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Abstract: There has been a lot of research and studies on the running of small businesses. 

The objective of this paper is to provide a comprehensive picture of the potential of the micro, 

small and medium-sized enterprise sector. In the analysis, the world of small businesses will 

be reviewed in the broadest possible sense and the focus will not only be placed on SMEs, 

but also on the MSME sector, which includes very small micro-enterprises. The study will 

seek to shed light on the potential benefits of this sector. It highlights the importance of the 

sector, as well. All this has been done earlier, but this paper goes beyond general statements. 

It explains why it is good to be a small company, why it can be beneficial to operate as a 

MSME and what the real impact of this sector could be on economic growth if the necessary 

support and the right business environment were provided. By now everyone knows that the 

MSME sector is one of the engines of growth. Everybody knows that this sector has very 

different characteristics from large companies. However, what is less understood is why the 

economy actually needs so many small companies and why they are really important. This 

paper attempts to briefly summarise why this sector should be considered as a strategic 

priority and what makes a small business really valuable for economic growth and 

competitiveness in the national economy. 
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1 Introduction 

Small and medium-sized enterprises have long been in the centre of research. Many 

researchers and scholars have addressed issues about why this sector should be 

given a priority. There have been many papers, books, articles, and other 

publications on the subject and most of them have come up with the same findings. 

Nobody questions the importance of the SME sector, yet we are not doing enough 

to support and develop these businesses. The situation of large companies is 

completely different and the smaller companies that make up  
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the MSME sector are experiencing change in a different way. The study 

deliberately uses the term MSME rather than SME (small and medium-sized 

enterprises) to refer to the sector. In this way, giving a sense of the presence in this 

entrepreneurial sector of very small enterprises, micro-enterprises are also 

intended, which are in many cases even more vulnerable and fragile than their 

significantly larger counterparts. However, regardless how small they may be, these 

businesses have just as much impact on the performance of the national economy, 

and this point can hardly be argued. It is not enough to talk only about SMEs, 

because the small business world also includes very small micro- firms. The study 

thus emphasises the economic importance of MSMEs and their impact on the 

economy. 

1.1 Interpreting the MSME Sector and its Relationship with 

the Economy 

Companies are an integral part of society because they not only exist, but they can 

also create value both for themselves on the one hand, and for the economy and 

society, on the other hand. [51] Entrepreneurship is important for the long-term 

survival of the economy as it helps maintain the competitiveness of the business 

through value creation. [76] National development levels and economic indicators 

are also related to productivity. However, productivity gains are based on the 

performance of companies doing business in a country [68] and have a fundamental 

impact on the competitiveness of the national economy. [79] [4] Despite the 

importance of this sector in the economy [61], there is no clearly agreed definition 

of the concept of MSME. [38] 

We cannot create a competitive country without a competitive business. Large 

companies are not the only ones who can play a role in that. Strengthening economic 

growth and competitiveness requires a stable, development-oriented, innovative 

business sector [82]. The MSME sector is just as important as large companies in 

strengthening the country's competitiveness, as these are important requirements 

not only for large companies but also for MSMEs. This has already been confirmed 

by many studies [43], but many also confirm the role of MSMEs in the national 

economy. [13] [28] 

To interpret the sector, the same size categories are used as in other EU countries. 

This category system defines the types of MSMEs based on the number of 

employees and total balance sheet turnover. Act XXXIV of 2004 (hereinafter 

referred to as the MSME Act) defines SMEs as an enterprise with less than 250 

employees and annual net sales not exceeding 50 million forints or a balance sheet 

not exceeding 43 million HUF1. However, the EU classification and MSEA Act 

                                                           
1  the aggregated balance (amount) of assets and liabilities. Source: balance sheet 

(statement of assets and liabilities) 
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define more precise size classes based on the above criteria. Accordingly, we can 

discuss micro, small and medium enterprises. 

Table 1 

Size categories of the MSME sector 

MSME 

classification 

Number of 

people 

(persons) 

 Annual net 

turnover (in EUR) 

 Balance sheet 

total (in EUR) 

micro-enterprise <10 and ≤2.000.000 or ≤2.000.000 

small enterprise <50 and ≤10.000.000 or ≤10.000.000 

medium enterprise <250 and ≤50.000.000 or ≤43.000.000 

Source: author’s own editing based on www.ksh.hu [47] 

These size categories give a fairly wide range for interpreting MSMEs. Perhaps for 

this reason, it is not surprising that 99.8% of the companies operating in the 

European Union are classified in the MSME group and only 0.2% are considered 

large companies. [71] [23] This percentage is found in most EU member states, and 

Hungary is no exception. The following data show the status of MSME in Hungary. 

The MSME sector accounts for 99.2% of all active enterprises, while micro 

enterprises account for the largest proportion in the sector. With 94% of the MSME 

sector being micro enterprises, 5% being small businesses and 1% being SMEs, this 

sector is primarily about micro enterprises. It should also be pointed out that the 

shares of the various types of companies within the MSME sector have not changed 

significantly. Micro enterprises have been stable for the last few years. 

The public transport sector is not only an important economic factor in terms of 

numbers. Its role in the economy can be assessed using a range of macroeconomic, 

financial, quality of life and sustainability indicators. Whichever indicator we look 

at, they all confirm the importance of the sector. The sector's contribution to GDP 

or employment is the main highlighted indicator. [6] The sector accounts for about 

half of the gross domestic product, which has not changed significantly over the 

past decade. Small businesses play a significant role in employment [60], 

employing nearly two-thirds of the workforce. [47] 

The role of small businesses can also be examined in terms of their share of total 

business turnover, their contribution to investment and their ability to produce 

(supply) for export markets. In the latter, large companies perform better because 

they generate higher turnover, are more export-oriented and more willing to invest 

(70% of investments are made by larger companies while the MSME sector alone 

generates 40% of the turnover available on the market).  

However, the role of the public transport sector is undeniable, and it is also clear 

that the public transport sector is one of the engines of economic growth. For 

example, its employees contribute significantly to the budget through purchases and 

related tax payments. It should be emphasized that they are important not only for 

economic growth, but also for improving the quality of life [32]. In more developed 
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countries, priority is also given to the sector, the development of entrepreneurial 

skills and abilities, and that of entrepreneurship and self-employment, which 

contribute to the development of rural areas and the fight against poverty [3]. 

Enterprise development is not only about creating a suitable business environment 

for them. Enterprise development should be an important process for all enterprises. 

[55] Entrepreneurship should be improved, strengthened, developed and understood 

as an engine of growth. [74] Small business managers can also quickly identify 

areas where they need to acquire the right skills or knowledge. Intellectual capital 

is important not only for employees, but also for entrepreneurs. In this regard, 

managers play an important role in shaping business goals and decision-making. [8] 

There is also a very important link between managerial competences and 

performance. [20] 

Some developed countries emphasize the importance of a supportive business 

environment2. A review of the results of the competitiveness report (IMD3, WEF4) 

shows that the most developed and most competitive countries are working hard to 

provide suitable conditions for their companies. They do this by providing a 

predictable business environment, reducing red tape and corruption, working to 

promote innovation, and providing sufficient funding. IMD and WEF have 

thoroughly studied the determinants of the business environment, and both 

competitiveness research organizations believe that without a supportive business 

environment, these businesses cannot be truly enabled. [40] [80] 

1.2 The Choice between Large and Small Firms: Which is 

Better? 

A competitive MSME sector does not come into being by itself5. It requires 

circumstances and conditions that have a multiplier effect on the competitiveness 

of the sector and enhance its position.[50] A dynamic, innovative and competitive 

entrepreneurship sector is a prerequisite for the long-term economic and social 

competitiveness of a country. The potential of the MSME sector is no less than that 

of large companies. However, for some reason, there seems to be a belief that large 

institutions can do more because they have more capital, a greater presence in the 

market and more connections. [18] At the same time, a smaller enterprise can 

achieve significant business success as according to the principle of “many small 

businesses make a difference” because over time, the entire economic structure can 

undergo a competitive transformation, for example by improving its innovation 

capacity and increasing its new added value locally if an increasing number of small 

                                                           
2  such as the Nordic countries or Germany 
3  IMD (Institute for Management and Development). Competitiveness studies. (World 

Competitiveness Yearbook) 
4  WEF (World Economic Forum) Competitiveness Studies. (Global Competitiveness 

Report) 
5  for example, stimulus policies are also necessary 
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businesses enhance their competitiveness. However, this is not the only reason why 

small and medium-sized enterprises (MSMEs) need to be more competitive. There 

are also social reasons why these businesses need to be long-term viable and stable, 

develop and be able to participate in global markets. MSME companies can flexibly 

adapt to change [12], carry out important innovative activities, expand consumption 

and employment opportunities, and do more for a more sustainable and healthier 

future and its immediate environment. In particular, this sector needs to pay more 

attention to understanding youth preferences in terms of employment and location. 

[25] In particular, high-value family businesses have great potential in this regard. 

Most jobs are created by young companies and start-ups. MSMEs have the potential 

for rapid growth as they can be more flexible and innovative than most large 

companies. [16] This can be further enhanced by an open business model. Mettler 

pointed out that these companies rely the most on highly skilled labour because this 

may be the main source of competitive advantage for small businesses. He also 

emphasized that SMEs can be an international company and should be able to take 

advantage of the Internet and information technology. [56] 

If these companies have sufficient innovation capabilities, apply modern technology, 

and can accumulate and effectively use knowledge capital, they can even cooperate 

with large companies. [54] However, they must have a modern business model, not 

lagging behind in technology, management or other innovations. [26] Innovation can 

be seen as a critical key to growth. [36] [42] In these days and age, technology also 

provides many opportunities for companies. [71] Only in this way can they develop a 

win-win business relationship with large companies. It should be mentioned that there 

is also a strong correlation between knowledge capital and organizational performance, 

so the MSME sector should also tackle the proper management and exploitation of 

knowledge. [49] [30] Applying knowledge in well-known fields can increase 

productivity. [27] In the long run, the performance of the MSME sector depends more 

on knowledge capital than on the existing level of social relations, although the latter 

can also play a role in enhancing competitiveness. [69] In addition, the domestic 

MSME sector needs to be at the forefront of small-scale and large-scale improvements 

and investments. The latter is, of course, risky but without targeted and rational 

investment there is little scope for efficiency improvement [77], so it also needs asset 

replacement and maintenance, without which the costs of doing business will only 

increase. [58] 

Statistics show that the MSME sector in both Europe and Hungary, for example, is 

less productive and growing than the MSME in the US economy6. On the other 

hand, in our country no sufficient attention has been paid to the proper development 

of entrepreneurial and management skills in education. Both primary and secondary 

education should focus on areas such as entrepreneurial skills, legal basics and 

financial awareness. The latter is important not only for entrepreneurship, but also 

                                                           
6  data source: KSH (Central Statistical Office) (2018): Characteristics of small and 

medium-sized enterprises 
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for our daily lives. For the competitive MSME sector, financial literacy and 

networking capabilities need to be emphasized, and the sector needs to be very good 

at this. [37] The financial awareness of MSMEs can increase their access to finance 

by getting information quickly and efficiently. [7] For the past few years, the 

financial viability of a company has been a major issue, according to the well-

known competitiveness research institutes (WEF, IMD). This issue was not solely 

due to the lack of widespread access to financial and capital market products for 

small businesses. It was also caused by the fact that entrepreneurs could not easily 

find financial resources to ensure the smooth continuation of their activities. 

However, this is not just because banks are reluctant to lend to this sector. 

Entrepreneurs also need to learn more about the range of available resources, the 

possibility of project applications, new types of financing, and most importantly, 

how and where to learn more. Access to information is particularly important for 

companies because there is a positive correlation between the use of information 

and the performance of MSMEs. [52] Exploring funding sources is also part of 

entrepreneurship, but it requires a certain level of financial knowledge. A previous 

study by the World Economic Forum emphasized that financial institutions are 

missing out on opportunities in this regard because SMEs form a huge base for 

potential borrowers. [81] 

It should also be emphasized that, compared with countries such as the United States 

or Germany, young people in Hungary are still not open enough to become 

entrepreneurs or self-employed. In an EU comparison, compared with peers in other 

EU countries, fewer young people want to start their own businesses7. Part of the 

society thinks that entrepreneurship is too risky and does not think it is a stable way 

of earning a living. In some cases, the term "entrepreneurship" has been associated 

with "cunning" and "loopholes." In many cases, the media portrays entrepreneurs 

in a negative light. This is not conducive to wider acceptance of entrepreneurship. 

These negative stereotypes need to be eliminated first, so that entrepreneurs are not 

seen as cunning or corrupt, but as renowned and valuable contributors to society. 

Entrepreneurship education in higher education should also be promoted. More than 

half of young people in higher education (63% of 37,000 respondents) would like 

to work in a large company because they see a more secure career, position and 

living conditions in large companies8. Young people need to realize that SMEs can 

also offer great career paths, and that there is room for progress in start-ups and fast-

growing businesses, especially if they are in a dynamic growth path. [29] According 

to the above survey, only 28% of respondents said they would like to work in a start-

up. The results clearly show that young people are still aware of the potential for 

personal and professional development in large corporations, and that the SME 

sector is at a disadvantage in this regard. Higher education and media 

responsibilities in this regard need to be emphasized. If education and the media 

                                                           
7  data source: the Hungarian Central Statistical Office (KSH) 
8  a survey of 37,000 young people by Market and Profit 
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continue to spread the idea that truly great careers and career paths are only possible 

in large companies, there will be no meaningful change in this area in the long run. 

It must also show why it is worth starting your own business, what opportunities 

young people have as entrepreneurs, and how to make entrepreneurship more 

attractive to the younger generation. It could also help make the business 

environment for small businesses more friendly, predictable, and less bureaucratic. 

Research into becoming an entrepreneur is especially important for investigating 

and identifying differences between generations [35]. It can also be raised that 

SMEs have low social credibility and therefore often lack proper partnerships and 

collaborations in the economy. This is confirmed by the competitiveness reports of 

international competitiveness research institutes (WEF, IMD). Social capital is the 

mutual benefit of economic agents resulting from cooperation, collaboration and 

projects. [39] Certainly more emphasis should be placed on strengthening this, but 

companies themselves can more consciously look for opportunities for cooperation 

that could bring mutual benefits for all parties involved. The strengthening of SMEs 

is also a priority in the European Union and the (M)SME strategy has already been 

published in Hungary9. Countries are using a variety of instruments to empower the 

small business sector. These include reducing administrative burdens, fighting 

corruption and making it easier to set up a business. 

2 Analysis of the MSME Sector 

It is possible to start a business in a short period of time, but the big question is how 

to run a business with long-term success and profit. It is not just the administrative 

burden that can hinder SMEs. They need help with access to finance, need to be 

more entrepreneurial, and especially need better access to tendering opportunities. 

Like many developed countries such as Austria and the United States, this should 

be supported by a wide range of free advice from the government. While it is 

possible to set up a business in a short time, a big question is how to run it 

successfully and profitably in the longer term. It is not just administrative burdens 

that can hinder small businesses. They need help in accessing finance, they need to 

be more entrepreneurial, and they particularly need better access to tendering 

opportunities. As in many developed countries, such as Austria and the US, this 

should be supported by a wider range of free advice from government.  

The European Union has identified essentially the same important areas for the 

development of the SME sector: competitiveness by promoting initiatives, improving 

business cooperation, promoting R & D and innovation, and access to continuing 

learning opportunities. Progress in these areas is assessed annually by the EU of each 

                                                           
9  Ministry of Innovation and Technology (2019): Strategy for Strengthening Hungarian 

Enterprises 2019-2030 
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member state. An important step has also been taken in formulating the principles of 

"Think Small First," [22]. This creates a business 

friendly environment by advising that any public rule change should be assessed by 

national policy makers for its impact on small businesses before it is introduced. 

The Small Business Act for Europe (SBA) called for a breakthrough to foster 

entrepreneurship, make entrepreneurship more attractive, promote self- 

employment and create better business and social conditions for businesses10. These 

include improving access to finance for the sector. In an earlier study, the Boston 

Consulting Group showed11 that it could be much more profitable for commercial 

banks to finance the business sector than the retail sector, yet domestic and 

international banks have based their operations on retail banking. 

[14] This is currently changing as more and more commercial banks are recognizing 

the potential of the MSME sector. However, sector development is not only 

important in the financial field. The European Union's new Multi-Annual Financial 

Framework (MFF) from 2021 to 2027 also assigns an important role to the MSME 

sector. Some innovations have not been included in the development policy of this 

sector in the past. Financing and funding continue to be a priority area, as without 

adequate financial resources, no major successes can be achieved. 

At the same time, rapid environmental changes are creating new challenges, 

especially in the areas of digitalization and the circular economy, offering 

significant innovation opportunities for businesses and, of course, MSMEs. In this 

context, this programme aims to help the MSME sector make the digital and green 

transition. It will support investments that also contribute primarily to green 

objectives. These include the achievement of a fully climate- neutral economy by 

2050 ("Green Europe"), which will also ensure the consumption potential of future 

generations. This green approach is far from the wasteful, inefficient use of 

resources, pollution and air pollution, and seeks to tackle the harmful effects of 

global warming. It is not difficult to see that the business sector, whether large or 

small, can expect a significant improvement in competitiveness if it is smartly 

integrated into these new trends. Business can do a lot to make these green goals a 

reality and the MSME sector has a role to play in this. 

It holds true that special attention must be paid to the financing needs of the sector, 

however, at the same time, we must not forget about the soft factors. A primary 

element of this is the development of an entrepreneurial culture. It is not just about 

better entrepreneurs but also about creating a business environment in which many 

new businesses can be established, and which helps young people to realise their 

ideas and visions. Becoming an entrepreneur should be as "fashionable" as, for 

example, getting a middle or senior management job in a large multinational 

                                                           
10  https://ec.europa.eu/growth/tools-databases/sme-best-

practices/SBA/index.cfm?fuseaction=welcome.detail 
11  https://image-src.bcg.com/Images/FIBAC-Report-2018_tcm21-200775.pdf 
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company. It should help ideas to be implemented and brought to market. Help 

everyone to realise the potential of owning their own business, even if it seems risky 

to start or run a business. It is also important for national competitiveness that the 

economy is characterised by dynamic change and continuous innovation.  

In characterising the SME sector, several advantages over large companies can be 

highlighted [75]. The size of a small company means that it can adapt much more 

quickly to environmental changes. Large companies often face bureaucratic and 

administrative obstacles when they want to implement a change. This is because 

there are usually many levels of management and decision-making in a large 

company, which makes decision-making and implementation more difficult and 

slower. In a large company, there are many more people to get on board with the 

change. In a smaller company, this can be much easier and require less time and 

effort. For large companies, organisational bureaucracy is a slowing factor, even if 

the organisation has previously tried to build a more flexible decision-making 

mechanism. A large company is much slower to put anything into practice, as it 

takes more time to inform, involve, prepare, and document. In short, larger 

organisations need to mobilise more at once to successfully implement change.  

The same process for a smaller company, where the organisation is less tied, can be 

faster, the company can change direction, expand its profile or change its business, 

and it can be able to implement a new management or strategic decision more 

quickly. [66] It should also be mentioned that strategic planning can be essential for 

MSMEs, which can contribute to improving the economic performance of these 

firms. 

The advantages of small businesses are speed, agility and flexibility. They may be 

able to change their organization in less time. Start-ups and young companies can 

change even faster. A feature of start-ups and gazelle is that they can "leap" in a 

short amount of time, which large companies cannot do at the same time. This leap 

is reflected in the expansion of the market and the growth of profits. Flexibility, 

speed, variability and innovation are important competitive factors for SMEs. 

Adapting to change is a strategy for business success [57]. Today, teleworking, 

artificial intelligence, IoT12, mobile apps and social media have contributed to 

making SMEs more agile. [17] [48] For companies today, being able to meet their 

customers and clients can also be a business success.[63] To achieve this, there is a 

need to build more intensively on human and customer relationships, with a greater 

emphasis on human-centricity at all levels. It is precisely this that can be one of the 

biggest weapons of the MSME sector, that they can be closer to the people, closer 

to the customers than larger companies. The managers of a small business can know 

the employees much better, as they work together in a much smaller organisation. 

To innovate you need thoughtful, value-creating, creative and collaborative 

employees, people who are willing to contribute the best of their skills to the running 

of the business. For this reason, entrepreneurs need to build on their people and 

                                                           
12  IoT: Internet of things: the smart world 
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create an environment in which they can deliver the best results. Moreover, as we 

are talking about a smaller organisation in the case of an MSME, there is also a 

better chance to get to know your employees better. This can allow the company to 

implement the best management practices that suit the employees. Another 

advantage of MSMEs is that they can identify more quickly if an employee needs 

competence development. As mentioned above, one of the biggest competitive 

advantages of MSMEs can be continuous learning, transforming the company into 

a learning organisation, but beyond that they must also constantly strive to gain 

further competitive advantages. [9] MSMEs can be close to local markets and needs. 

They may also be able to meet consumer needs that large companies cannot or will 

not. The 'bring the economy home' principle means that efforts should be made to 

meet consumer needs locally, through the activities of local producers and service 

providers, thereby reducing the environmental pressures of global supply chains and 

improving the chances of sustainability. 

Localization is also a solution to major ecological problems of production and 

consumption. If local needs can be met, the need for transportation, logistics 

networks, sales and distribution channels will be reduced. This is because the 

international movement of goods and raw materials creates an environmental 

burden and greatly contributes to global warming and the expansion of the 

ecological footprint. Local and family-owned businesses can also play an important 

role in addressing environmental issues due to their inherently low ecological 

pressure on the planet. 

However, this is not the only reason why the localized market and the public 

transportation sector are important. These companies have a better understanding 

of local habits, needs, consumer culture and people visiting the local market. This 

is also an advantage of sustainability. Large companies invest a lot of resources, 

money, time and energy in market research and data processing. But usually this 

does not provide a sufficiently credible and accurate picture of consumer 

expectations. This is also because international companies often misunderstand 

market information. This is due to the lack of investigation or analysis of the factors 

that have the most market (consumer) characteristics. These include, for example, 

cultural factors, which are often not sufficiently explored. Thus, the market research 

results obtained can be misleading. However, a small local business may have a 

better understanding of local markets (as it lives and operates in them), especially 

if it is a company with a long history of operation. Therefore, all the costs of market 

research can be saved by a business that is embedded in the local context. Local 

enterprises are, of course, not only manufacturing companies in the classical sense, 

but also local crafts, craft workshops, family or garage businesses, one-man firms 

and sole proprietorships. Although these are the smallest players in the economy, 

their numbers mean that they offer a great deal of potential. They can mean 

innovation, the emergence of new things, the possibility of rapid change, 

sustainability. 
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MSMEs can also play an important role in addressing regional disparities. Large 

companies are often regionally concentrated, with production and activities 

concentrated in specific regions or cities. The right business environment should be 

created to attract more businesses that can provide good jobs for local people. These 

firms can not only develop themselves but can also have a positive impact on their 

immediate environment. Where there are no jobs, people move away, and villages 

become depopulated. This ultimately hinders the development of the country as a 

whole and causes social tensions. While social harmony, a strong and cohesive 

society is itself a factor of competitiveness and crisis resistance. The MSME sector 

needs to learn how to be more resilient to crises and a smaller firm can adapt faster, 

change direction more quickly even when faced with a crisis phenomenon. [19] [11] 

In the post-crisis era, the creation of new businesses was also seen as an important 

economic factor, as these entities play a crucial role in real GDP growth and 

especially in job creation. In times of crisis, it is the new jobs that would be most 

needed. [44] Small firms can therefore also be an important crisis management tool, 

as they are the most likely to absorb labour if they can continue to grow and have 

the necessary resilience.13 

The advantages of small businesses include not only organizational advantages, but 

also management advantages. Because they are small or tiny, their management 

methods are different from those of large companies. Managers can try new 

methods more frequently because the time and risk involved in making changes is 

lower than in large companies. If something does not work, you can choose to 

quickly revert to the previous solution or let the company test and try something 

completely new. Of course, innovation and seeking new things are also the 

characteristics of large companies. However, large companies still need to "leave 

more stones unturned" to introduce an innovation. Companies in the MSME sector 

could therefore be organisations of experimentation and continuous innovation. 

Rapid changes of direction, the constant search for new things, trying out and 

experimenting with new things could also contribute to the dynamism and 

continuous renewal of the whole economy. However, the implementation of 

innovation should not only be reflected in management methods or strategies. With 

the right will to grow, the capacity to innovate and people-centred leadership, the 

MSME sector can significantly strengthen the competitiveness of the national 

economy. Innovation is a factor that small firms can use to make a fundamental 

contribution to the growth of GDP and the national economy, not to mention their 

own results. [2] For MSMEs, innovation usually refers to new products or processes 

that enable them to meet customer needs more competitively and profitably then 

before. [59] The main driver of innovation practices of firms is the desire to 

realise higher returns by achieving better performance. Innovation is, therefore, 

defined as changes in a company's practices that are designed to improve 

performance. [24] 

                                                           
13  resilience: crisis resilience, flexibility, resilience 
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There are many things that the micro, small and medium enterprise sector can do to 

strengthen social capital. If the level of confidence in the economy is appropriate, it 

can make a significant contribution to innovation success and competitiveness. 

MSMEs can also become part of various loose networks, alliances, and 

collaborations. [70] However, weak collaboration is also a problem because it 

affects the scale and level of innovation. [72] [83] Cooperation can make innovation 

more efficient, enabling joint development and brainstorming. [64] Enterprises in 

the small, medium and micro enterprise sector can cooperate with higher education 

institutions, social and civil society participants. It would also be beneficial to 

develop such cooperation with foreign partners. The European Union's Erasmus+ 

programme no longer provides mobility opportunities exclusively for students and 

learners, but also for entrepreneurs. It does this to provide opportunities to acquire 

new professional skills and competences and to build contacts abroad. 

3 Results and Conclusions of the Analysis 

Based on the numerous literature sources and research reviewed, it can be argued 

that the MSME sector is indeed a key engine of economic growth. Nor can there be 

any disagreement with the works that depict the sector as a key to the development 

of the national economy. The analysis has confirmed what has already been known, 

but it has also made the role of these businesses even more important. The analysis 

has reviewed why the MSME sector should be given much higher priority in 

national economic policies and strategies. To sum up, the following key areas of 

importance for the sector can be highlighted (expressed in D points, each of which 

could open a development path for the economy): 

D1) a dynamically developing and competitive MSME sector can make a greater 

contribution to strengthening the national economy and increasing its 

innovativeness. D2) a more competitive MSME sector can improve knowledge- 

based exports. D3) a developing and competitive small business sector could further 

expand employment, not only in quantity but also in quality, through firm growth. 

D4) through their development, small businesses can also promote the development 

and learning of individuals, offering quality jobs and choice to job seekers. D5) a 

more competitive MSME sector can be a more active player in the country's 

innovation system. D6) a more competitive MSME sector is better able to develop 

partnerships with national and international companies and to participate in 

international projects. D7) a more competitive MSME sector would be better able 

to take advantage of the EU common market. However, this requires openness, 

awareness and greater entrepreneurship, not neglecting good management skills and 

language skills. The latter also need to be improved if the sector is to truly exploit 

the potential of the single market. D8) it is particularly important that local small 

businesses can also help lagging regions to catch up economically. Local businesses 

can contribute to the catching-up of their immediate environment and the 
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preservation of environmental assets and can strengthen local communities. D9) the 

MSME sector can do much to promote sustainability and achieve green goals. D10) 

a more successful and profitable MSME sector can generate important tax revenues 

for the central budget. The financing of growth-oriented firms could allow room for 

new financial innovations and a broader lending policy. D11) a more competitive 

MSME sector could do much to improve the country's image. D12) a more open 

and cooperative MSME sector could help to build social capital and confidence. 

It is true that that the points above would be important to development, but we 

cannot expect them to change until the sector itself must be helped, as well.  

The competitiveness of a nation is also determined by the competitiveness of a 

company, and vice versa. Without the right environment and support conditions, it 

will be more difficult for businesses to achieve results. Therefore, it is important to 

give the MSME sector strategic priorities. 

Summary 

A good MSME sector is essential to creating a solid industrial sector in the 

economy. For continued and sustainable economic growth, we need a well-

functioning MSME sector. [65] This study highlights the important role that the 

MSME sector can play in promoting economic and social development, achieving 

sustainability goals, and generally improving competitiveness. It is said that this 

idea is especially important for adapting to new post-pandemic economic 

conditions, innovation, rapid change, and finding appropriate solutions to new 

needs for new skills. The rise of the US economy after World War II tells us a lot 

about the strength and role of MSMEs. From 1945 until the iconic day of September 

11, 2001, the United States was considered a leading country in the world economy. 

This period was successful for the US economy not only because it was one of the 

victorious powers in the world war and did not suffer significant territorial damage 

as a result of the world war. The prosperity in the US economy was fuelled by 

many fast- growing businesses that had not even existed a few years earlier. Within 

a few years, garage firms and family businesses had grown into medium-sized and 

then large companies that made a significant contribution to the strengthening of 

US leadership. It is not by chance that the country has been called "the land of 

opportunity". Everyone had the opportunity to freely start their own business and 

create a company they dreamt of. And if the first venture fails, you can start again, 

try, create, and innovate. A similar example can be found in the German economy, 

where many innovative medium sized enterprises were established, resulting not 

only in employment but also in market power and export potential. [73] It is very 

important not to attribute the situation of the sector solely to external factors.  

The will and ambition of the individual (entrepreneur) are equally important to 

business success, so the entrepreneurs themselves must also want to develop and 

achieve better results. [46] [5] Of course, an enterprise-friendly economic and 

development policy would be as important a condition as an enterprise-friendly 

business environment. Without them, the opportunity for the industry to flourish 

will be reduced. We are again in a special situation. The global economy is 
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characterized by large and rapid changes, uncertainty and increasingly complex 

conditions. Therefore, it is worth paying attention to the micro, small and medium 

enterprise sector and its renewal potential. If the sector were indeed given more 

attention and adequate support, it would be better equipped to face future crises. 

References 

[1] Act XXXIV of 2004 on small and medium sized enterprises and supporting 

their development. https://net.jogtar.hu/jogszabaly?docid=a0400034.tv 

[2] Abdalla Adam, N. & Alarifi, G.: Innovation practices for survival of small 

and medium enterprises (SMEs) in the COVID-19 times: the role of external 

support. Journal of Innovation and Entrepreneurship, 2021,Vol. 10, Nr. 15 

[3] Agupusi P.: Small business development and poverty alleviation in 

Alexandra, South Africa. Second meeting of the Society for the Study of 

Economic Inequality Berlin, 2007 

[4] Ahmedova S.: Factors for increasing the competitiveness of small and 

medium-sized enterprises (SMEs) in Bulgaria. Procedia-Social and 

Behavioral Sciences, 2015, pp. 1104-1112 

[5] Ajzen, I.: The theory of planned behavior. Organizational Behavior and 

Human Decision Processes, 1991, 50(2) pp. 179-211 

[6] Al-Haddad, L., Sial, M. S., Rahmat Alam, I. A., Vinh, K. N. & Khanh, T. H. 

T: The role of small and medium enterprises (SMEs) in employment 

generation and economic growth: a study of marble industry in emerging 

economy. International Journal of Financial Research, 2011, 10(6):174 

[7] Asandimitra, N. & Kautsar, A.: Financial self-efficacy on women 

entrepreneur’s success. International Journal of Academic Research in 

Business and Social Sciences, 2017, 7(11) pp. 293-300 

[8] Asree, S., Zain, M. & Razalli, M. R.: Influence of leadership competencies 

and organizational culture on responsiveness and performance of firms. 

International Journal of Contemporary Hospitality Management, 2010, Vol. 

22, No. 4, pp. 500-516 

[9] Ayansola, O. A. & Houghton, J.: The role of small and medium scale 

enterprise in local economic development. Journal of Business and Retail 

Management Research 2017, Vol. 11, Issue 2 

[10] Barney, J.: Firm resources and sustained competitive advantage. Journal of 

Management, 1991, 17, pp. 99-120 

[11] Barron, A., Hultén, P. & Hudson, S.: The financial crisis and the gathering 

of political intelligence: A crosscountry comparison of SMEs in France, 

Sweden and the UK. International Small Business Journal, 2012, 30(4) pp. 

345-366 



Acta Polytechnica Hungarica Vol. 18, No. 11, 2021 

‒ 223 ‒ 

[12] Bauchet, J. & Morduch, J.: Is micro too small? Microcredit vs. SME finance 

World Development, 2013, 43, pp. 288-297 

[13] Bayraktar, M. & Algan, N.: The importance of SMEs on World economies. 

International conference on Eurasian Economies 2019 

[14] BCG Boston Consulting Group: Providing financial services to SMEs in an 

increasingly digital ecosystem. BCG Group. Boston, 2018 

[15] Braunerhjelm, P., Ács, Z. & Audretsch, D. B.: The missing link: knowledge 

diffusion and entrepreneurship in endogenous growth. Small Business 

Economics , 2010, 34(2), pp. 105-125 

[16] Caloghirou, Y., Protogerou, A., Spanos, Y. & Papagiannakis L.: Industry 

versus firm-specific effects on performance: contrasting smes and large-

sized firms. European Management Journal, 2004, Vol. 22, No. 2, pp. 231-

243 

[17] Caputo, A., Pellegrini, M. M., Dabic, M., & Dana, L. P.: Internationalization 

of firms from Central and Eastern Europe. European Business Review, 2016, 

28(6), pp. 630-651 

[18] Chong, S., Hoekstra, R., Lemmers, O., Van Beveren, I., Van Den Berg, M., 

Van Der Wal, R., & Verbiest, P.: The role of small- and medium-sized 

enterprises in the Dutch economy: an analysis using an extended supply and 

use table. Journal of economic structures, 2019, Vol. 8, Nr. 8 

[19] Chowdhury, S. R.: Impact of global crisis on small and medium enterprises. 

Global Business Review. 12(3), pp. 377-399 

[20] Clarke, N.: Emotional intelligence and its relationship to transformational 

leadership and key project manager competences, Project Management 

Journal, 2010, Vol. 41, No. 2, pp. 5-20 

[21] Collins, J.: Good to great, good to great: why Some companies make the 

leap... and others don't. Harper Business, 2001 

[22] Commission, E.: Communication from the Commission to the European 

Parliament, the Council, the European Economic and Social Committee and 

the Committee of the Regions; In COM(2012) 573 final; European 

Commission: Brussels, Belgium, 2012 

[23] Commission, E.: Entrepreneurship and small and medium-sized enterprises 

(SMEs). The European Union. Brussels. Belgium, 2019 

[24] Curristine, T.: Performance information in the budget process: results of the 

OECD 2005 questionnaire. OECD Journal on Budgeting., 2006, 5(2) pp. 87-

131 

[25] Csiszárik-Kocsir, Á. & Garai-Fodor M.: Motivation analysing and 

preference system of choosing a workplace as a segmentetion criteria based 



J. Varga Defining the Economic Role and Benefits of Micro, Small and Medium-sized Enterprises 
  in the 21st Century with a Systematic Review of the Literature 

‒ 224 ‒ 

on a country wide result focus on genertion of Z. Modelling the New Europe, 

On-line Journal Interdisciplinary Studies, 2018, Nr. 27, pp. 67-85 

[26] Dibrell, C., Davis, P. S. & Craig, J.: Fueling innovation through information 

technology in SMEs. Journal of Small Business Management 46(2), 2008, 

pp. 203-218 

[27] Drucker, P.: The age of discontinuity: guidelines to our changing society. 

Harper & Row. New York, 1969 

[28] Druker, P. F.: Innovation and entrepreneurship, New York: Harper Collins, 

2009 

[29] Du, J. & Temouri, Y.: High-growth firms and productivity: Evidence from 

the United Kingdom. Small Business Economics, 2015, 44(1), pp. 123-143 

[30] Edvardsson, I. R.: Is knowledge management losing ground? Developments 

among Icelandic SMEs. Knowledge Management Research & Practice, 

2009, 7 (1) pp. 91-99 

[31] Ennis, S.: Marketing planning in the smaller evolving firm: empirical 

evidence and reflections, Irish Marketing Review, 1998, 11 (2), pp. 49-61 

[32] Erdin, C. & Ozkaya, G.: Contribution of small and medium enterprises to 

economic development and quality of life in Turkey. Heliyon. US National 

Library of Medicine National Institutes of Health, 2020 

[33] European Commission: Innovation Union Scoreboard. The European Union. 

Brussels. Belgium, 2021 

[34] European Commission : Small Business Act - Database of good practices, 

The European Union. Brussels. Belgium, 2021 

[35] Garai-Fodor, M. & Csiszárik-Kocsir, Á.: The validity of value-based 

consumer behavioral models in the financial consciusness of the Z 

generation. Modelling the New Europe, On-line Journal Interdisciplinary 

Studies, 2018, Nr. 27, pp. 107-131 

[36] Harris, R., McAdam, R. & McCausland, I.: Knowledge management as a 

source of innovation and competitive advantage for SMEs in peripheral 

regions. International Journal of Entrepreneurship and Innovation, 2013, 

14(1), pp. 49-61 

[37] Hazem, A. & Yanchai, L.: Financial literacy, network competency, and smes 

financial performance: the moderating role of market orientation. The 

Journal of Asian Finance, Economics and Business, 2021, Vol. 8, Issue 10, 

pp. 341-352 

[38] Herr, H. & Nettekoven, Z. M.: The role of small and medium-sized 

enterprises in development. What can be learned from the German 

experience? November 2017, Friedrich Ebert Stiftung, 2017 



Acta Polytechnica Hungarica Vol. 18, No. 11, 2021 

‒ 225 ‒ 

[39] Humphrey, J.: Upgrading in Small Enterprise Clusters and Global Value 

Chains Opportunities for SMEs in Developing Countries to Upgrade in a 

Global Economy. Seed Working Papers, 2003, No. 43, ILO. Geneva. 

Switzerland 

[40] IMD Institute for Management and Development: The World 

Competitiveness Yearbook, Lausanne, Switzerland, 2021 

[41] Innovációs és Technológiai Minisztérium: A magyar vállalkozások 

megerősítésének stratégiája 2019-2030.Magyarország Kormánya. Budapest, 

2019 

[42] Keizer, J. A., Dijkstra, L. & Halman, J.: Explaining innovative efforts of 

SMEs: an exploratory survey among SMEs in the mechanical and electrical 

engineering sector in The Netherlands. Technovation, 2002, 22(1), pp. 1-13 

[43] Keskin, H., Sentürk, C., Sungur, O. & Kiris, H. K.: The importance of SMEs 

in developing economies, 2nd International Symposium on Sustainable 

Development, June 8-9 2010, Sarajevo, 2010 

[44] Klapper, L., Meunier, F. & Diniz, L.: Entrepreneurship around the World -

before, during, and after the crisis. IFC Smartlesson Publications, 2014 

[45] Kluge, J., Wolfram, S. & Licht, T.: Knowledge unplugged. The McKinsey 

& Company global survey on knowledge management. Houndsmills: 

Palgrave, 2001 

[46] Kotter, P.: A sense of urgency. Harvard Business Press. 2008 

[47] Központi Statisztikai Hivatal: A kis- és középvállalkozások jellemzői, KSH 

Kiadványok. Budapest, 2018 

[48] Lee, H., Kelley, D., Lee, J., & Lee, S.: SME survival: the impact of 

internationalization, technology resources and alliances. Journal of Small 

Business Management, 2012, 50 

[49] Lim, K. K. & Ahmed, P. K.: Enabling knowledge management: a 

measurement perspective. ICMIT, 2000 

[50] Liu, X.: SME development in China: A policy perspective on SME industrial 

clustering. SME in Asia and Globalization, ERIA Research Project Report, 

2008, 2007-5, pp. 37-68 

[51] Low, M. B. & MacMillan I. C.: Entrepreneurship: Past Research and Future 

Challanges. Journal of Management, 1988, 14, pp. 139-161 

[52] Lybaert, N.: The information use in a SME: Its importance and some 

elements of influence. Small Business Economics, 1998, Vol. 10, pp. 171-

191 

[53] Mattino, G.: Programme for single market, competitiveness of enterprises, 

including small and medium-sized enterprises and European statistics, 

European Commisson. Brussels. Belgium, 2020 



J. Varga Defining the Economic Role and Benefits of Micro, Small and Medium-sized Enterprises 
  in the 21st Century with a Systematic Review of the Literature 

‒ 226 ‒ 

[54] McIntyre, R.: The Role of small and medium enterprises in transition: growth 

and entrepreneurship. UNU World Institute for Development Economics 

Research (UNU/WIDER) Helsinki. Finland, 2001 

[55] Melwani, R.: Entrepreneurship development and economic development: a 

literature analysis. Aweshkar Research Journal, 2018, 24(1), pp. 124-149 

[56] Mettler A. & Williams A. D.: The rise of the micro-multinational: how 

freelancers and technology starts-ups are driving growth, jobs and 

innovation. The Lisbon Council, 2012 

[57] Mitchell, D. & Dwight B. D.: Oracle real application testing - business agility 

through superior testing, OVUM, January, 2008, p. 1 

[58] Nguyen, K., Yeung, T. & Castanier, B.: Acquisition of new technology 

information for maintenance and replacement policies. International Journal 

of Production Research, 2017, 55, pp. 2212-2231 

[59] O’Regan, N., & Ghobadian, A.: Perceptions of generic strategies of small 

and medium sized engineering and electronics manufacturers in the 

UK. Journal of Manufacturing Technology Management, 2006, 17(5), pp. 

603-620 

[60] Oba, U. O. & Onuoha B. C. (2013) The role of small and medium scale 

enterprises in poverty reduction in Nigeria: 2001-2011 African Reserch 

Review, 2013, 7 (4), pp. 1-25 

[61] Obi, J., Ibidunni, A. S., Tolulope, A., Olokundun, M. A., Amaihian, A. B.; 

Borishade, T. T. & Fred, P.: Contribution of small and medium enterprises 

to economic development: Evidence from a transiting economy. Data Brief, 

2018, 18, pp. 835-839 

[62] OECD: How's Life? 2020 Measuring well-being - the social capital. OECD 

Paris, 2020 

[63] Oni, O. & Fatoki, O.: Customer satisfaction and loyalty to small township 

retail stores in Mankweng, Journal of Economics, 2013, 4(2), pp. 83-88 

[64] Panayides, P.: Enhancing innovation capability through relationship 

management and implications for performance. European Journal of 

Innovation Management, 2006, Vol. 9, Nr. 4 

[65] Parvin, M., Asimiran, S. B. & Ayub, A. F. B. M.: Impact of introducing e-

commerce on small and medium enterprises - a case on logistics provider. 

Society and Business Review, 2021, 13(1), pp. 1-21 

[66] Perez-Gomez, P., Arbelo-Perez, M. & Arbelo, A.: Profit efficiency and its 

determinants in small and medium-sized enterprises in Spain. BRQ Business 

Research Quarterly, 2018,  2018:21, pp. 238-250 

[67] Piac és profit: Fiatalok munkavállalása - A kkv-k oldala. Piac és Profit - A 

KKV-k oldala, 2019 



Acta Polytechnica Hungarica Vol. 18, No. 11, 2021 

‒ 227 ‒ 

[68] Porter, M. & Ketels, C.: UK competitiveness: moving to the next stage. DTI 

Economics Paper, 2003, No. 3 

[69] Qamariah, I. & Muchtar, Y. C.: Analyzing business performance of small 

and medium enterprises (SMEs) based on human capital. Social Capital and 

Competitive Advantage, 2019, Vol. 8, No. 2 

[70] Reijonen, H., Saastamoinen, J. & Tammi, T.: The importance of SMEs’ 

network partners in consortium bidding for public sector tenders. 

International Journal of Public Sector Management. 19 August, 2021 

[71] Rotar, L. J., Pamic, R. K. & Bojnec, S.: Contributions of small and medium 

enterprises to employment in the European Union countries. Economic 

Research, 2019, pp. 3302-3314 

[72] Sanchez-Famoso, V., Maseda, A., & Iturralde, T.: The role of internal social 

capital in organisational innovation. An empirical study of family firms. 

European Management Journal, 2014, 32(6), pp. 950-962 

[73] Simon, H.: The hidden champions of the 21th Century, the success strategies 

of unknown world market leaders, HBS Boston, 2009 

[74] Smallbone, D., Piasecki, B., Rogut, A., Venesaar, U., Rumpis, L., & 

Budreikaite, D.: The survival, growth and support needs of manufacturing 

SMEs in Poland and the Baltic States. Final Report under Phare ACE 

Programme, Centre for Enterprise & Economic Development Research, 

Middlesex University, London, 1996 

[75] Stefanovica, I., Milosevic, D. & Miletica, S.: Significance and development 

problems of SME’s in contemporary market economy. Serbian Journal of 

Management, 2009, 4 (1), pp. 127-136 

[76] Stevenson, H. H.: A perspective on entrepreneurship. Harvard Business 

School, Working paper, 1983 

[77] Szemere, T. P., Garai-Fodor, M. & Csiszárik-Kocsir, Á.: Risk approach - risk 

hierarchy or construction investment risks in the light of interim empiric 

primary research conclusions. Risks, 2021, 9:84 

[78] The WorldBank Group: Ease of Doing Business Report. Brussels, Belgium, 

2020 

[79] Toma S. G, Grigore A. M. & Marinescu P.: Economic development and 

entrepreneurship. Procedia Economics and Finance. 2014;8(0), pp. 436-43 

[80] WEF World Economic Forum: The Global Competitiveness Report, Geneva, 

Switzerland, 2020 

[81] World Economic Forum: Redefining the emerging market opportunity, 

driving growth through financial service innovation. 2012 Edition. Geneva, 

Switzerland, 2012 



J. Varga Defining the Economic Role and Benefits of Micro, Small and Medium-sized Enterprises 
  in the 21st Century with a Systematic Review of the Literature 

‒ 228 ‒ 

[82] Wozniaka, J., Dudaa, J., Gasiorb, A. & Bernet, T.: Relations of GDP growth 

and development of SMEs in Poland. Procedia Computer Science, 2019, Vol. 

159, pp. 2470-2480 

[83] Yi-Ching, T.: Effect of social capital and absorptive capability on innovation 

in internet marketing. International Journal of Management, 2006, 23(1), pp. 

157-166 


