

The Green Frog AwalGFA) was launched in 2000 in Hungary and step by step embraced by other
CE countries (Balkans joined in 2009, Czech Republic in 2012, and Baltics in 2013). From 2015, the GFA
consists of a national and regional level. Reports rewarded at the natiafibbigatomatically nominated
to the Central European level.

Reports will be assessed according to these criteria:

1. Sustainability performance & strategic commitments

2. Materiality

3. Content

4. Structure and creativity in communication (getting the messasge a

5. Impact measurement

6. Financial and nefinancial data integration

The winner of the 2015 Sustainable Development Report was the Czee¢hb s kT .Prazdr oj , a.
4.3 Green Economic Platform for SMEs GreenEcoNet

The GreenEcoNet is the first global platform to support SMEs in the transition to a Green
Economy, by providing:

1 Access to the best in class green solutions, products aed;servic

1 Access to the economic, financial and planning tools to transform their business into a green
business;

1 Access to new market opportunities by showcasing solutions, products and services;

1 A space to have dialogue with policy makers and the researamitprimvolved in the green
economyj23]

GreenEcoNet is coordinated by a consortium of six leading research networks specialising in green
economy transitions including tB®ckholm Environment Institu{&El) the Green Economy Coalition
(GEC) the DutchJoint Implement Network Climate and Sustainaltitiey Brussels basétentre for
European Policy Studies (CEFE®plogic Instituteand theUniversity of Piraeus Research Centre (UPRC)
The GreenEcoNet was funded by Eheopean Commissighrough the Framework Programme 7 and its
aim is to accelerate the uptake of green business practices across Europe.

4.4 European business awards for the environment

A growing number of businesses realise thatcpngtethe environment is vital in maintaining
Eur opeds c oThp Europelan Bugness s\sards for the Environment (EBAE) recognises these

11
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pioneers, celebrating those companies at the forefront-ioheeation, or which have a respect for the
envronment at the very core of their business prindip4gs.

The awards are held every second year (the next cycle2@1Z91&nd winners are recognised in
the following four categoriesanagement, product and services, process innotiatiahbasidéste cwperation,
with a special mention for business and biodiversity

CONCLUSION

The European Commission, EU Member States anch@aer countries, their Governments, the
business community and the civil society have to search for nésngliegat embrace an economic model
which is as lowarbon useiriendly and environmentally sustainable. In addition this model also fight against
the poverty and inequality, while explores new market opportunities not only for smart and progressive, but
aso for average SMEs.

Solutions are urgently needed. We do not have too mucBusiress as usual is not an option:
choosing to Oo0kick the can down the roaddé over the
social strains acceleratihg natural disasters by climate disasters, foreshadowing the danger of a possible
world war for drinking water and generating the African and Asiamigras®n.

EXHIBIT

The Global Goals for Sustainable Development
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THE ECONOMIC RECOVERY, INCLUDING SMES SECTOR, IS SECURED

ABSTRACT

During the period 2009-2014 Serbia faced zero rate of growth. In the last two years it put the main
economic problems, namely: the budget deficit, public debt and international debt, under controll.
At the same time international and domestic demant somewhat increased while inflation rate staid
at low rate and as a result it seems that economic recovery is now secured.Above all market
reforms in some imporatnt areas got momentum. The reaction of small and medium scale
enterpises and shops was positive and again more entrepreneurs started their business than
quited.

The aim of the paper is twofold: firstly, to illuminate what are the main reasons for overall positive
economic trends especially in SMEE sector and secondly, to elaborate why is important now to
introduce measures in order to improve competitiveness of Serbian SMEs and how to do so.

Keywords: SMEE, market reform, recovery, support
JEL Code: L26, M13, M38

1. INTRODUCTION

Prior to the crisis, which negatively affected Serbian economy at the end of 2008 and the beginning of 2009,
SME sector experienced fast development aradnleeimportant economic subject. It created 40% of total
GDP, employed almost 2/3 of total empl oyment and
outcome was result of improved overall economic climate due to market reforms and sugsontisfane

SMEs strengthening.

During the crisis small and medium scale companies and shops (SMEEs) were affected more than large
companies,because government support weaken, market reforms lost momentum, access to finance became
more difficult and domtis and foreign demand shrinked. It seems that 2011 was the worst, when for the first
time during the transition period more SMEs and shops were closed than new established.

During 2015 and 2016 there are signs that economic recovery is securedSMe&adifige main economic

problems: unemployment, public debt and external debt still exist, but are put under control. Low inflation
and stable FX rate make business condition predictable. Domestic demand and somewhat external demand
are increasing. Balanaf payment and FDI are improving. Market reforms in some important arrears took
place.

In spite of possible risks for growth, related to recovery in EU, public deficit and public and external debt,
SMEs development in near future, is secured.

2. THEL IGHT AT THE END OF THE TUNNEL 6 SMES RECOVERY IS SECURED
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The main problems which Serbian economy is facing with are: public debt and public deficit, external debt
and high unemployment. During 2015 and 2016 those problems are put under controless s pruge
encouraging than projected.

2009 | 2010| 2011| 2012| 2013| 2014| 2015| 2016
GDP (% p.a.) -31 0.6 14 -10 26 -18 0.7 2.7
GDP G bill 307 | 298 | 334 | 317 | 343 | 333 | 329 | 338
GDP p. c. a 4187 | 4082 | 4,619| 4400 4,781 | 4672 | 4,626 | 4,750
Inflation (% p.a.) 66 | 103 | 70 | 122 | 22 17 15 16
Current Account Deficit %GDP | -66 | -68 | -109 | -116 | -61 | -60 | -48 | -40
Budget Deficit %GDP -44 | -46 | 48 | 68 | 55 | -66 | -37 | -17
Public Debt %GDP 328 | 418 | 454 | 562 | 596 | 704 | 747 | 729
External Debt %GDP 727 | 790 | 722 | 809 | 751 | 771 | 801 76

Table 1: Serbia main economic figures 2009 2016
Sourcefl]

At the end of third gart of 2016 external debt amounted B8lion which was.® billion less than
at the end of 2015, due to repayment which was made by government mainlyio(B#ilmilbrivate
debtors repaid 134 million). At the same time the share of external @&P iwas 76%, which is
encouraging improvement in comparison to its maximum (81% at the end of R028)[@]Budget deficit
was 1I7% of GDP (while was.® and % of GDP in 2015 and 2014, respectively). Total public debt
(internal a n2d8 bdliant e 7¥A¥aof GDP \indnike was 75% at the end of 2(11]5) Total
employment increased 3% in 2016, mainly in private seforiferease). At the same time unemployment
is still serious problem, especially among young generations, batmeihkinh trend (836 in the third
quart of 2016]1].

Inflation rate after years became comparable to EU level. Inflation rate was 1.6% .51%0mh6 (1
2015 and .X% in 2014). Moreover it was less than the lower limit targeted by National Ban&, asSerb
target was 4N 2%, s o 5%.tLowindation cate waseesult e bw idflatiempressore 3 N
related to internal and external factors as well, namely oil prices, prices of agricultural products, low domestic
and EU demand. CentBénk (NBS) additionally decided to put interest rate (referent interest rate is interest
rate on state bonds repurchased in one week) down to 4%, as a part of monetary relaxation from May 2013 in
which interest rate decreased.bg pp[2]. FX rate of Diar was stable as it depreciaté®3n the last four
years, which was outcome of 16difoni nf P 8 L1Bdikonid a 0 e, h
2015), standby arrangement with IMF, improved risk position of Serbia VS foreigrremaitanore than
enough FX reserves of NBS for intervention on FX market (amou2ddliithG at t he[2end of 2

During the period 2068014 Serbia was faced with zero rate of GDP growth. Economic activity is
now 24 % higher in comparison poe- crisis period. In 2016 growth of economic activity w4 2ue to
increase in industrial production (increa®é) services (volume of retail trade increaB®dand tourism
13%), investment activities and export [1]. Projection of growth ofirGBP®L6 was corrected upward,
because of increase in economic activities and Balance of Payment improvement. In 2016 export volume was
higher for 15 % and import & %, with increasing cover of value of import by export (77%). Trade balance
was at theasne time 4% of GDP and completely was covered by inflow of FDI.

Market reforms got momentum in recent period, especially in some important and sensitive areas.
Namely, getting of construction permit is now improved, necessary time to get it iar@Dptagedure is
in eform. In the past it was one of the main obstacles in business, with time frame of more than one year.
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The Labor legal framework became more flexible, with more precise evidence of (un)employment
and more powerful labor inspectidhe Fiscal restructuring for the first time became strict and, although
very painful, succeed to stop increase of public debt [3].

In spite of bright signs that economic recovery is secured and economic trends better than projected,
there are some risla fgrowth in the next period. GDP increase in 2017 is projected to 3% [2]. Serbian main
trade partners are from EU countries, for@mrial FederaldRublics offugoslaviand Russia. Euro zone is
facing with difficulties, like Brexit is (pool decisioBra&in to leave EU). EU GDP growth for 2017 is
projected to X %, mainly due to policy of monetary easing of European central Bank (ECB) from the 2015.
The risks for projection of growth are also related to the prices of oil on the global markégai{somew
stabilized due to OPEC agreement of volume of production) and to different monetary policies of central
banks (contrary to ECB, FED for the second time increased its interest rates, after six years of stable almost
zero rates). The main test for swgfoesSerbian recovery is related to domestic factors: readiness for fiscal
restructuring, as Serbian public deficit is higher than EU avé&rage (8% of GDP in 2015 and 2016) and
public debt also (75% and 73% of GDP in 2015 and 2016).

3. THE DEVELOPME NT HINDRANCES AND LOW COMPETITIVENESS OF SMES

Serbia has started process of transition as the last among countries of Eastern and Central Europe.
The development of SMEs sector was very fast in the pericd0P80due to the market reforms and
encouaging business environment combined with government support. The goal was to establish as much as
possible new business unites, namely SMEs, and the goal was achieved, as maximum was 13 thousands of ne
SMEs per year. As a result SMEs sector becameaimponomic agent. According to number SME
amounted 98% of total economic entities, their contribution to total employment was 2/3 and 1/3 to GDP
formation. Their share was 64% in total turnover and 56% in total Gross Value Added @B4d[5).[4]

2008 | 2009| 2010| 2011| 2012| 2013| 2014| 2015
SMEE Number 00 3034 | 3148 | 3185 | 3193 | 3171 | 3154 | 3242 | 3246

SMEEmployees 00 940| 873| 815| 787| 782 769| 762 802
SME GVA n 10289| 8282| 7933| 8614 | 8637 | 8521| 8777| 9,084

Table 2: Serbiad SMEE, main figures
Source: [4]

The Overall economic crisis negatively affected Serbian economy from the end of 2008 and at the
beginning of 2009. SMEs were affected especially because of decreasing domestic and external demand
worsening business environment, lesggyort from government and difficult access to finaf@jiafs the
beginning of the crisis SMEs were resistant to cut number of employees, but with weaker economic
performances they had to do so. Micro and small companies were severely affeetenf trdaud
financial assistance from banking sector. In spite of difficulties among SMEs only fast growing companies and
gazelles continued to grow [5].

Good insight into business environment, business chances and job creation one can get from
businesslemography. From 2008 on one can recognize two opposite trends: number of newly established
companies and shops is decreasing, while at the same time number of those companies and shops which
terminate their activities is increasing. It seems that 20t wasst, when for the first time during the
transition period net effect was negative (humber of closed was higher than number of new §gtablished)
One can recognize that during the last two years (2015 and 2016) there were some positiaedsignals reg
business demography, as result of somewhat improved conditions for business.

16



ERENET Profile Vol. XII, No. 3 www.erenet.org

50,000
45,000
40,000
35,000 e e— =N\

30,000 V/\\
25,000 SN
20,000
15,000
10,000 - <

5,000 - - .

2008 2010 2011 2012 2013 2014 2015 2016

Enterprises opened = = — Enterprises closed

Shops opened Shops closed

Chart 1: Serbia@ Opened and closed companies and shoj@ource: [7]

Overall business environment is improving step by step during the recent periodimgudaris
for those potential entrepreneurs with idea to start up business. It can be seen from global investigation on
Global Entrepreneurship Index (GEI) [8] calculated for each country as indicator of quality of
entrepreneurship, individually and iatinally, especially for innovation and effect of entrepreneurship [9].
Serbian GEI value is 23ranked as the#2 which is two places better than the year earlier. Comparing to
other countries within the Region of South East Europe Serbia isNdehiedegro and in front of FIROM.
According to the investigation Serbia has comparative advantages related to better knowledge of
entrepreneursbeginners, linkages between entities and implementation of innovation and new technologies.
Its drawbacks arfewer chances to start business, low share of SMEs in medium and high tech sectors, low
guality of human sources, scarce venture capital and low level of internationalization of SMEs [9].
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Chart 2: Global Entrepreneurship IndexSource: [9]
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According ® Doing Business Report 2017 Serbia belongs to top ten countries in market reforms [10].
It was ranked as thetWhile the year earlier was ranked as theTh® improved {(rm) and shorten
procedure for construction permit was accessed as thaéamdorward (according to this Serbia improved
its position from the 182to the 38). The land registry was improved (Serbia moved fromnthe #ie
56h position) and business registry, as well (Serbia moved from theh@242d position). Howeer, at the
same time the Report labeled the legal environment and administrative procedures as bottlenecks (a
contractual execution and electricity acces) [10].

In order to speed up and secure economic recovery the analysis of the main deieldiamess h
was made [11]. In spite of improving business environment step by step and speeding up market reforms
strong development hindrances still exist. The assumption is that sustainable growth and development are
driven by private investments. Sopihiat is to find out what is constraining domestic private investment in
Serbia. Firstly, administrative and regulatory burden toward private business are strong. Secondly, regulatory
uncertainty is also important issue. Thirdly, information extermpaétiest economic diversification and
strengthening competitiveness. Fourthly, Access to finance is weak, especially for SMEs and start ups. Fifthly,
human capital is constraints for knowledge intensive industries[10].

Considerable improvement | Improvement No Improvement | Worsening
Tax and related duties on wal Court procedure GVA rate External financin
Construction permit Parafiscal duties | Custom duties Banks' loans
Permit to start business Admin procedures | Credit issuing timin| Banks servicing
Inspection control Custom procedureg Bank reporting Excise
Court execution process Payment Fiscal admin Real estate price
GVA payment Public procurement
Corruption Interest
Inflation Credit issuing
FX rate Collateral

Informal economy

Reform publicity

Table 2: Serbia- Improvement of business environment 2042015  Source: [12]

To check weather business environment is really improved, in which areas and how much, the best
way is to ask entrepreneurs. It was done during September and October 2015 witlcdhtuesaied and
shops [12].The survey included questions related to business results in the past and projections for near future,
with important part related to market reforms realized in meantime. The main finding is that business
environment is improved some areas very much, in some areas improvements were modest, but in some
areas there were backward steps.
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According to Serbian businessman encouraging improvement were made in copstmition
procedure, executive procedure efficiency and procedure to establish business (28%, 55% and 25% negative
answers in 2015 respectively, while 43%, 66%, and 35% were negative in 2014). Considering the entire period
201602015 encouraging improvementsrev made in areas as follows: construction permit, business
establishment, fiscal and other duties on wages, inspection control, court executive procedure, GVA payment,
corruption dismantling, FX and price stabilization. At the same time modest impsovemremade in:
level of fiscal and related duties, court, custody and admin procedure, labor legal frame, procedure and duties
related to crediting. No improvement was pointed in: GVA and Custom duties level, fiscal administration and
credit procedure. Ahe same time backward steps were made in some areas: excise, pes@atasraad
access to finances. As can be seen, businessman optimism was increased, as result of reforms, which speed (
in the recent period. According to the investigation emtrepreneurs than before expect increase in profit
(44% in 2015, and 34% in 2012), and increase in employment also (24% in 2015 and 1[@%.in 2012)

4. GOVERNMENT SME SUPPORTIVE MEASURES NEED TIME FOR FULL EFFECTS

Serbia has started process of transéfter political changes in October 2000. Considering low
statistical basis, because of deep economic and overall crisis during 1990s, market reforms and economic
growth were very fast in the period 20@D08 (GDP increase wad% per year on averagdajring this
period necessary institutional and legal framework for SME support were established, access to finance was
easy and cheap, business environment was generally improving [6]. SME growth and development was fast
considering number of entities ahdir increasing share in economic figures. It was fast enough partially to
absorb increasing unemployment related to those workers who lost their job during restructuring of
companies.

Regarding the government SME support policy and measures onarlyasegiarate twosub
period during transition process (22016). The first phase was period until 2008 and the start of economic
crisis, in which good record of SME growth and development was made, during which SME sector became
important economic age In this period government support was of quantitative character, with a goal to
establish as much as possible new entities (companies ad shops as well) each year. The second phase w
more difficult one, because of deteriorated overall economicemvitoelated to the global crisis. During
this period it became clear that Serbia has to change development approach (strategy) toward international
market, with competitiveness strengthening and efficiency improvement. It means at the same time that goal
became microeconomic, e.g. related to company (shops) level. So, government SME support policy ought to
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be rather qualitative, to strengthen innovations and technology, to improve productivity and
internationalization of SMIEK3).

The main findings of ME Policy index, which is measuring achievement in several dimensions
related to Small Business Act, is that general business environment is improving, especially in recent years, bu
some important questions ask for engagement, like access to fingremnawbnomy [6].

Strong progress Need improvement
Dimension Mark Dimension Mark
7.Technical regulation] 4.01 9. SME greening 210

3.Regulatory framewol 4.15 | 1.Learning and women entrepreneury 2.70

5.Public procurement] 3.96 2.Bankruptcy preedure 260

Table 3: Progress made and challeng@sSBA dimensions
Source: [6].

It was already mentioned that the finding is that the state is large and costly, while private sector is
non @ competitive [14]. Considering that after a few lost years mérket reform were diminished, the
market reform got momentum, it is necessary to continue with the reforming process especially in areas
accessed as key bottiecks, which stopping or slowing growth and development. As the economic growth
has to beexport led, the reforms would address constraints to investments in the tradable sectors and exports,
access to finance for SME and stapts, human capital for knowledge intensive industries and administrative
and regulatory burden and uncertainty [17]

As fiscal deficit and public debt are the main macroeconomic problems it is necessary to continue
with the fiscal consolidation. Public companies are at the very beginning of their restructuring, which have to
speed up. Few dozens of still sociallyedviarge companies also have to be restructured and sold (or closed)
if one wants to cut government subsidies. In order to improve business environment further the legal
framework have to be simplified and investments support system improved. For¢chearesgmovation
important, for supporting business innovation and addressing information externalities, is to adopt a new
strategic and legal framework. A part of broaden reform should be improving the efficiency of managing
educational system.

5.CONCLUSION

SMEE sector in Serbia became an important economic agent during the period of fast growth and
development between 28108, in which Government support was of quantitative character, with idea to
establish as much as possible new economic sea@cyear. However, one can see that a critical number of
SMEEs was not reached, so development of the entrepreneurial sector was not self sustained.

Serbian economy was hampered by global crisis and zero rate of growth of GDP was evidenced in
the period20092014. SMEEs were severely affected as domestic and foreign demand weakened, government
support also and market reforms lost momentum. Only a teeny segment of fast growing SME and gazelles
continued to grow.

During the recent period market reformsténed, in some important areas were made brake
through. More important, domestic and foreign demand recovered and Government put the main macro
problems, like public deficit and debt under control successfully. As a result inflation rate isf ton#e firs
comparable to EU level and FX rate is stable. Now, Serbian development strategy has to be changed toward
export oriented one. It means that government support for SMEE ought to be of qualitative sort and micro
oriented, with idea to strengthen peiitiveness, innovations and internationalization of SMEE.
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STRENGTHENING THE RESILIENCE OF SMALL AND MEDIUM -SIZED
ENTERPRISES
ABSTRACT

In the global world, we live in, business environment is interdependent and increasingly diverse speaking
of culture. Therefore, operational risks exceed local and regional limits, which results in the risk which is
shared by companies in global environment. However, not only can resilience be observed from the
aspect of community, but also from the aspect of organization. In this study, authors research only
organizational aspects of resilience. The goal of these researches is to indicate the significance of the
need for improving resilience and determining possibilities for its achievement. Qualitative methods, as
well as the extensive literature being a theoretical research frame have been used for this purpose.

Key words: organizational resilience, theory of resilience, building resilience
JEL: M14
1. INTRODUCTION

Small and mediugized enterprises create new jobs and contribute to economic development of each country.
I n globalization, enterprises are exposed to gl obal e (
affect their prbtability. In order to be resilient, organizations should lean to strong leadership, comprehension of work
environment and the ability to adapt and respond to fast changes. However, are they resilient enough to cope with
operating in a risky and unprealit¢ business environment? We have tried to get the answer to this question as well as
to determine possibilities for improvement of resilience of enterprises in this research. In other words, we have tried to
determine under which conditions the sectsnll and mediwsized enterprises can raise the level of resilience to all
0shocksé6 coming from internal and external environment

1.1. Concept of Resilience

The concept of resilience is used to explain why so manyeeedargintries achieve relatively high level of
GDP (gross domestic product) per capita i.e., how a national economy is able to return to the previous level speaking of
the rate of economic growth and to achieve macroeconomic stability and microecakeméfficiancy. However,
economic resilience of a country cannot be achieved unless organizations are also resilient to negative impacts. Therefore,
many people see this as two sides of the same coin.

Singapore is usually mentioned as an exampletaod@eas a country highly exposed to external shocks which
managed to achieve high rates of economic growth and high GDP per capita. This reality can be explained as the ability
of Singapore to build its economic resilience.

Analyzing thedédcamasayopPprodapsi onals are aware of the
not imply an absolute getting back to theegigting condition, but it can indicate the ability to respond to challenges
resulting from negative impacts and changesi This conf i r med by many researches ir
indirect impact oeconomicgrowth, private investments and employment [1] goes on to argue that resilience has four
domains:
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technical (The ability of systems to perform during amdliististers),

organizational (The ability of organizations to take actions to reduce disaster impacts),

o o e

social (The ability of the communities to lesseatinegonsequences of disaster),
A economic (The capacity of enterprises and economiesrtn edznomic losses resulting from disaster).

Accordingly, literature has been reviewed in order to observe this issue from the position of four above mentioned
domains of resilience observation and analysis.

2. THEORETICAL BACKGROU ND

The t er m aviginatssifrbm tleerEnglsh language and it can hardly be translated using one word as its
meaning is multilayered. I't might be best explained wi
country®6s economy shocksrotwarousenaturef ireofrom sryctuelrchaades caused by global
market trends to negative impacts resulting from natural disasters and wars.

The term oOresilienced was mentioned firstlagyy i n 197
studies on the concept of ecological endurance, as well as on many other forms of flexibility. Resilience or resistance of
enterprises was defined [3] as the ability of an enterprise to cope with changes, adapt to and recover from negative
impacts commig from business environment. He states that, in order to adapt to potential risks, enterprises must have a
complex infrastructure management. The key is in the ability of the enterprise to estimate the degree of endangerment,
realize mutual relations anterdependence between business activities, information and technologies in the enterprise
[4]. Namely, countries having well developed business plans and action plan in case of risks of natural disasters, as well a:
programs for evaluation of resilielméean enterprise have shown higher resilience index than the countries which
havenot had such plans and programs. This concept i s
systems, such as enterprises, infrastructural systems atehecfisys

In literature, social and organizational resilience are often analyzed separately. Despite this, to improve
community resilience, it is important for organizations to make the link between resilience and organizational
competitiveness, and tavest in resilience [6]. Speaking of the importance of organizational resilience we state that
organizational resilience directly contributes to faster and more successful recovery of the community after the crisis or
disaster.

Building a resilient empeise should be a strategic initiative that changes the way a company operates and that
increases its competitiveness [ 7]. These authors indic
vulnerability and increase of flexibility, whiahd i cat es t he companyds ability to g
disturbances.

Speaking of organizational resilience of small and rregagdrenterprises, some authors make difference
between big and small enterprises [8]. They believe#tiaarsd mediursized enterprises are more endangered than
big enterprises i.e., that their resilience to climatic and other disasters is much smaller due to the fact that¢hey usually
not insured against disasters and that they have limited atcesstos, whi l e a majority of t
continuity in emergency situations. Also, risk management is not incorporated in their business strategy and plans.
Namely, bigger organizations are better organized than small andsizedionyanizans, they have more resources
and greater technical knowledge. Furthermore, there are no strategic programs for operationalization of actions plans for
small and medium enterprises. Statistical data also indicate that small arslzeédiotarpriseseadess resilient than
big enterprises. However, small and medipatenterprises tend to be faster in giving responses, even if their response
is not coordinated. The reason for this is highly simplified structure of dealdgimp In addition to fastsponse to
shocks, entrepreneurs should consider high rate of failure of small enterprises with regard to this and to pay more
attention to liquidity, cash flows and seasonal fluctuations [9].

Literature on organi zat iamanversatdel andomultidsnersional komcept [0].im O r e ¢
the context of strategic management and changes, resilience is the abilgpefaketver time through innovations
[11]. Furthermore, building of organizational resilience is connected to eraptbyeasagement [12], [13], [14] who
work in the learning organization.

According to human resource management (HRM), an organization is resilient if people can respond to changes
with minimum stress promptly and efficiently and these are positivelitisssilh adaptation which separate
competition. In the context of environmental changes/emergency management, resilient organizations are able to adapt
to new conditions within which they become better and better [15], as well as to develop otgaystEtisnahich
are capable of overcoming turbulent environmental conditions.
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Resilience implies adaptation of corporate strategy [16], as well as a solution for organizations having high level
of threat in all aspects of their work environment [8}.cas ibe concluded from literature review, building of resilience
is based on prompt perception of changes in the work
winners will be unbridled firms that are responsive to challenges and bdtbitieating opportunities and capturing
them o0[17].

3. RESEARCH METHOD

This research had an exploratory phaseit is qualitative study in its nature . The findings presented in this
working paper are drawn from research conducted in January 2Gisédmmhlan online survey.

3.1Hypothesis

H1. Incumbent firms suffer from organisational inertia,which prevents them from adapting to new, hostile
environmental conditions (Kitching,J., Blackburn,R., Smallbone,D., Dixon,S. 2009).

H2. Creating organizatidnaesilience is associated with employees and management working in learning
organization (Vogus and Sutcliffe 2007).

H3. The most effective ways to enhance resilience is a strong motivation system that drives the individual to learn,
grow and adapt thi¢ir environment (Southwick SM, Bonanno GA, Masten AS,-Beoke€, Yehuda,R.,2014).

4. KEY FINDINGS AND DIS CUSSION

Data was collected through an online form and a convenience sampling approach was used for this purpose. A
total of 50 responses were oEmbover a period of one month.

Table 1. Respondents by gender, age, level of current position and work experience

Gender

Male 53.1%
Female 46.9%
Age

<20 12.9%
21t0 30 35.5%
31to 40 29.0%
41 to 50 16.1%
51 to 60 6.5%
Level of Current Position

Senior Management 28.1%
Middle Management 18.8%
Supervisor/Team leader 25.0%
Staff/Individual Contributor 15.6%
Other 12.5%
Years of Work Experience

<1 year 21.9%
1-2years 15.6%
3-5years 15.6%
6-10 years 21.9%
11- 15 years 15.6%
16+ years 9.4%

A total of 81 executives and staff members participated in the online survey. The survey sample was: 46.9 % of
respondents were senior executives and middle management. Among the respondents, most were persons aged betweel
21 and 30 (31.5%)éwith work experience between 6 and 10 years (21.9 %) (Table 1).

A range of industries was represented, including financial services, accounting, education, information
technology and professional services. In our-araiésral study, seventh per cehrespondents were from Europe
(Serbia) and thirty per cent from former Yugoslav Republics. Our survey consist of 15 questions, but we will discuss in
our paper only replies on the selected questions which are crucial for our research..
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The survey has @ln that respondents identify unstable market as a key external factor that made a negative impact on
their business in the last several years (Figure 1). However, the most of them consider lack of financial resources (37.5%)
as a main internal circums&fieigure 2).

@ Unstable market conditions
@ Matural disasters
Supply chain disruption
@ Infrastructure failures
@ Hyper-competition

Figure 1:Event that made a negative impact (Source: Authors)

@ Lack offinancial resources
@ Lack of disaster recovery plan

Lack of management and leadership
skills

@ Crganisational inertia which prevents
firms from adapting to new
environmental conditions

@ Lack of human resources

Figure 2:Internal circumstances that made a negative impact (Source: Authors)

According to our respondents, one of the most common is organisationahextiiveand lack of human
resources (21.9 %) (Figure 2). At Sul | dactive inerti
behavioi even in response to dramatic environmental shifts¢

The problem also lies in an inabilitgxécutives to take appropriate actions and managerial incompetence and
lack of management and leadership skills in risk management (12.5%).

The analysis done on the basis of the respondents'
that 3L% of organisations did not have an action plan to respond to changes in business environment (Figure 3).
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Do you have action plan?

We actively plan with our
suppliers how to manage
disruptions
7% Our organization does not

have an action plan to
respond to changes inour
business environment
31%

We actively plan with our
customers how to manage
disruptions
20%

We actively plan how to
support our staff during
times of crisis
13%

Qur organization plans for
the medium-term and long-
term
29%

Figure 3:Coping strategies (Source: Authors)
Depending on many business' specific circumstances, there are mangassitthat might constitute a crisis:

1 Natural disastersor example,jmpacts of recent extreme weather events highlight the vulnerability of
businesses ;

1 Theft;

1 Fire and few other situations have such potential to physically destroy a business.;

1 IT system failure computer viruses, attacks by hackers or system failures could affect employees' ability to
work effectively;

1 Terrorist attack ;

1 Cirises affecting suppliers ;

9 Crises affecting customers ;

9 Crises affecting business' reputation and etc.

This dsruption means pressure on company profits, borrowers, consumers, as well as house and share prices.
In order to test how severe recent crisis affected organizations, we offered respondents five possible answers:
a) It challenged us but was not overyugitive,
b) It definitely challenged us and was moderately disruptive,
c) It definitely challenged us and was very disruptive,
d) It could have shut us down permanently,
e) We dealt with it as part of busirasasual

The half number of respondentsted that they dealt with it as part of their business as usual (Figure 4).
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@ ltchallenged us but was not overly
disruptive,

@ It definitely challenged us and was
moderately disruptive,

@ It definitely challenged us and was
very disruptive,

@ !t could have shut us down
permanently,

@ We dealtwith it as part of business-
as-usual

Figure 4:Severity of most recent crisis (Source: Authors)

In this context, we need to analyse the probability to cope and reduce consequences of crisesaltteto explor
most effective way to enhance resilience of SME's (Figure 5).

What are the most effective ways to enhance resilience

To develop effective
resilience-enhancing
programs
4%

Depends completely on the
situation
14%

Strong motivation system
that drives the individual to
leam, grow and adapt to
their environment
44%

Flexibility
38%

Figure 5:Most effective ways to enhance resilience (Source: Author)

Based on our review, hypothesis H1 is partially confirmed. Namely, organisations do not onlynsuffer fro
organisational inertia, which prevents them from adapting to new, hostile environmental conditions. The problem also
lies in managerial incompetence and lack of management and leadership skills in risk management. The hypothesis H2
that creating organtanal resilience is associated with employees and management working in learning organization
(Vogus and Sutcliffe 2007), is confirmed by our respondents as well as hypothesis H3. Namely, findings of our study
have revealed that strong motivation syst@imhwcan drives the individual to learn, grow and adapt to their
environment and flexibility are the most effective ways to enhance resilience of small and medium sized enterprises. This
opinion was expressed by as much as 44% of our respondents (Figure 5)

Limitation of our research is sample size (81 respondents), which can influence our research outcomes.
However, it is the first phase of our research. In the next phase, we shall expand our sample and add more questions in
our survey.

CONCLUSION

Becaus the economic resilience needs to be strengthened, achieving economic resilience should be one of the
overriding goal of the implementation of igngwth promoting government macroeconomic policies.
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The main results of the study pointed out that baps8silience to the risks of economic, social and
environmental shocks should be a top priority and goal because the risks for the SME’s can have serious consequences
on entire economies. In line with this, it is necessary through researching andgntreduarays of improving
organizations, implementing change interventions and developing new best practice models to recover and adapt to
changing circumstances. In this context, our research should have implications for researchersak®ipolicy
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ABSTRACT

Ent repreneurship education became very important in the
importance for the knowledge based economy, taking into consideration more and more the local
characteristics and the need of creativity, innovation, and new business ideas. At Petru Maior

University of Tirgu Mures, there are more than ten years of continuing preoccupation regarding the
entrepreneurship and business education development. In this paper, we intend to analyse the

changes and the specific approach about entrepreneurship education.
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1 INTRODUCTION

Entrepreneurship education (EE) has an increasingly higher attention at the European level, and it
was mentiorteamong the strategic initiatives of Europe 2020. Recently, the European Commission through
aEntrepreneurship Action Plan 2020. Reigniting t
highlighted that the investment in EE represents one of thesthigiurn investments, with the highest
return that Europe can make. EE is defined as those activities of teaching and learning about entrepreneurship
that involve "developing knowledge, skills, attitudes and personal qualities appropriate to thieeage and
development of pupils or students” (EC, 2002). Education, and especially EE could generate a positive effects
on job creation, being a driving force in sustai:
standards of living. (Acs et al. 2@idger et al. 2015; EU 2015). As a consequence, in our university we were
focus in the last years to adapt our curricula and to adjust to the new orientation at international level
regarding EE. Petru Maior University (PMU) was founded in 1960 as giPadagtituteThe Order of
the Ministry of Education and Culture no. 3243/1960), and over the years has evolved and, nowadays, its
structure contains three faculties on fieldslass: economics, law, engineering, literature and sciences. It is
a puldic university and it offers studies of bachelor, master and doctoral programs. The first bachelor program
on business education was created in 1993 as Enterprise Management, and only in 2000 was started the firs
master program on Business AdministraBased on the various study fields in our university, we have to
assure the access to entrepreneurship education to all the students, regardless their main study field, such a
engineering, literature, computer sciences or law. Our university was imvalvadrous national and
international projects, grants which were focused on entrepreneurship or business education, trying to cover
many aspects of the process, in order to be approachable for students.

We have to underline that in Romania there Homalastandards that should be reached by all the
universities and there are specializations very strictly established by the National Agency of or Quality
Assurance in Higher Education (ARACIS). Based on the national list of possible specializations, the
entrepreneurship doesndt exists for bachelor or d
widely area of programs. The situation is different regarding business administration field of studies, because
there are few specializationsundet he oObusi ness administrationd doma
OEconomy of Tr ade, Tourism and Servicesboé, OEnter
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tourism, servicesdéd, another domainn ipsr ocopnearn atgoe nteme 6
can find as possible specializations, as foll ow:
devel opment 6. Regarding the doctor al studi es, t h

bachelor programs.
2 EVOLUTION OF ENTREPRENEURSHIP AND BUSINESS EDUCATION

The first initiative, at national level, in order to sustain students to become entrepreneurs was the
Government Decisio(further as GDno 163/2003 regarding the fiscal facilities for students who want to
start their wn business, according to which the solicitors are remitted of initial costs of getting the
aut horizations. Based on this | egal regul ati on, 3
private initiative in the first period after the GD163/2003 was adopted.

Over the years, taking into consideration the market evolution and the recommendations of national
and international evaluation of higher education quality institutions, such as ARACIS or European University
Association (EUAWwetried to adept our curricula from all the specializations.

During 2002007, a studyregarding entrepreneurial initiatives of our students was realized, at the
UPM. Some of the most important aspects discovered are as follows:
- 330 students appligaistart a business based on GD no 166/2003;

- 280 enterprises were created, respectively 85% of all requests;

- 171 enterprises were still functioned in 2007.

The studentsd entrepreneurs were di sBaseddnut ed b
Figure 1, it can be observed that FEJA&culty of Economics, Juridieald Administrative Sciences
registered the highest percent of entrepreneurs?d
0 Faculty of Engineeringwith 36% and FSEFaculty of Sciences and Lettersith 23%. Regarding the
number of female and male students, we can noticed that in the case cirtEBAE female students are
much more numerous than male students, 56% to 24% at FESAJ, and 27%t 1©636%A different
situation has FE, where the percentage for mare entrepreneurs students is 48%, and for female students only
8%. Thus, the gap between the two groups of students is very large at FE, comparing to the others two
faculties.

total

male

female

Figure 1 Etrepreneurs students

Enterpreneurs student disctribution

! Boarescu G. , Report regarding student so entreprert

http://upm.ro/career_center/cc_rapoarte.raovessed at 03.03.2017
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Sourcepur own calculation, based on data finttt//upm.ro/career_center/cc_rapoarte.htatécessed at
03.03.2017

When they were asked about the resources needed to start their own busings®rshebtained

are presented in Figure 2.

Resources needed to start a business

M Financial resources
B Human resources
W Material resources
B Managerial skills

M Experience

HNone

Figure 2

The domains of the starting business, as we can see in Figure 3, most of them, 73% are in the services
sector, 22% in trade sector and only 5% intheihdui al f i el d. Based on the st
they consider as main problem the financial resources, on second the managerial skills, and at the same leve
of importance, 13%, material and human resources.

W Services
M Trade

Industry

Figure 3
Fields of the newusiness creation

Sourceour own calculation, based on data fntig//upm.ro/career_center/cc_rapoarte.htmzaessed at
03.03.2017

The existing specializations accredited for thersityvyear 204817 are presented in Tabel 1,
for all three levels: bachelor, master programs. The doctoral programs are organized only at Faculty of Letters
and Sciences, in the domains of Literature studies and History.
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Juridical

and
Administrative
Sciences
(FEJAS)

of Economis

Bachelor Master specializations
Faculty specializations (1 or 2 years)
The Technology of Quality Management Systems
Mechanical Engineering
Economical and Computer Graphics and
Industrial Engineering  |Industrial Design
Faculty
of EngineerinjAutomation Applied Computer Aided  Design
(FE) Informatics and Manufacturing
ElectroEnergetic Management of Energetic
Systems Engineering Systems
Automatic Systems of
Managing Industrial Processe
Computer Science History of Literature and
Literary Criticism
Romanian Language andAnglo - American Studies.
Literature - English Intercultural Perspectives
Language and Literature
gaf“'ty of d Applied Modern Information Technology
clences and | 5nquages
Letters Communication and  |World History, International
(FSL) Public Relations Systems and Relations
History Elites, Culture and
Political Studies curopean Construction
Accountancy Business Management
Faculty Finance & Banking Business Administration of

Trade, Tourism and Services

Economy of Trade,
Tourism and Services

FinanciatBanking
Administration

Managenent

European Professional Mastet
Public Administration

Public Administration

Accountancy and Audit

Law (4 years, daily)

Juridical Institutions and Liber
Professions

Human Resource Managemel

Sourcehttp://iuniweb.upm.ro/accessed at 14.03.2017

Tabel 1

Fields of spec

ializations at PMU
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As it could be noticed in Table 1, there are many economics and business administration
specialization at our university, but there are numerous other speddiipatidotally different domains.
Thus, we cannot use the same approach to all the students, regarding entrepreneurship education.

In order to choose the proper approach regarding business and entrepreneurial education, for
students from different spedations, we applied over the years questionnaires and we found out similarities
but also differences between engineering and econ
in their programmes of st udyrom engingering end fraannbusmesse i n
specializations consider the item correct. A higher percentage belongs to business students 84.67% comparing
to 65.12% relative to the engineering students.

90.00% 84.67%
80.00%
70.00% 65.12%
60.00%
50.00%

mYes

40.00% -No

30.00%
20.00% 15.33%

10.00%

0.00%

Engineering students Business students

Figure 4
Is there EE in the curriculum?

At the questiom Do you want to become an entrepreneur
are presented in Figure 5.

70.00% 7
60.00% -~
50.00% -~

40.00% - mYes

~ -
30.00% - No
20.00%

10.00% 7

0.00% -

Engineering students Business students

Figure 5
The intention to become an entrepreneur

As it was expected, the results regarding the intention to become entrepreneur atfitem gradu
also in favour of business students, 67.30% from them answered affirmative to the question, comparing to the
engineering students, who had positive answer in 59.70% from their total number.

We can observe that even if the difference betweéndimess students and engineering students
regarding the perception about EE in their curriculum is significant (19.55%), when they were questioned
about their intention to start their own business, the answers distribution is not so significant eingmore, b
only 7.60%. Thus, we have to be able to assure entrepreneurship education in the same measure for both
categories.

The initiatives taken by PMU regarding EE, over the last 12 years, can be placed within the broader
framework, as follows:
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a) Postgradiie programmes:
- European Integrated Rural Entrepreneurship (1 year) launched in 2002;
- Entrepreneurship and business development220Q9;

b) The inclusion of some courses having a significant emteepre i a | component in the
bachelor programmes such as Entrepreneurial Creativity, Entrepreneurship (2004), Entrepreneurial Economy
(2005);

c) Agreement signed with the organization Junior Achievement Romania. National contests for students
have been developed based on thieagent such as Student Company, Business Ethics (since 2004);

d) National and international projects, such as:

-OResearch regarding the har moni z aniversitiess wwith ent r e
universities from European Union and Eadtemnr 0 p e -®008)0 0 &iming to create a national
network among Romanian universities and to elaboraterigulum for entrepreneurship education at
bachelor level;

- O0OEur opean -280B)6aimihg ® Oiriplement and elaborate an optional module of

entrepreneurial education for students attending bachelor or master prograEmgineering, IT,
Physics, Chemistry, Biology, etc. This optional program wadeasiSoed, through a system of continuing
education, to higher education graduates whwish to acquire knowledge and skills in the field of
entrepreneurship, in order to start theawn businesses. There have also been developed curricula for
entrepreneurship education, books, methodologies and teaching aids appropriate to the implementation
of the created curricula;

-0Spread The AR® SDARTJUR 6r2@¢16)2WHE1 4s main objective the

development of entrepreneurship and the familiarization of the project participantscaitbepts
such as startup businesses, innovation andrengregship through the cooperation with entrepreneurial,
educational and public institutions from Greece, Ital\Rortugal, Romania, Slovenia, Spain and Turkey.;

-0 E Q VS European Quality Assurance in VET towards new Eco Skills Bndronmentally
Sut¢ ai nabl e EQ@W&Homyd (2014

(e) The International Summer School BEST {2018);

() Introduction in all curricula from n@tonomic studies at least 2 courses related to entrepreneurship
education (since 2015).

CONCLUSIONS

Thus, it more attention ks pai d t
engineering, all owing t
Venesaar 2015).

Our paper highlights that within PMU, there is a perceptianhagh level of EE among our
students. The difference in perception between the engineering and business students underline the need to
align, to a greater extent, the engineering curricula towards more diversified forms of EE, according to the fact
that hey already have a practical component, much more proper to entrepreneurial activities.

he o0devel opmen
f

o t of met
hem to operate e ct

t
fe i vely

At the same time, it is necessary to provide the required knowledge on entrepreneurship and, in
particular, the development of entrepreneurial skills basgupm@priate teaching methods. Under these
circumstances, an important role is held by those universities which should encourage the development of
students' creative side, and arousing their interest in becoming entrepreneurs, considgriognseifas
a viable career. Our results have important implications for both teaching and research of entrepreneurship.
A special attention is needed to improve and develop higher entrepreneurship educations for engineering field.
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Thus, universities are receguito play an important role (EU 2012; Sieger2étldl. EU 2015) in
increasing entrepreneurial intentions based on higher effectiveness of entrepreneurship education, as they car
i mprove Ohuman resource employabouitpamkhet theednad
2014).
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WATER 6 THE ESSENCE OF GROWTH

ABSTRACT

Water has played an important role in human history and civilization. The aim of this article is to
demonstrate that water i with its specific features 7 is essential in economic development. In the
first place it is deduce how water found its place among economic goods. Secondly, the demand
and supply of our days is detailed with an outlook to imminent changes related to the growth of
population and climate change. Finally, the role of water in development will be evolved
considering the challenges and the means of a favourable outcome.

Keywords: water, economic growth, sustainability, climate change.
JEL Classification: Q25

INTRODUCTION

The wide spread of crisis in water management is well known among economists and water
professionals. Though it has been recognized many decades agdtistéitthealution has yet to be found.
This rises urging concerns as the role of water in economic development is becoming more and more evident.

Scientists, politicians, engineers try to determine different aspects of the problem with approaches
from ther field of proficiency. But the special features of water makes their work challenging: its ever
changing availability, shrinking quantity and degrading quality transforms economic definitions and
approaches.

THE ECONOMIC CONCEPT OF WATER

Water is onefahe most common natural resource that can be found on Earth. Still, it has been
hindered to establish its concrete place in economics for many centuries. To understand the complexity of the
problem, one must look in detail into the concept of valudamdainy ways water is used. Obviously water
as a commodity played an important role not only in the clarifying of the economic concept of value, but also
in developing the necessary operational processes for measuring it.

1 INTERPRETING VALUE IN ECONOMICS

To start with, it must be understood, that value has two separate meanings in economics: one is the
value in use and the other is the value in excBamigfe bearing in mind the comparison made by Smith
bet ween di amonds and wwahatesrrare isAhalualderaddiwater, which isfhe lzestof a o
al | things, is also the cheapesto. Both definitd.i
necessary not reflect its true value. Looking further, Dupuit and Marshall point@derentitems having
no market price at all can have a positive economicdvaluemark that has been accepted in modern
economics only in the second half of the @atatury when the method of rararket valuation emerged [1]
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In particular, water hasvary specific feature, notably its marginal value declines sharply: people
would pay very high prices for drinking water, as they need it to survive but tend to appreciate it much less
when water is abundant. Therefore drinking water is a good withygeigéraonsumer surplus.

WATER: AN ECONOMIC GOOD

A broader understanding of economic goods can be interpreted in the following: people may value a
natural resource out of considerations unrelated to their own immediate and direct use of it, sheypmay wi
preserve a future option of satisfaction or would like to protect it for future generations. [1]. In the following
an overview will show, how economics arrived to this concept.

Ward and Michelsen equate the economic value of water with its macketpr They st at e,
economic values of water, defined by its price, serve as a guide to allocate water among alternative uses,
potentially directing water and its complementary resources into uses in which they yield the greatest total
economicretun 6 [ 2] .

A new approach was the extension of the economic concept of value to a broader class of items than
just market commaodities: anything could actually be a market good from which people derive satisfaction.
This was formally demonstrated by Malawtign he showed that the modern formulation of the problem in
terms of duality theory, carry over from the valuation of market goodsmanket items. His findings lead
to the following conclusion: the natural environment is a common property.

At the 1992 International Conference on Water and the Environment the four Dublin Principles were
declared. One of them holds that water has an economic value in all its competing uses and should be
recognized as an economic good. The spectre of this senterea@lseee 0 be wi de: from 0we
from any other economic goodo6 [ 4] to Othe Eartho
Baumann and Boland is correct when they point out that water is a necessity. However, water is perceived as
having a special significance that most other commodities do not possess: its special economic features.

Furthermore, water is both a private and a public good. By contrast, most of the other commodities
associated with food, shelter and clothing areyaneate goods and have no public goods aspect. The
public good nature of water influenced its legal status: in Roman law and to an extent of Civil Law systems,
flowing waters are treated as common to everyone (res communis omnium) and are notheipgble of
owned. These waters can only be object of rights of use [6].

The specific features of water highlights, why the road presented above was so rocky. The mobility of
water and the opportunity for sequential use anserenake water relatively disitiecas commodity. By
consequence, it is essential to find the tools to internalize the externality associated with the mobility and
return flows.

The variability of water supply in terms of space, time, use and often quality had a major impact on
the gldoal prise of the good: the uneven distribution on the globe, the distribution of precipitation for a given
region and the use for example in agriculture, where irrigation is needed ordgfinedefieriods of the
year.

Uncertain supply

The challengethe world will face in adapting to water issues are enormous. According to many
projections [6], as the water cycle is a closed dynamic system, the total volume of runoff will be relatively
stable and the amount of global surface water remains faitlyT figegroblem roots in more complex
aspects: these are the extremities that will cause major concerns. More frequent natural disasters are imminent
droughts, floods, uneven precipitation escalating in torrential rainfalls, higher water temperdttines and al
consequences that are related to these tendencies. The changing environment obviously affects the water
supply making it more unpredictable.
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High and dry

Those countries which experience already considerable amount of water stress will become even
more water scarce: the MENA region, Central Asia and Central America. Notably, much of the decline in
runoff is projected in the least developed countries. When drought hits a region that is already water stressed,
migration to the cities is induced: ecdnamigrants head to the urbanized area, instead of seeking other
alternatives for adaptation strategies. Drying events are thought to have fueled transboundary invasions back
in the ancient times: China and Egypt experienced these threats that |¢adItmgwlbility. Today, due to
the delicate nature of wéawhere the process is generally costly and outcome is rather uheedaim
transboundary water conflicts, disputes are mediated and peaceful resolution is facilitated on an international
level. However, water conflicts within a country are much more widespread: water shocks are usually followed
by spikes of violence leading to regime change in developing countries. No surprise, these are the areas, whert
population living on the edge reasasitively to the slightest decrease in ingéfndungary has a very
privileged situation with its many affluents. However it must be considered that the amount of water entering
the country is decreasing: according to the Hydroinfo databasis tleelzamubg level decreased by 1cm in
average in the last 100 years.

When itds too much

Floods cause a more visible and perhaps an even more rapidly growing toll. A recent study used
met eorol ogi cal data to reconst lonexduring 198008 [6lclbunt r y
found that national incomes decline after a disaster and do not recover within 20 years. The results suggest
that future cyclone activity would result in costs of &DtLO trillion larger than previous estimates. What
aggavates the situation even more is that the process of urbanization is the most dramatid imildaie
income countries: the number of dwellers is projected to grow by 2.5 billion people [6] mairprondlood
areas, deprived of municipal wateitation and flood protection.

In case of Hungary unprecedented floods raise major concerns: in 2013 historical flood records were
registered along the Danube without severe consequences, for this time. But it is essential to bear in mind that
morethammne quarter of Hungaryds popul ation i sd servec
therefore flood protection should become a priority in water management in the country.

The economic effects of water shocks are diverse. It can causnaluteficits or health impacts in
young children, or income shocks that prevent families from investing in their education. The fetal origins
hypothesis demonstrai@sand mounting evidence shodvéhe important role that eatife conditions can
have orfuture life success [7]. A less competent population with hindered economic background obviously
decelerates or even detain growth.

Treasure underfoot

Aquifers contain about &Jof the available freshwater of Earth and act as a natural buffer against
climate variability [6]. If protected and managed along with surface water, groundwater can do much in
adapting to climate change. It loses negligible amount of water through evaporation and transpiration. Long
retention time and slow response make it mdéreréd against environmental changes. However, the quality
of ground water is influenced by climate change too: rising sealevels push seawater inland, resulting in quality
issues.

To conclude the above presented it is essential to see, that in theijwasentan improved water
supply for the nearly one billion people around the globe is needed. But it should be considered too, that the
worl dés popul ation is stil!l increasing in those a
Hungary is renowned internationally for being rich in groundwater. However recently it has been proved that
the groundwater level is decreasing and the natural habitats in many parts of the country are becoming
endangered.
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Thirsty demand

The total amount ofvater demand has been challenging to define. The World Bank created a new
perspective to determine the drivers of demand: farms, cities, energy and endioatlecthe expanded
water nexus, represented in Figure 1. According to their concepbmititethree decades the global food
system will require 4BD% more water, municipal and industrial water usage will increasé0By, G0e
energy sector is projected to experience a boost of 85% while the environment will receive even less and
worse ofwater [6].

FOOD

ENERGY WATER ’ URBAN

ENVIRONMENT

Picture 1. The expanded water nexus [6]
Meeting food security challenges

Water fits the definition of essential final good: no life is possible without water. Biologically human
life is not possible without at le&sl0L/day per person of water. The UN and the WHO determined the
limit 20L/day per person, while Gleick [8] argued that this limit was too low and advocated that the basic
human need should be at least 50L/day per person. However, if we comparesshiy meicemum, with
the average water consumption in the developed wabldut two magnitude of differencé& can be
declared, that water demand grows sharply as life circumstances improve.

On the other hand it is important to see, that as life asgilpe without any access to water, the
problem for those, affected by water security issues are more related to quality. These two observations
highlight the need to adopt a behavioural approach, where the focus is not on the need but rather on the
amoun of water that is covered by the willingness to be paid. World Bank has experience of studying the
phenomenon. It proved that households spend considerably more dhmaitdy to purchase water from
vendorsd than the expected3®6 of income. The quéast therefore is how much people value piped, public
water supply relative to the existing alternatives. Compared to efeatratiter influential servicevater is
lagging behind [6].

Sustainably feeding 9 billion people by 2050 is one of thetgteaitenges: food production needs
to duplicate over this period while methods must be found that do not degrade natural resources [6]. The
agriculture consumes already 70% of the available freghieitey the single largest anthropogenic water
user.Little additional surface water is available in many parts of the world. The increasing number of closed
basins is becoming an urgent problem: groundwater aquifers are heavily exploited and groundwater
abstraction requires approximately 30 percent mamgy éhan surface water irrigation. This results in
significantly higher greenhouse emissions: 4 to 6
water quality related problem of fertilizers: in the most developed parts of the gloleuyshaxspmitrogen
concentrations have already reached unsafe levels [6].
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Changing cities and changing climate

Over half of the worl dds pop WdoadgiobabGDP.IAndvtlees i n ¢
world keeps on to become even more urbanizetie next three decades water demand is expected to
increase by 50 to %0 One in four cities worldwide experiences water insecurity. Flooding, heat waves and
rising seas can degrade the quality of surface and ground water that can indirectlywlisangdbeomy.

In Jakarta flood related financial losses rea¢8Bd900 million in 2007, when a major flood occurred
reaching 25% of the city. And things will get worse: the city confrontevelsese of 60 cm or more over
this century) the Northen parts of Jakarta are predicted to be 4 to 5m below sea level within 20 years [6].

Water for energy

Cleaner energy sources consume surprisingly high amount of water causing distiifict trade
between the use of water and energy.

Surprisingly, the thiiest business among the renewable energy sector is solar energy production.
Desalination and water recycling are not economically feasible options for lower value added uses: desalinatec
water costs about 4 to 5 times more than treated surface watelurldifred are the best choice, if one
considers water performance [6].

Environmental water requirements

Environment is the residual claimant of water resources: receiving what is left behind by the previous
uses and much of this is polluted. It is estiahat 20 to 36 of the total available water in each basin is
required to maintain plant and animal life and sustain critical ecosystem services like water purification, while
temperature changes will likely increase the needs of these ecosysespecialig challenging, how to
determine the environmental water requirendeageach and every waterway has unique circumstances. The
Australian experience is a very good example of environmental stewardship as smart water resource
management can pgmhitigate the environmental impacts [9].

The fuel of economic growth

|t is known that many of the worl dds major ci
rivers where watdorne transportation was facilitated. However evidence isviess @md more negative
as of today while it is surprisingly difficult to measure the concrete benefits associated with an increment in
water availability; these difficulties are clearly evident in the literature on water and economic development.

In 2015 the UN has determined seventeen Sustainable Development Goals with clean water and
sanitation listed as the sixth. Considering the expanded water nexus presented in connection with demand, it
can be deduced how all sectors of society are interlinkaghttlie common currency of water. This is an
essential cornerstone to start from while defining the relation between water availability and economic growth
[10].

However, water shortages are becomi ngciemtyr e obyv
by industry, cities and agriculture even in arid areas; and much of it is wasted without economic benefit, often
with negative economic impacts. It seems that having an adequate supply of water might be a necessary but
not a sufficient condition foeconomic growth: with areas lacking an adequate amount of water will not
flourish economically. When water is in short supply, there will be changes in what is produced, where it is
produced and the efficiency of production.

But vulnerability discouragmajor investmendsespecially water infrastructure related projects. This
tendency affects the Poor, as their circumstances will not be ameliorated: poor households are less robust and
more vulnerable and also tend to be located in higher risk drags pinane to be more affected to water
related threats.
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The third threat being climate change has important consequences as well. The expected global
damages are small relative to the expected global GDP in 2050, ranging betve48 @file signdant
variations exist between regions [6]. Western Europe and North America, where much global GDP is
produced, experience negligible damages in most scenarios. The bulk of losses are in the Middle East, the
Sahel and Central and East Asia and the nuggnitlosses is largely driven by the level of the water deficit.
The economic consequences are highly unequal with the worst effects in the driest regions.

Balancing water

Water is a complex natural resource. About 1.6 billion people live in couhtpéysidal water
scarcityd a number that will double in only two decades. This results in an ever increasing constraint: demand
for water is ever increasing, but supply remains fixed and more variable.

According to KarlG° r an Mal er t hwronmental idegradateomu is e faildre oé the
markets to deal adequately with public goods [11]. It is therefore essential to find the way to allocate water to
sectors and uses where demand and value added is greatest.

While in the World Bank report [6]s stated that the problem of water is not one of economics but
politics, not one of physical shortage but goverdamiaere the generic problem of water is one of matching
demand with supply, of ensuring that there is water of a suitable qualitglait lbcation and the right time.

When governments respond to water shortages by boosting efficiency and allocating water to more
highlyvalued uses, losses decline dramatically and may even vanish. Improved water stewardship thus pays
high economicididends. Prudent wateranagement policies can do much to secure growth. This requires
using market forces and prices to guide water allocation decisions. The benefits to managing water resources
as a valuable economic resource are considerable. Wasgeprilndded for free promotes and condones
overuse and waste. More efficient water pricing, coupled with policies that safeguard the most marginal
members of society, can therefore ensure that sufficient water is conserved and guarantee enough water to
meet basic needs.

The prices paid by industry, agriculture and residential users are often unrelated. Furthermore the
price of water that most users pay for water reflects its physical sudohpitastand operating cosend
not its scarcity valuelowever, some countri@sncluding Hungarg levy an abstraction charge for water
these charges tend to cover rather administrative fees and are not based on an assessment of the economi
value of the water being withdrawn.

CONCLUSIONS

According to thoséhat have been summarized in this article, it can be understood that water is an
economic good and that it has an obvious effect on economic growth. However, it is not a direct connection:
it manifests through water availability and uncertainty thatoiwibg an ever increasing issue. Efficient
allocation across water sources and uses are essentials for long term achievements while growing populations
rising incomes, and changing climate all three increase the competition for a limited resouiate fhie alle
problem solution must be found by the means of economic models and effective policy programs must be
established on a global level.
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SEUSO TREASURES

The Hungariasovernment has repatriatibe Seiso treasure, a spectacular hoard ed¢etttury Roman
silver whose ownership had long been contested by several chuatsmEsongarts of the collectias
exhibited in the Hungarian Parliament.
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FROM AN NGO AND DONOR DEPENDENCE TO A
SUSTAINABLE SOCIAL ENTERPRISE

ANNOTATION

The reality is that the old NGO model simply cannot be sustained in a time of shrinking
government funding and increased call for efficiency and impact in international development. It is
time to realize that NGOs need to become more independent from Governments, financially
resilient and accountable for their activities. By Chris Meyer zu Natrup, September 2014 Devex
https://www.devex.com/news/from-ngo-to-social-business-why-and-how-84259
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1. WHY MOVE FROM AN NGO TO A SUSTAINABLE SOCIAL ENTERPRISE (SSE)?

Most NGOs have two huge problenfsrst, they are partial in that their activities (in general) only
cover a part of the problem they taékhaicro-credit, education, health provision, entrepreneurialigart
etc. They are either confined to only a few geographical areas or part of the issue such as female primary
education.Often NGOs simply do the work that Governments cannot afford t&eoond, at the end of
every project cycle they look for fundingriant form. In fact probably most NGOs spend half their time
(and therefore resources) looking for donors.

2 Dr. Michael Hopkins
CEO, MHC International Ltd, London, Geneva, Mauritius (CSR & Employment Research and Advisory Services)

CEO,CSR&Financial nsti tute, o6ésocially responsible financially
Founder CSRMeetups (Geneva, Washington DC, New York, Amsterdam, Athens, Mauritius, Boston, Accra,
Mumbai)

AVideo on Michae&SIRIsSuNewi Rabk Il i ty: From t hBookkMailaldei ns t o
on Amazon.com@mjdhopkinsalso @CSRFI
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Of course, many NGO8& we can think of Medecin Sans Frontieres, International Red Cross,
Amnesty International, Transparency International, GeernWWF eté are either advocacy organisations
or performing tasks across countries that national Governmems a@an

But many, if not most, NGOs are supported by external funds and basically stop once the funds dry
up. Many Governments from thehrisorld support NGOs through their aid budgets as well as support
coming from philanthropicdonorB.ut t he former i s starting to dry u
make people more selfishhe latter is also under examination as phitguisks start to examine socially
responsible investment. There, as UBS recently noted, an investment in a socially responsible activity could
|l ead to modest returns and oneds capital preserve
the return on investment is zer@learly, an alternative that leads to sustainability through money earning
activities that may also make profit, is highly attractive. That is why the notion of a SSE has risen so quickly
and becoming popular around the world

2. NEED A MORE SYSTEMS APPROACH THAN INDIVIDUAL PROJECT APPROACHES:
WHAT TO DO?

Most entities such as an institution are systems and therefore a systems approach is very helpful in ensuring
the various bits and pieces fit together in a whole, weresesmh lnows their responsibifitalso known
as Performance Management.

Chris Meyer references above suggest six key steps that are needed to take an NGO intofleeiggda fully
SSE.Briefly, these are:

1.Cut down to (bare) essentials
1 Decide what yoare good at and cut down everything else.
2. Get helpfi but not too much

1 Make sure one or two consultants are there to help with the development of business plans for each
business unit, working with not just forfi the board and managers.

3. Build a husiness planii a real one

! Setting out our values and ambitions, and spelling out the external forces influencing the
organizations do not count. And yet, the business plans of many NGOs are just that.

1 A real business plan addresses the six operatiosabfasegy organization: activities, structure,
communication, HR, finance and support infrastructure.

4. Accept the casualties

1 Be clear in your communication and expectations from each staff member. Ask them if they really
understand the need for and théhpaf the change. Ask them if they think they have the skills,
tenacity and motivation to see it though.

5. Give profitand-loss skill and responsibility

1 Giving people the skills and responsibility to run their own profit and loss creates bettedresults an
increases satisfaction of most managers

1 Profit is not a dirty word in the development and aid sector, and once everyone understands that a
reasonable surplus actually ensures sustainability and independence from donors, most managers
support it enthusiasally.

6 . Move toward 6open devel opmentd

1 Ensure transparency and accountability are central to the process.
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Putting all these steps together provides a Plan to look at all aspects of the NGO and identify parts of the
system that need to be preservedruexisting rules. That means those that are key to the NGOs activities
but are not easily turned into profit centlesy must be financed by other profits centres or by direct grants.
Then to look at areas that can be expanded or created to becoumaanrersWe look next at an NGO

in the slums of Nairobi that was set up by one of the authors thirty years ago and explain, briefly, how the
above steps are being implemented under the guidance of another of the above authors.

3. MYSA AS AN EXAMPLE OF CHANGE FROM NGO TO SSE

What is MYSA?

The Mathare Youth and Sports Association (MYSA) was set up three decades ago by one of the authors when
he was working for the UN in Nairolidne day he went to a part of one of the poorest slums in Africa with

one nillion people and saw three youths kicking a can around in the midst of Hblisked them why

they didnot cdnetaur prablem wabk the replid tben prbmised them a new football if

they cleared up the rubbish in three dageydid. He did. MYSA was founded under the vision of Bob

Munro:

6You do something for me and |8l do son
Today:
Thus, MYSA was founded and registered astekelfouth sports and community development project in
1987 and was first based/iathareone of Afri cads | argest and poor est

people live in slums and call these slums their home, living in mud huts with no clean water, electricity or
sanitation. When you grow up in a place like this, it ta@ndoe be optimistic about your future.

Today over 30,000 youth on 2052 teams take part in the MYSA sports, slum cleanup, AIDS prevention,
leadership training, jailed kids, photography, music and other community development activities. Another
10,000/0uth from eight countries participate in a similar sport and development project initiated by MYSA in
1999 in the Kakuma refugee camp in northwest Kenya.

Sport is combined with community outreach and development activities. To give young peoplartie skill
confidence they need to aim higher, achieve more and improve th&iMBAss run by the Youth and for
the Youth who take part in its activities and gives the youth an opportunity to dream of a brighter future.

Today, there are 30,098 (Boyd 20/ and Girl s 9,991) football t eams
zones. But MYSA is more than football, apart from goals, teams earn points from taking part in other
activities off the pitch, like community cleanups, participating in HIV/AIDS awasessgss and
volunteering as a referee or a coach for other teams. This earns extra points which could be the difference
between a team winning the league, or being relegated

Since then:

- MYSA has been a global pioneer on sport4development&pehoesfoletades
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-But MYSAGs also been donor dependent during those
-MYSA8s now committed to a new and trailblazing tr
-MYSAG6s transition anchored by its new perfor mance
MUFC/MYSA nominated for Nob&eace Prize:

OA team from the slums of Nai robi have been nomi
(MUFC) and the Mathare Youth Sports Association (MYSA) are among the 165 nominees alongside such disg
asBonoanche Pope é I n return for the facilities and c
attend Aids, pregnancy aiasvdregess classes. There are scholarships,too, for photography, music and drama
points forthe wor k as well as their football .o

0The Pope, Bono and Mathare United FC6, The Obser:

- BBC documentary on MUFC scoops 2009 Foreign Press Award:

oln the deep mire of povertyi théMathare Youth\NBpdrih Assoeiationa
(MYSA) has tapped the enormous passion for the game to create a unique programme of football coaching and
devel opment. Founded in 1987, MY Sigatioh and cohckirg sihimked Af r

to voluntary public service. The senior team, Ma t
status and then won two of three Kenyan Cup finals in the next four years. Thesnessage atmolesbeen I
elsewhere who have sought to use football as andnstmniehtiofpdst r econci | i ati on i n L
MYSA®ds most successful failure is Moses Mutul: W

U16 team fothe EceYouth Tournament in Brazil. He then refocused on his studies, graduated at the top of
his class at the University of Nairobi, won a Rhodes scholarship to Oxford University, qualified as an actuary,
worked for Deloitte in London and South Africa isntbw Head of Actuarial Services at CfC Life in Kenya.

In 2011, Moses became the first MYSA alumni to join the MYSA Board of Trustees.

4. HOW IS MYSA BEING CHANGED INTO A SSE?

The work started in 2015 and is aimed to be completed byAd@2@ly MY SAas created profit making
social enterprise centres in:

- Training/consultancy services on sport4development/peace

- MYSA Fitness Centre

-MYSA Sports Caf®

Planned include income generating activities such as:

- Sports Hall rental for external ftiaos (e.g. weddings, meetings, etc)

Playing field/stadium rental

Branded products

Physiotherapy Clinic(s)
Borehole water sales

Much of MYSA was already a social enterprise but provided its services Far fresgance MYSA has

trained may professionals including professional soccer players such as Wanyama at Tottenhem Hotspur in
the EPL. Yet got no return on its training investméraday each entrant into the MYSA complex is asked

to sign a form that says, should their income excestam level, they will give 1% of their revenue to
MYSA.
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5. FINAL REMARKS: NO QUICK WIN NOR OPPORTUNISTIC BUT LONGER TERM
As in all things in life, there are no quick fixes. Yet already MYSA has been copied in over 300 NGOs around
the world. Next st is to create a sustainable MYSA that is 75% free of grants and also to work with other

NGOs, Governments, donors and International Organisations to bring the dream of development to young
kids around the world while remembering:

6You do soemeamd ngbflordom somet hing for med

PS The only 6workd& in the above was mentioning a

Dancing earsE  IByilvia Nagy
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