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THE ROLE OF SMALL AND MEDIUM-SIZED ENTERPRISES IN THE
DEVELOPMENT OF THE REGIONAL SOCIAL INFRASTRUCTURE IN THE
REPUBLIC OF MOLDOVA

ABSTRACT

The purpose of the research is to analyze the role of SMEs in the improvement and
consolidation of social infrastructure in the regions of the Republic of Moldova.

The methodology of the research - in the research, the comparative method, the
scientific abstraction, etc., were used. Also, the inductive method was used, with the help of
which concrete facts were generalized, analyzed, synthesized and conclusions were
formulated on the researched problem.

The results of the research - the contribution of SMEs to the economic growth and
regional development of the Republic of Moldova is evaluated, to the generation of jobs, the
stimulation of economic activities in different regions of the Republic of Moldova, the
problems and trends of small business development in the Republic of Moldova are identified.

The practical importance of the research - to identify effective tools to support small
and medium-sized enterprises in order to develop the regional social infrastructure in the
Republic of Moldova. The importance of supporting SMEs is argued as essential for
increasing the quality of life and reducing inequalities in the country.

The originality and scientific novelty of the research - consists in approaching an
important topic for the social and economic development of the Republic of Moldova, with an
emphasis on the contribution of small and medium enterprises (SMES) to the regional social
infrastructure.

Keywords: social infrastructure, small and medium enterprises, regional development,
Gross Domestic Product (GDP).

INTRODUCTION

Small and medium-sized enterprises (SMEs) are the backbone of many economies
around the world, contributing significantly to job creation, innovation and economic growth.
However, their role in the development of regional-social infrastructure is often
underestimated or overlooked.

In the European Union, SMEs are an essential part of the European economy and have a
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significant impact on economic growth, innovation and job creation in the EU. SMEs
represent an overwhelming proportion of all businesses in the European Union (EU).
According to 2021 data, SMEs make up around 99% of all businesses in the EU [11]. They
provide around two thirds of jobs in the EU, with SMEs being a key factor in maintaining
employment levels and reducing unemployment in the EU. SMEs have a significant impact
on economic growth, in 2021 they contributed about 57% to the total GDP of the European
Union. Therefore, more than half of the total value of goods and services produced in the EU
comes from small and medium-sized enterprises.

In the Republic of Moldova, small and medium-sized enterprises have emerged as
engines of change, making significant contributions to economic development, creating jobs,
stimulating competitiveness, increasing exports, promoting innovations and modern
technologies. According to the Ministry of Economic Development and Digitalization of the
Republic of Moldova, SMEs constitute more than 98% of all enterprises in the country,
employing a significant part of the workforce (2021) [9]. The contribution of SMEs to the
GDP of the Republic of Moldova is approximately 30%, a modest contribution compared to
that of SMEs in the European Union.

SMEs are of major importance to almost all world economies, but their importance is
even greater for developing countries. These countries must make considerable efforts to
increase SMEs, at least for two reasons: (a) the development of SMEs is an effective means of
combating poverty; (b) SME development is the cornerstone of innovation and sustainable
growth. These objectives are interdependent, and must be viewed in a unitary way, thus, the
development of SMEs contributes to economic growth, it also contributes to the reduction of
poverty.

The Republic of Moldova is a developing country and is among the countries with the
highest level of poverty in Europe. Although it is the poorest country in Europe, it records
economic growth of an average of 5% annually, driven by consumption and fueled by
remittances. The latter represent a quarter of GDP, among the largest shares in the world [13].

Beyond their contribution to economic growth, the SME sector also has an essential
impact on the development of the regional social infrastructure. From providing employment
opportunities to fostering community engagement, SMEs are catalysts for social progress at
the local level, encouraging economic growth and improving the well-being of communities.

Materials and methods of research.

The research employed various methods, including literature analysis specific to the
field under investigation, the comparative approach, scientific abstraction, and others.
Additionally, the inductive method played a significant role in generalizing concrete facts,
conducting analysis and synthesis, and formulating conclusions related to the research
problem.

As a theoretical-scientific support, the results of the studies and investigations of domestic
and foreign scholars and researchers, such as: David B. Audretsch, David M. Hart, Rudenco L.G.,
Gutium T. and others served.

The informational support of the research was the reports and publications of the National
Bureau of Statistics of the Republic of Moldova, the Ministry of Economy and Infrastructure of
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the Republic of Moldova, the data published by Eurostat, the Organization for European
Economic Cooperation (OEEC), the World Bank and other information resources.

Results and considerations

Research on the role of small and medium-sized enterprises (SMES) in the development
of social infrastructure is particularly relevant in the field of economics and community
development. SMEs play an important role in shaping and supporting the regional social
infrastructure.

Several researchers have addressed social infrastructure [1,7,8] and emphasized its
importance in the shaping and functioning of societies. Research in this area explores how
social infrastructure influences aspects such as quality of life, social cohesion and economic
development.

Social infrastructure represents the set of institutions, services, facilities and networks
that support and contribute to the well-being, quality of life and development of communities
and societies [4]. This includes the essential elements for the proper functioning of a society
and for improving the quality of life of individuals. Social infrastructure varies by region and
specific community needs, but includes the same aspects: education, health, social services,
culture and arts, sports and recreation, transportation and urban infrastructure, housing, and
more.

These components of social infrastructure have a significant impact on people's lives
and contribute to the development of communities and societies as a whole. They provide the
necessary support to meet essential needs, promote education, health care, economic and
cultural development and ensure a healthy and fair living environment.

The contributions of SMEs to the development of the regional social infrastructure are
manifested in several aspects [1]. One of the main contributions of SMEs is the generation of
jobs at the regional level. Small and medium-sized enterprises are known for their ability to
create jobs at a faster rate than large enterprises. By setting up businesses in local
communities, SMEs provide opportunities for individuals to gain employment, improve their
skills and improve their socio-economic status. This, in turn, leads to a reduction in the
unemployment rate, a reduction in poverty and an increase in social stability in the region.
According to the OECD, SMEs account for approximately 90% of all businesses globally and
employ more than 50% of the workforce [10].

SMEs stimulate local economic growth by injecting capital into the regional economy.
Unlike large enterprises that often concentrate their activities in urban centers, SMEs tend to
operate in smaller towns and rural areas. Through their business operations, SMEs contribute
to the development of local supply chains, create demand for goods and services and attract
investment to the region. This economic growth translates into improved social infrastructure,
including health facilities, education systems, transport networks and better public facilities.

SMEs are often deeply rooted in their local communities, contributing to their
development in various ways. They sponsor local events, support charities and engage in
community projects, creating a sense of belonging and solidarity. SMEs tend to have stronger
ties to their customers and are more attuned to local needs and preferences. This localized
approach enables SMEs to address societal challenges more effectively, such as supporting
local initiatives, promoting sustainable practices and sponsoring community events. Their
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close connection with the community increases social cohesion, strengthens social bonds and
encourages collective action for positive change.

Access to quality healthcare is a fundamental aspect of social infrastructure. SMES in
the health sector such as local clinics, pharmacies are vital to ensure that healthcare services
are available and accessible to the community [5]. The International Finance Corporation
study found that SMEs are a significant part of healthcare providers in many regions and
contribute to filling gaps in healthcare delivery.

Education is a cornerstone of a society's development. SMEs in the education sector,
including private schools, tutoring centers and ed-tech startups contribute to improving access
to education. According to UNESCO, SMEs are recognized as key factors in expanding
access to education in disadvantaged areas.

SMEs are often at the forefront of innovation and entrepreneurship. Their agility and
flexibility allow them to quickly adapt to changing market demands and technological
advances. Through innovation, SMEs introduce new products, services and business models
that can drive societal progress. By promoting a culture of entrepreneurship, SMEs inspire
and motivate individuals to pursue their own businesses, leading to increased economic
activity, job creation and social empowerment. This entrepreneurial spirit also encourages
knowledge sharing, collaboration and the development of local networks, further enriching
the social fabric of the region. SMEs are often better integrated into local communities and
have a direct interest in their prosperity. Therefore, they may be more motivated to develop
initiatives that bring benefits to communities.

Many SMEs display a strong sense of social responsibility and support ethical business
practices. Due to their local presence, SMEs often feel a stronger obligation to give back to
the community and minimize negative impacts on society and the environment. They
prioritize sustainable practices, support fair trade and are committed to responsible sourcing.
SMEs also tend to support diversity and inclusion, providing opportunities for marginalized
groups and encouraging social equity. Acting as responsible corporate citizens, SMEs
contribute to the development of a more inclusive, compassionate and sustainable regional
social infrastructure.

The SME sector is of particular importance for the development of the Republic of
Moldova. During the last three decades, the SME sector in the Republic of Moldova has
grown both qualitatively and quantitatively. In 2021, the number of small and medium-sized
enterprises (SMEs) constituted 59.4 thousand enterprises and represents about 98.4% of the
total number of enterprises, of which the majority are micro enterprises (85% of the total
enterprises) [2]. The average number of employees in SMEs in the reference period was 314.9
thousand, holding 59.1% of the total average number of employees of enterprises, which
indicates that 6 out of 10 jobs are generated by SMEs.

With less production capacity compared to large enterprises, SMEs account for around
38% of total sales revenue in the economy. The average annual sales revenue of SMEs is
about 3.1 million lei/enterprise, or 109 times lower than the average annual income recorded
by large enterprises (338 million lei/enterprise).
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Figure 1.
The share of SMEs in the total number of enterprises in the Republic of Moldova in
2021, based on the main indicators
100% 16%
80%
60%
40%
20%
0%
No. of enterprises ~ No. annual average of Sales income
employees

ESMEs = Enterprises with the exception of SMEs

Source: Developed by the author based on the source [2]

SMEs in the Republic of Moldova tend to be concentrated in sectors with low added
value, such as: commercial, professional, scientific and technical, industrial activities. In
2021, more than 76% of SMEs operate in trade and services, compared to large enterprises
(62%). Thus, most of the SMEs carry out their activity in the field of wholesale and retail
trade, in 2021 their number constituting 20.7 thousand enterprises or 35.0% of the total SMEs.
In agriculture, forestry and fishing, 5.0 thousand SMEs or 8.5% of the total SMEs were
active, in the manufacturing industry 4.8 thousand SMEs or 8.1% of the total SMEs were
active.

Figure 2.
Sectoral distribution of SMEs in Moldova, 2021

® Wholesale and retail trade

11,8% | Professional, scientific and
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[0)
35,09 Agriculture, forestry and fishing

® Manufacturing industry
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Source: Developed by the author based on the source [3]

SMEs generate 37.6% of the sales revenue of the total sales revenue generated by
enterprises. In the structure of SME sales revenues, in 2021, the largest share is held by SMEs
from: commerce - 47.2% of the total, followed by the manufacturing industry - 10.8%,
agriculture, forestry and fishing - 8, 4%, construction — 8.0%, transport and storage — 6.8%.
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Figure 3.
The share of SME sales revenues related to the main types of activity in 2021
® Wholesale and retail trade
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Source: Developed by the author based on the source [2]

From a regional point of view, SMEs in 2021 were concentrated in the Chisinau region,
followed by the Center region, the North Region, the South Region and the Gagauzia
Autonomous Territorial Unit. The municipalities of Chisinau and Balti hold the priority
according to the number of enterprises, the volume of sales obtained and the number of
employees working in the SME sector. This is explained by the fact that the municipalities of
Chisinau and Balti have, to a greater extent than other localities of the country, production
factors and infrastructure elements necessary for the development of the sector.

Thus, in terms of territorial profile, SMEs were distributed as follows: Chisinau
municipality - 24.0 thousand (or 62.6% of the total number of SMEs), Center development
region 6.1 thousand (15.9%), North Region — 5.0 thousand (13.0%), Southern Region — 2.0
thousand (5.4%), and Gagauzia Autonomous Territorial Unit — 1.2 thousand (3.1%).

Figure 4.
Demography of enterprises by development regions
in the Republic of Moldova, 2021
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Source: Developed by the author based on the source [3]
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The majority of jobs created by SMEs are in the city of Chisinau (59.5%), followed by
the North (18.3%) and Center (18%), South (8.5%) and Gagauzia Autonomous Territorial
Unit (4.2%). The regional distribution of the revenues generated by SMEs shows as follows:
the municipality of Chisinau (62%), followed by the Center (15%), North (14%), South (6%)
and Gagauzia Autonomous Territorial Unit (3%).

Despite the economic growth recorded in the last two decades in the Republic of
Moldova, significant regional disparities still persist that inhibit the balanced socio-economic
development of the entire country. Significant gaps persist, first of all, in the municipality of
Chisinau and the rest of the country, but the gaps between the regions and localities of the
country are becoming more and more evident. As a result, in regions where there are fewer
SMEs, the unemployment rate is higher, local public authorities collect less taxes and fees, the
standard of living of the population is lower than in other regions of the country.

According to statistical data, the municipality of Chisinau absolutely dominates in most
development indicators of the Republic of Moldova, thus the share of the municipality of
Chisinau in GDP in 2021 was 60% compared to 45% at the beginning of the 2000s. For the
Northern Region of the country, the share in GDP of represented 15.8%, the Central Region -
15%, the Southern Region - 6.9% and the Gagauzia Autonomous Territorial Unit - 2.3%.

Figure 5.
Contribution of development regions to GDP formation, %

Source: Developed by the author based on the source [2]
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The municipality of Chisinau concentrates about 68% of the volume of capital
investments; about 62% of all economic agents in the country and over 72% of the total
turnover; about 69% of the construction volume, including over 60% of new housing
construction; about 50% of the total number of existing jobs in the formal economy. The
relatively weak contribution of SMEs to the GDP of the Republic of Moldova, as well as their
uneven development in the country's regions, demonstrate that the given sector is still weak,
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with low productivity.
Small and medium-sized enterprises have a huge potential for the development of the

economy and society as a whole. But at the same time, it is the most vulnerable compared to
large enterprises. This determines the need for state support of small and medium enterprises.

The conditions for the development of the SME sector in the Republic of Moldova,
especially for the most important types of activities are unsatisfactory. In particular, the
taxation system (the same tax rates for different types of activity), lending (high interest rates
for loans, repayment period, etc.) do not contribute to the development of SMEs in the regions
and to the economic development of the country.

One of the most important areas of state policy for supporting SMEs is reducing the
tax burden. A high tax burden can stop the activity of small or medium enterprises. In order to
reduce the fiscal pressure, it is recommended to differentiate the income tax rates, in
particular, for small production enterprises, as well as for SMEs operating in priority
branches. At the same time, the reduction of the tax burden for those companies that export
their own production, and for the residents of the free entrepreneurship areas that are oriented
predominantly towards export, the taxes should be purely symbolic [6].

In order to maximize the contributions of SMEs to the development of social
infrastructure in the Republic of Moldova, the government must adopt a series of measures to
support the development of this important sector, such as:

— Granting tax incentives for SMEs that invest in the development of social
infrastructure, such as tax exemptions or tax deductions for expenses related to social projects.

— Facilitating access to financing for SMEs developing projects in the social
infrastructure. This may involve the granting of low-interest loans or the guarantee of loans by
the state for such projects, the development of financial institutions specialized in the
financing of SMEs.

— Launch of specific grant programs for SMEs implementing projects in the field of
social infrastructure, these grants can cover part of the project costs.

— The implementation of training and skills development programs for SMEs in the
field of social infrastructure can increase the quality and efficiency of projects. Providing
technical consultancy and technical assistance to SMEs in the planning, implementation and
management of social infrastructure projects.

— Promoting public-private partnerships for the development of social infrastructure can
bring additional resources and experience in project implementation.

— Simplifying and facilitating SME access to public procurement contracts would
stimulate investments in social infrastructure. The government can allocate a percentage of
public procurement for SMEs.
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At the same time, the state must intensify support for those small and medium-sized
enterprises that are engaged in the most requested types of activities provided by the
development strategy of the country and of each region [12].

These policies and measures can contribute to stimulating SME investments in the
development of social infrastructure in the Republic of Moldova, thus improving the quality
of life of communities and contributing to the sustainable development of the country. It is
essential that the government works closely with the private sector and non-governmental
organizations to effectively implement these measures.

Finally, the development of the SME sector is not only an economic objective, but also
a social one, as it can contribute to reducing poverty and increasing the quality of life for the
citizens of the Republic of Moldova.

CONCLUSIONS

Small and medium enterprises have an important role in the economy of the Republic
of Moldova, contributing to economic growth, regional development, job creation and
innovation. Through job generation, local economic growth, community involvement,
innovation and social responsibility, SMEs become engines of progress, uplift communities
and improve the quality of life for residents.

The Republic of Moldova faces many challenges in terms of social infrastructure,
including in areas such as health, education and social services. SMEs can play a significant
role in providing solutions and supporting the social development of the country, through job
creation, investment in social projects, innovation and social responsibility. By collaborating
with the public sector and engaging in the development of local communities, these
enterprises can contribute to a significant improvement in the quality of life in the country.

The promotion of public-private partnerships for the development of social
infrastructure is an essential strategy for improving the quality of life and for sustainable
development in the Republic of Moldova. These partnerships involve collaboration between
the public and private sectors to plan, finance, build, manage and maintain social
infrastructure. With proper planning and management, public-private partnerships can
represent a valuable tool for achieving the social and economic objectives of the Republic of
Moldova.

In conclusion, SMEs have an essential role in the development of social infrastructure
in the Republic of Moldova, and can become a driving force in addressing issues related to
health, education, housing and social assistance. With appropriate support from the
government and other interested organizations, they can significantly contribute to improving
the quality of life for all residents of the Republic of Moldova.
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PO.JIb MAJIBIX U CPEJTHUX NPEANPUSTHUIN B PASBUTAU PETHOHAJBHON
COIIUMAJIBHON NMH®PACTPYKTYPHI B PECIYBJIMKE MOJIJJOBA

PE3IOME

Heap ucciaegoBanus — npoa”anusuposats poiab MCII B ynyuiieHun U yKpeIuieHUU
coLUaIbHOW MHPPACTPYKTYphl B peruonax Pecny6nuku MonnoBa.

Metogosioruss HMCCJIEJOBAHMS — B  HCCICNOBAaHUU  HCIOJB30BAINCH  METOJ
CPaBHMUTEJIBHOI'O aHAJIN3a, Hay4YHas a0CTpakuus U T.4. Takke UCIONb30BaJICAd UHAYKTUBHbBIN
METO/, C TOMOHIBI0 KOTOpPOro OBUIM OO0OOIIEHBI, MPOAHAIU3UPOBAHBI, CHHTE3WPOBAHBI
KOHKpPETHBIE (GaKkThl ¥ ObUTH C(OPMYITHPOBAHBI BEIBOIBI IO UCCIIENYEMOIl Tpodiieme.

PesyabraTsl ucciaenoBanusa — oueHéH Bkiaag MCII B skoHOMHUYECKMH poOCT M
peruoHanbHOe pa3BuTue Pecnyonnku MonnoBa, B co3ganne pabounx MecCT, CTUMYJIMPOBAHUE
HKOHOMUYECKOM NIEeATENbHOCTH B pa3IU4HbIX pernoHax Pecny6mnuku MonnoBa, npoOiaemsl U
TEHJIEHIIUM pa3BUTHs Masioro 6u3Heca B Peciybnuke Mosngosa.

IIpakTHyeckasi 3HAYMMOCTH HCCJIEI0BAHMA — OBIIM BbIIBIEHBI 3(PQEKTHBHbIC
MHCTPYMEHTBI MOJAEPKKUA MaJIOT0 M CPEIHEro MpeAIpUHHUMATENbCTBA B LENSIX Pa3BUTHS
pPETHOHANBbHOM conManbHOM HMHppacTpykTypsl B PecrnyOmuke Mosngosa. J{1s moBbllIeHUs
Ka4yecTBa JKU3HU U COKpAILEHHsS HEpaBEHCTBA B CTpaHE HEOOXOAMMa MOAJIEPKKA Majoro u
cpeznHero ousHeca.

OpHuruHAIBHOCTh M HAY4YHAsi HOBH3HA HCCJICNOBAHMSA 3aKIHOYAETCA B MOAXOIE K
BaXHOU JIJIS1 COIIMAJIbHO-3KOHOMHUYECKOTo pa3BuTHs PecniyOnuku MoinjoBa TeMe ¢ akKIIEeHTOM
Ha BKJazae maioro u cpennero 6usHeca (MCII) B perroHanabHyI0 COLMANbHYIO HHPPACTPYK-
Typy.

KuroueBble cioBa: comuainbHas HHQPACTpyKTypa, Majiblii U CpeaHHi Ou3Hec, pe-
ruoHaIbHOE pa3BuTHe, BanoBoit Bayrpennuii [Iponykt (BBII).
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