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1. THE BACKGROUND AND OBJECTIVES OF THE WORK 

 

The majority of businesses in Hungary are micro-, small- and medium-sized 

enterprises. The SME sector plays a decisive economic role in the country’s 

income generation, foreign capital management, investments, job creation 

and employment. SMEs are the main drivers of the economy, smaller and 

more flexible companies have an increasingly better chance to become 

suppliers. 

The significant growth in the number and economic weight of micro-, small- 

and medium-sized enterprises has, in effect, been the result of several 

factors. These are the fundamental factors: the changes in the conditions of 

economic activity, the progressively developing organizational and legal 

system of the market economy, the collapse of the corporate structure of the 

former large companies and the impact of the related employment 

constraints. The dynamic growth of the micro-, small- and medium-sized 

enterprise sector contributes substantially to the development of the 

organizational and ownership structure of the market economy that is typical 

of Hungary today. 

 

The appreciation of the role of SMEs is also assisted by the processes of 

large companies as these companies have outsourced a significant part of 

their activities for cost reduction purposes. SMEs can thus gain importance, 

since they are flexible, and have recently emerged in the field of innovative 

business services. 

 

1.1. The Relevance and Importance of the Topic 

 

SMEs produce more than half of the value added in the non-financial 

business economy in our country, while their ratio in employment is about 

70%. The role of SMEs is decisive in the fields of real estate transactions, 

professional activities, as well as in construction, where more than 90% of 

jobs are provided by them. In terms of labour productivity, domestic SMEs 

are below the EU average. 

Hungarian SMEs are lagging behind the EU average in important areas 

(entrepreneurship, skills and innovation, environment, and 

internationalization, etc.). The sectoral structure of SMEs reflects the 

dominance of the service sector. 

The importance of small businesses is also taken seriously by the EU, the 

European Small Business Charter (EC, 2004), adopted in 2000, points out 

that the backbone of the economy is small businesses.  
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The Lisbon objective is that the European Union should become the most 

competitive and dynamic knowledge-based economy in the world. 

The European Structural and Investment Funds will provide more than €450 

billion to member states between 2014 and 2020, and this amount can be 

spent on job creation and investment in growth. 

The majority of SMEs do not export, although improvements have been 

made in recent years. The weight of commodity industries (agriculture, 

construction) increases with the size of the organization. About half of the 

medium-sized enterprises are already engaged in tangible goods production. 

 

The analysis of the activities of SMEs is also justified by our decline in 

competitiveness, as the difficulties caused by the 2008 crisis worsened our 

competitive position. 

In terms of R&D and innovation our performance is unsatisfactory. 

 

Small businesses are considered to be the driving force behind innovation, 

employment and social and local integration, their activities promote the 

dynamism of economic life. Therefore, the topic and the detailed analysis of 

the SME sector are relevant. 

 

1.2. Objectives of the Research 

 

The development of SMEs, in my opinion, is the strategic goal of our 

country. Ways to achieve this goal need to be explored and defined. 

The role of SMEs will be presented in detail, answers to problems that have 

arisen will be provided on the basis of scientific examinations and also a 

strategy that adapts to change will be presented. 

 

The main objectives of the dissertation: 

- The primary aim of the dissertation is to examine the economic and 

social environment of the domestic and international development of 

SMEs and their role in enhancing the process of economic innovation 

- The second main objective is to analyse the obstacles to the effective 

functioning of SMEs, in addition to examining sources and the types of 

funding, demonstrating the possibilities for organizing cooperation. 

- My third objective was to explore the direction in which the 

determining factors need to be changed in order to ensure the fastest 

possible growth rate for the SME sector. 

 

On the basis of primary and secondary data, conclusions will be drawn on 

both the current state of SMEs and the main directions to be followed. 
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1.3. Hypotheses of the Research 

 

Having used the results and my experience of the literature review, I 

formulated and examined the following research hypotheses in my 

dissertation. 

 

H.1. The current high administrative burdens, excessive administration and 

regulation, especially the economic crisis of 2008, resulted in a major 

downturn in the performance of a significant part of SMEs. 

H.2. The performance of SMEs is not homogeneous and varies considerably 

according to their characteristics (geographic location, sector, 

innovative activity, company size, etc.). Depending on the size, their 

willingness to invest also differs. 

H.3. Lack of co-operation undermines the competitiveness of SMEs. The 

situation of SMEs working in clusters is more favourable in many 

respects (access to information, innovation opportunities, participation 

in tenders, etc.). In many cases, opportunities for clustering do not 

exist. 

H.4. The development dynamics and investment activity of SMEs are far 

from desirable, and new perspectives (loan programs, tendering 

systems, etc.) should be promoted to increase their employment role 

and their dynamism. 

 

The justification of the hypotheses is based on the systematic review of the 

domestic and international literature and the results of the secondary 

research. However, the hypotheses for which I did not find references in the 

literature, are justified on the basis of primary research. I strive to provide 

methodologically sound responses to the validation or rejection of the 

hypotheses with the correct preparation and implementation of the research. 

 



 7 

2. MATERIAL AND METHOD 

 

The academic dictionary defines research as “solving a problem by means of 

hypothesis and its inductive or deductive proof.” 

 

2.1. The Procedure of the Research 

 

The research activity is a process, thus it can be physically represented 

(Figure 1). 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 
 

Figure 1 The Research Process 

Source: Majoros, 2003 
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2.2. Database and Methodology of the Secondary and Primary Research  

 

During secondary research I used the data and published results of others. 

This also means that during the processing the already known results were 

evaluated and systematized. The literature review enabled me to analyse the 

situation, possibilities and domestic operations of SMEs in a more detailed 

way, compared to EU data. The main topics discussed were the following: 

 

- the effects of the 2008 crisis and the factors that prevent effective 

operation, 

- adaptation to external environmental factors, 

- changes in competitiveness, 

- opportunities for credit and financing, 

- the state of investments, 

- development in employment trends. 

 

During the research HCSO publications, related STADAT databases, and 

EUROSTAT databases were used, the final available data were normally 

from 2015. 

After the literature review chapter the results of the secondary research that 

helped to partially prove my hypotheses were highlighted. 

 

Primary Research 

 

The goal of my primary research was to prove whether my hypotheses were 

justifiable or unjustifiable, namely: 

 

- excessive administrative burden and the economic crisis of 2008 have led 

to a serious decline of SMEs, 

- the performance of SMEs is not homogeneous, their willingness to invest 

depends on their size, 

- the lack of co-operation undermines the competitiveness of SMEs. 

Clustering must be considered. 

 

The collection of representative data was carried out accordingly. 

The questionnaire data collection was implemented between October 2016 

and March 2017. During the sampling mainly North-Hungarian SMEs were 

surveyed. This was partly because of the easier access (acquaintance) and 

partly to become more familiar with the region. My previous publications are 

partly related to this business circle and that is why I considered the 

examination of SMEs in the North Hungarian region. 
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Pre-tested questionnaires were used during the survey. Of the 325 

questionnaires sent out, 220 applicable questionnaires were returned and 

processed. Not all respondents answered all the questions, thus there might 

be minor differences in the evaluation, which means that the evaluated 

responses are generally less than 220. 

 

The region is declining compared to other EU regions; the improvement of 

SMEs could greatly help. The secondary findings can be generalized; 

nonetheless, the generalization in the case of the primary research may be 

accepted only after weighing. The 220 samples provide sufficient 

information of the original population. The address list of the SMEs in North 

Hungary was available, which was necessary for random sampling. In the 

case of a homogeneous finite population, the sample elements are selected 

without reversing, with equal probability per each element; this is how 

sampling was done. 

 

The SMEs were numbered and selected by means of drawing lots. The 

addresses or e-mail addresses of SMEs were at my disposal. The law of large 

numbers applies within the framework of mass phenomena and is subject to 

the condition that the random effect is not limited. 

 

During statistical sampling the statistical methodology used to select the 

required sample element number was observed. The sample number is 

important because the accuracy of the estimation depends on the size of the 

element number. However, a large number of sampling is costly, so a 

reasonable decision must be made on the number of elements in the sample. 

 

The degree of representation was checked. A sub-sample of the 

questionnaires received was formulated (50% of the questionnaires) using 

the Random Samples of Cases command of the SPSS program. This was 

repeated in ten cases and sample standard deviation remained below 5% of 

the averages of all variables in the questionnaire. This proves that the 

standard deviation of the sample for the whole sample is less than 5% (the 

protruding values for the whole sample are even less pronounced for the 

result). 

 

The number of elements included in the sample was determined by the 

formula given by SZŰCS I. (2008): 

 

2

22

 n 
h

st 
  

n = required sample element number 
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s = corrected standard deviation  

t = Student’s “t” distribution value  

h = error (average*0.05) 

 

The number of questionnaires required for the analysis was determined on 

the basis of this calculation thus the 220 questionnaires provides appropriate 

representation for the majority of the examined questions. 

 

The data recorded in the questionnaire were evaluated with statistical 

calculations based on scientific methods. After entering the data, statistical 

processing was completed using the SPSS 20.0 program. 

 

In a query with a Likert scale it is demonstrated that in case we can identify 

the type of distribution of responses to a given question based on expert 

information or preliminary results, then achieving a predetermined error 

limit at a predetermined level of confidence can be achieved with a much 

smaller sample than the general use.  

 

This attests that the 220 samples provide adequate representation. 

 

2.3. Statistical Methods Used in the Research 

 

Mathematical statistics play an important role in the methodology of 

research. Objective statistical methods make it possible to justify or reject 

research hypotheses. 

 

The following methods have been used in this work: 

 

- Time series analysis 

- Trend calculation 

- One- and multivariate analysis 

- Statistical distributions 

- Mean 

- Dispersion 

 

The use of multivariate analytical methods is important because they allow 

the exploration and explanation of the existing relationships among the 

subgroups of the variables. Of the multivariate analysis methods mostly non-

parametric tests were applied during the phase of the quantitative research 

in this study. 
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The ranking-based methods proved to be the most suitable ways to test my 

hypotheses.  

 

- Kruskal - Wallis teszt 

 

Kruskal-Wallis test was applied to test the differences between three or more 

independent samples in this research. 

The test is used to compare the means of more than two independent 

samples, which basically means that it is the variance analysis of data 

measured on the ordinal scale. 

 

- Exploratory factor analysis 

 

In the case of multivariate methods the interaction among all the observation 

variables is investigated. It is assumed that there is a close correlation 

between them or their particular groups because the variables belonging to 

the same groups depend on a common background or factor, which are 

called background variables. 

 

The core of this method is to determine fictitious independent background 

variables instead of the interrelated original variables, which allowes the use 

of fewer artificial coordinates to examine the the original features of the 

observation units. 

 

The method provides a way to find variables which are not originally 

considered to be correlated. 

 

Following the varimax rotation of the principal component analysis, the 

correlation coefficients expressing the relationship between the original 

variables and the hypothetical background variables are presented in a table. 

 

Factor analysis is used to examine the correlation between several 

correlating variables. 

 

- Canonic correlation 

 

During data analyzis we may need to divide the variable set into two parts 

and examine the two sets of variables. This is done by means of canonical 

correlation that reveals the relationships between the two sets of the variable 

set, explaining the set of dependent variables with the other variable set. 
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- Discrimination analysis 

 

There is often a situation where we want to know which group people belong 

to or will belong to. Discrimination analysis examines problems of how to 

group people based on some of their examined characteristics, to identify 

individual groups and to predict group memberships based on the above-

mentioned test characteristics. 

 

The task is to find the best function of separation among the non-perfectly 

separable elements. 

 

2.4. Qualitative Method (In-depth Interview) 

 

In-depth interviews provide non-representative and non-statistical results 

with the aim of better understanding the relevant issues. Qualitative 

information makes it possible to understand the deeper context of the 

examined topics, and respondents can express their views in their own 

words. 

The reason for choosing this method is that an individual in-depth interview 

is a personal, direct conversation and has many benefits (eg. respondents feel 

less stressed than during a group interview). The interview is conducted on 

the basis of a guideline, but the responses influence the formulation and 

order of the questions. 
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3. RESULTS 

 

The chapter contains the most important findings of the questionnaire and 

the in-depth interview. 

 

3.1. Presentation of the Participants in the Questionnaire 

 

Simple random statistical sampling was applied among SMEs to select 

respondents. The questionnaires were returned both by male and female 

respondents. Considering the 220 questionnaires, the proportion of male 

respondents was 67.29%, while that of the female respondents was 32.71%. 

The vast majority of respondents are either married or live in a cohabiting 

relationship. Most of the respondents live in North Hungary, thus it can be 

stated that during the sampling inhabitants of the region were involved 

mostly. The role of other regions from the point of view of residence is 

insignificant. 

 

Two thirds of the respondents reprsent urban population and 61.68% of them 

have a college or university degree. This proves that SMEs are managed by 

qualified individuals. The sectoral nature of the commercial activity refers to 

what the business is involved in. In this respect services and agriculture 

dominate among the surveyed SMEs, but the role of trade and tourism is also 

significant. 

 

As for the number of employees micro-enterprises are on the top, and the 

number of large enterprises is less than 2%. 

The majority of businesses have been operating for a long time, but the 

number of young businesses is low. 

With regard to the average annual turnover, it can be stated that the 

businesses involved in the survey are significant enterprises since the annual 

average turnover is above HUF100 million in the case of 44 SMEs. 

 

3.2. Presention of the Most Important Results 

 

Support for SMEs is far behind that of multinational companies. It would be 

important to make support and tender available for SMEs which could 

enable them to become suppliers of multinational companies. The idea is of 

major importance for the future of SMEs and to improve domestic 

employment (Figure 2). 
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Figure 2 The lack of support and application opportunities hinders 

innovation 

Source: own calculation, 2017 

 

Of the issues relating to innovation “lower taxes”, “less bureaucracy” and 

“greater mutual trust” are the most significant ones based on the average 

values. 

Changes in new markets and the number of customers show varied results in 

retrospect for 5-3-1 years (Figure 3). 

 

 

Figure 3 Changes of New Markets and Customers over Time 

Source: own calculation, 2017 

Category of SMEs 
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The results of the micro and medium-sized enterprises show a growing 

tendency, while the trend for small businesses is descending. Undoubtedly 

this category was the worst hit by the crisis. The number of innovations 

improving company results has increased in all categories. 

The number of competitive products is generally slowly increasing, but 

micro enterprises are the most marginal. This also proves that micro-

businesses adapt well, but the price is low productivity. 

 

Changes in innovative activity do not show great fluctuations in 

communication, businesses take little care in this area. 

The post-crisis poor performance of enterprises was also caused by 

difficulties in borrowing. Micro-businesses are the first in employment, but 

are often not creditworthy. The end result is the refusal of credits either by 

the SME or the bank, which explains the 10% downturn after the crisis. 

Some of the SMEs fell into the trap of foreign currency lending, which 

justifies the classification of borrowing as too risky and too expensive with 

excessive administrative burdens (Figure 4). 

 

 

 

 

 

 

 

 

 

 

Figure 4 External Financing Possibilities of Enterprises 

Source: own calculation, 2017 
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Regarding the value of investments (for three years), most respondents 

specified HUF 6-20 million. The insufficiency of investments is indicated by 

the fact that significant investments can hardly be detected (Figure 5). 

 

Figure 5 The Value of Investment Planned for Three Years 

Source: own calculation, 2017 

 

3.3. Principal Component Analysis 

 

The form of enterprise, size, the effects of the crisis, and the tools of 

treatment (variables) were analysed with a method reducing variables. It is 

advisable to look at these aspects together as this will reveal the extent to 

which the opinions reinforce each other and also the relationships they form. 

 

The examined question can be classified as target 1 achievable by primary 

research. The total variances of the 21 variables were 21, of which 69.132% 

were subtracted into 7 principal component variables. 

 

In the research the principal component weights above 0.6 were considered. 

The analysis is presented in Table 1, which includes the rotated principal 

component weights. 
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Table 1: Principal Component Analysis 
 

Rotated Component Matrixa 

  

Component 

1 2 3 4 5 6 7 

 2.5  Classification within the SME category -,004 ,913 ,054 ,048 ,009 ,137 -,053 

 2.9  Number of employees -,015 ,939 ,041 ,006 ,014 ,090 ,033 
 2.10  Average turnover of the past 5 years ,030 ,737 ,107 ,476 ,053 -,139 ,024 

 2.11  How long the business has been operating ,019 ,149 ,061 ,773 -,050 ,121 ,048 

 2.14  Development of turnover in the past 5 years ,213 ,333 ,015 ,535 ,084 -,232 -,358 

 3.1  Crisis management regulations hav a negative 

impact 

,129 ,086 ,790 -,143 ,060 -,097 ,181 

 3.2  The crisis led to market loss and a deteriorating 
financial situation 

-,145 ,017 ,819 ,088 -,030 ,208 -,029 

 3.3  The strategic ideas had to be reconsidered 

because of the crisis 

,073 ,076 ,659 ,130 ,095 -,011 ,208 

 3.4  As a result of the crisis independent sales had to 

be used 

-,062 ,047 ,175 ,098 ,095 -,115 ,788 

 3.5 Reduction of operating and purchasing costs -,001 -,076 -,027 ,038 ,454 -,512 ,228 

 3.6 Deferrals of developments and investments ,183 -,081 ,042 ,035 ,741 -,040 ,015 

 3.7 Deacrese of employees, salary -,122 ,176 ,075 -,111 ,762 ,093 ,021 

 3.8 Co-operation of enterprises  ,013 -,081 ,387 -,239 -,004 -,111 ,584 

 3.9 Rescheduling Loans ,204 ,291 ,257 -,447 ,216 -,500 ,037 

 3.15 Significant decrease in profitability ,243 ,168 ,164 ,045 ,194 ,778 -,092 

 3.16 Circular debt occurs ,703 ,169 -,139 ,048 ,211 ,125 -,162 

 3.17 Significant layoffs have taken place ,507 ,244 -,236 -,329 ,104 ,351 ,315 

 3.18 Decrease in the dynomics of development and 
investments 

,834 -,103 ,004 ,113 -,009 -,107 ,024 

 3.19 Entrepreneurs in debt ,779 ,037 ,206 -,283 ,116 -,031 -,155 

 3.20 Step back from innovation ,814 -,092 ,113 ,006 -,019 ,017 -,055 

 3.21 Increasing administrative burdens ,720 ,060 -,055 ,181 -,166 ,206 ,240 

Extraction Method: Principal Component Analysis.  
Rotation Method: Varimax with Kaiser Normalization. 

a. Rotation converged in 13 iterations. 

Source: own calculation, 2017 

 

The already mentioned principal component weights indicate the relationship 

between the principal component variables and the original variables. 

 

Neither the size of the entrepreneurial form, nor the size of SMEs is 

particularly related to the effects of the crisis or how it had been dealt with. 

Among the size variables belonging to the second principal component, three 

principal components are closely related. Regarding the variable group 

showing close connections in the third principal component, the regulation 

had a negative impact parallel to the loss of markets and the deteriorating 

financial situation. 

 

The variable tending towards independent sales is separated, which is in the 

seventh principal component with a large component weight, but this 
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background variable also indicates the search for entrepreneurial co-

operations. In the last five years of the study after the crisis the behavior of 

partners is compounded by the first principal component based on the 

relationship between the principal components and the original variables. 

 

The fifth principal component highlights crisis management solutions that 

can be followed by SME businesses, which are the postponement of 

developments and investments, layoffs, and wage decrease. Similarly to the 

seventh principal component, the fourth one is also distinctive, which closely 

correlates with the operation of the business, similarly to the sixth 

background variable, this relates to a decrease in the results of the activity. 

 

3.4. Kruskal – Wallis Test for the Comparison of the Value of 

Investments Planned for Three Years and the Innovation Types 

 

In order to present the differences between the value of the planned 

investments in the following years and the innovation groups the Kruskal - 

Wallis test was applied. On the basis of significant relationship the larger 

planned investment can be related to more intensive innovation activity 

(Table 2). 
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Table 2: Comparision of the Value of Investment and Innovation Types  
 

Ranks 

 6.8 The value of investments planned for three years N 

Mean 

Rank 

 4.2 Technological innovations below HUF 1 million 18 91,39 

HUF 1-5 million 68 70,82 

HUF 6-20 million 84 118,17 

HUF 21-100 million 26 135,27 

HUF 101-500 million 8 166,50 

over HUF 500 million 4 125,00 

Total 208   

 4.3 A new organizational system is being 

created 

below HUF 1 million 18 61,50 

HUF 1-5 million 68 104,09 

HUF 6-20 million 84 108,64 

HUF 21-100 million 24 97,25 

HUF 101-500 million 6 159,83 

over HUF 500 million 4 76,50 

Total 204   

 4.5 There is no specific innovation 

activity 

below HUF 1 million 18 104,72 

HUF 1-5 million 68 102,65 

HUF 6-20 million 84 109,86 

HUF 21-100 million 24 82,92 

HUF 101-500 million 6 71,17 

over HUF 500 million 4 100,00 

Total 204   

Source: own calculation, 2017 
 

 

Significance values are presented in Table 3. 

 

Table 3: Significance values 
 

Test Statistics
a,b

 

  

 4.2 Technological 

innovations 

 4.3 A new 

organizational 

system is being 

created 

 4.5 There is 

no specific 

innovation 

activity 

Chi-Square 45,770 17,197 6,418 

df 5 5 5 

Asymp. Sig. ,000 ,004 ,268 

a. Kruskal Wallis Test 

b. Grouping Variable: 6.8 The value of investments planned for three years 

Source: own calculation, 2017 

 

For technological and organizational innovation there is a significant 

difference, where there is no specific innovation activity, there is no 

significance. 
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3.5. The main conclusions drawn from the questionnaire survey 

 

- On the basis of the answers it can be stated that the crisis led to a loss of 

market and a deteriorating financial situation and the strategic ideas had 

to be altered. 

- In many cases, enterprises tried to overcome the difficulties by delaying 

developments and investments. 

- It is generally believed that the crisis management regulations had 

negative impacts. 

- SMEs generally refrained from layoffs and wage cuts. 

- The shrinking channels of sales and the declining demand for products 

had a negative impact. 

- Profitability dropped dramatically and so did innovation. 

- The administrative burdens and the overwhelming regulations had 

significant negative effects. 

- SMEs did not become geatly indebted because of the weak borrowing 

opportunities. 

- SMEs consider technological development and marketing important, but 

the importance of investment is also recognized by many. 

- Marketing innovation is primarily hampered by the scarcity of financial 

sources. 

- The situation is critical in the field of innovation, technological and 

organizational innovation is minimal. 

- Respondents believe that he main obstacle to innovation are the current 

taxation regulations. 

- The importance of mutual trust is recognized by many, but hardly 

anything is done to make real changes. 

- Support for micro-enterprises is trivial, their interests are not considered 

when and they tenders are launched. 

- Medium-sized companies are more innovative, they can produce more 

dynamic growth and exploit export opportunities more efficiently. 

- Enterprises try to achieve fast development through state-subsidized 

loans or non-refundable subsidies. 

- When considering investments SMEs try to avoid bank loans, their 

primary source is their own capital. 

- The respondents acknowledge the performance-enhancing effects of 

investments, but few dare to invest. 

- Based on the factor analysis an enterprise’s material and energy 

management and adaptation to the financial environment are related. 

- Recruiting skilled workers is becoming increasingly challenging. 
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The Kruskal-Wallis test calculations are detailed in the dissertation, on their 

basis significant improvements could be detected in the following areas: 

- the number of competitive products, 

- recruiting qualified staff, 

- change of innovative activity in communication. 

- Based on the canonical correlation analysis, factors that inhibit marketing 

innovation affect several areas of the realized marketing innovation 

activity. 

 

3.6. The Presentation and the Evaluation of the In-Depth Interviews 

 

My questions were composed for the in-depth interviews on the basis of the 

objectives I described previously and the aim was to confirm my hypotheses 

supported by the questionnaire survey. These are the following: 

- Excessive administration and the unfavorable environment hinder rapid 

growth. 

- The crisis slowed down the development of SMEs. 

- The performance of SMEs varies considerably depending on their 

situation. 

- The proportion of larger SMEs is higher in commodity production. 

- Lack of co-ordination worsens competitiveness. 

- The results of the loan program are modest. 

- The dynamism of SMEs requires new ideas. 

- The performance of SMEs is not homogeneous, the crisis mainly 

affected micro-enterprises. 

- There are no serious problems as yet concerning the workforce, but the 

lack of potentials for wage growth may be a problem in the future. 

- There is a need for rapid improvement in innovation in order to enhance 

competitiveness. 

- The development of innovation is primarily hampered by tax regulations. 

- The lack of co-operation is extremely negative, the conditions for 

clustering are unfavourable. 

- Investments are restrained and insufficient for development. 

- The publick judgment of state projects is extremely negative. 

 

The target group of the study was the manegers (owners) of SMEs in 

Northern Hungary. The personal in-depth interviews were conducted in 20 

cases. 

 

I must respect the respondents’ request as to not disclose their names or data 

therefore no such information will be revealed in this work.  



 22 

 

The in-depth interviews were conducted between October 2016 and March 

2017 at the headquarters of the companies. The interviews were planned to 

take about one and a half hours, during which I first tried to create a friendly 

atmosphere only after which were the questions asked.  

 

Interviews were recorded in my notes by respondents’ consent. The 

questions were structured according to the topic, but they gave room for free 

answers and more detailed explanation of each issue. 

 

The first part of the interview covered the general data of respondents 

(gender, age, residence, region, qualification), and then questions about the 

situation of SMEs were discussed. For the sake of better traceability the 

aggregated data of the interviews are also summarized in figures. 

 

3.7. Conclusion Based on the In-Depth Interviews 

 

- 70% of the respondents were male, 30% were female. Most of them were 

between 26 and 40 years of age (50%), but the proportion of people aged 

41-60 is also high (40%). 

The managers (owners) of SMEs are qualified, 60% of them have a 

college or university degree. They usually live in cities (60%). 

- Basically they are located in Northern Hungary (75%). 

- Most of the surveyed SMEs are micro-enterprises (55%) or small 

businesses (35%) and only 10% are medium-sized enterprises. 

- SMEs do not achive the same performance, micro-businesses have been 

severely affected by the crisis, while larger businesses have been better 

able to adapt owing to their reserves. 

- As a result of the crisis, SMEs lost markets and had to chang their 

strategy. 

- The government’s crisis management was not successful; many SMEs 

have not yet been able to reach their pre-crisis levels in production and 

employment. 

- There are still some reserves for the labor force, but the lack of wage 

growth can undermine development in the longer term. In the future new 

ideas will be needed to improve the dynamism of SMEs (credit, 

competition, support), the current ones are insufficient. Skilled 

workforce can still be found locally. 
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- In terms of innovation the country lags behind, although this would be 

the basis for competitiveness. SMEs do not show a unified trend, some 

have been able to improve their innovation activities while others 

deteriorated. 

- In the respondents’ view the most influential factor hindering innovation 

is local and municipal taxation. This statement is in parallel with the 

answers to the questionnaire. The risk of return on investment is also 

significant. 

- Among the factors hindering marketing innovation the lack of financial 

sources is the most notable. The negative impact of the deficiency of 

information caused by the lack of communication must also be 

mentioned. 

- The lack of co-operation is usually mentioned by the respondents, but 

nothing has happened in this area for a long time. Today in the world it is 

not the companies but the clusters are the ones that competeNonetheless, 

in this country it is difficult to discover even the germs of this 

phenomena. 

Clusters are not a viable without knowledge-based research institutes or 

university campuses but such connections or the pursue for such 

connections is minimal. In the light of Western European and American 

examples, urgent changes of attitude would be needed. Usually college 

or university graduates participate in R&D activities but mainly in 

isolation and with little access to information.  

- SMEs can not generally consider any major improvement; it is indicated 

by their modest willingness to invest. Only larger SMEs intend to invest 

and develop. Micro-enterprises are more likely to fight for survival and 

cannot consider the current environment suitable for development.  

The more optimistic companies plan to invest using their own financial 

resources and non-repayable state support. They are reluctant to apply 

for loans and repayable state subsidies as a result of their negative 

experiences in the past. There are, of course, exceptions mainly among 

big companies. 

- Government projects and and the role of the government are almost 

unanimously judged very negatively by the respondents. They disagree 

with the statement that government projects are “fair and impartial”, 

what is more, many believe that they “distort competition” and are 

“generally incorrect”. Many refer to corruption, probably based on their 

negative experiences. 

 



 24 

3.8. Analysis of the Acceptance or Rejection of the Hypotheses 

 

Based on the secondary and primary research, the findings of my hypotheses 

are described below.  

 

Justification of the Hypotheses 

 

 Hypotheses Justification 

H.1. High administrative burdens, excessive 

administration and regulation, and especially the 

economic crisis that began in 2008, resulted in a 

major downturn in the performance of a significant 

part of SMEs. 

 

YES 

H.2. The performance of SMEs is not homogeneous and 

varies considerably according to their characteristics 

(geographic location, sector, innovative activity, 

company size, etc.). Depending on the size, their 

willingness to invest also differs. 

 

YES 

H.3. Lack of co-operation undermines the competitiveness 

of SMEs. The situation of clustered SMEs in many 

respects (access to information, innovation 

opportunities, participation in tenders, etc.) is more 

favourable. In many cases, opportunities for 

clustering do not exist. 

 

YES 

H.4. The development dynamics and investment activity 

of SMEs are far from desirable, and new idaes (loan 

programs, tendering systems, etc.) should be 

promoted to increase their role in employment and 

stimulate their dynamism. 

 

YES 
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4. NEW AND NOVEL SCIENTIFIC RESULTS 

 

1.) The effects of the economic crisis can still be felt, and the crisis 

could have been better managed by the government. Domestic 

administrations in relation to SMEs are rather bureaucratic, the 

rapid changes in legislation and the vast amount of new laws give 

rise to legal uncertainty. 

Concerning efficient public administration, Hungary lags behind the 

EU average. In many cases, new regulations – in spite of good 

intentions – only increas the bureaucratic burden. The government’s 

effort (e-administration, one-stop-service) is not enough. Employment 

decreased at SMEs and the credit difficulties adversely affected them. 

 

2.) Domestic SMEs are characterized by high labor- and low capital 

intensity, and their role in employment is higher than what is 

justifiable on the basis of their their turnover, and therefore their 

developmental dynamics are weak. SMEs are unable to fulfill their 

potentials, and new ideas must be applied to dynamism them. 

With a more favorable regulatory environment and thoughtful 

resources the government could improve the situation. Improving 

productivity is indispensable, but such a measure would lead to the 

disappearance of some of the SMEs. 

 

3.) Innovation is negligible in Hungary though it is indispensable for 

competitiveness, hardly anything has been done to change it. The 

SMEs’ potential to obtain funds is not ideal, co-operation is 

primitive, their productivity is low compared to EU average. 

The competitiveness of the country is constantly deteriorating. Green 

innovations for sustainable development are spreading, but Hungary is 

still behind most countries in this area. A social and economic 

paradigm shift could be the way out from the current situation. The 

trust capital in Hungary is low, clusters – because of objective and 

subjective reasons – are spreading slowly. 

 

4.) The willingness to invest is insufficient, the more powerful firms 

are interested in development, while micro-enterprises are 

struggling to survive. 

Low willingness to invest impedes development, and low wages can 

lead to labor migration. 
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5. CONCLUSIONS, SUGGESTIONS 

 

My conclusions and suggestions are related to my specified objectives. 

 

In the literature review I analyzed in detail the position of European and 

Hungarian SMEs, to which the results of the 2016 SBA (Small Business 

Act) analysis were used. 

 

The development of the country is hampered by bureaucratic and 

overwhelming legislation. The crisis severely affected Hungarian SMEs, 

especially the micro-enterprises. Crisis management was not successful, 

SMEs still have not been able to achieve their pre-crisis performance. 

 

Due to high labor- and low capital intensity, the dynamism of development 

is weak. Competitiveness is weak due to low productivity. 

 

The cooperation among companies is at a basic level, hardly any clustering 

can be detected unlike in developed countries. The trust capital is low, there 

is little willingness to cooperate. 

 

The competitiveness of the country is persistently worsening, investment in 

human resources is insufficient. 

 

Competitiveness may be boosted by investing into the education system, 

healthcare, and research. Only well trained and healthy people can achieve 

high performance. Trust, cooperation and clear values, which ranks on the 

basis of performance, are determinant factors of the improvement od 

competitiveness. 

 

The improved performance of SMEs is a source of a better domestic 

economy. In order to achieve this, our resources must be properly utilised 

and the level of the applied techonoly must also be improved. 

 

The willingness to invest is subdued and is typical mainly of larger 

businesses. 

 

The number and qualifications of the workforce are still acceptable today, 

but low wages may lead to labour migration. 

 

My research is based on literature review, questionnaire survey and in-depth 

interviews. Based on this it can be stated that SMEs do not provide the same 

performance, micro-enterprises are more vulnerable. 
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The crisis has led to market loss and the strategy had to be reconsidered. In 

the fields of innovation and R&D Hungary is doing poorly, changes must be 

initiated. 

 

Many believe that the weak state of innovation is closely linked to state and 

local government taxation, which should be reconsidered. 

 

It is a serious problem that the role of the state is negatively perceived by the 

respondents. According to them government projects are not fair and 

impartial and thus distorts competition. 

 

The strategic steps needed to improve the situation are as follows: 

 

- efficient and non-bureaucratic administration, 

- promotion of e-public administration, one-stop service and other 

benefits, 

- the restriction of legislation in order to eliminate legal uncertainty, 

- to expand the resources and increase opportunities for innovation and 

research and development, 

- investment in human resources, 

- to expand co-operation, and create circumstances suitable for clusters, 

- to improve productivity, which leads to wage increase, 

- granting preferential loans and state aids, 

- the stability and predictability of taxation, 

- granting preferential tenders to SMEs, 

- investment in high-tech industries. 
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