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After the Romanian adhesion to the European Union, the Small and 
Medium Enterprises (SMEs) from rural environment can be involved in 
many projects which improve the rural economy and quality of life. In 
order to create a framework for all strategic actions in this area, the 
Romanian Government has elaborated a National Rural Development 
Programme (PNDR) which describes the objectives and activities to 
increase the level of rural economy in Romania. The absorption of 
European Funds for Rural Development Romanian SME has to increase 
the quality of accounting information in order to elaborate a good 
forecast used for a relevant application form. This situation generates a 
few changes in accounting and managerial area of SME from rural 
environment. 
Our study investigates the situation “before and after” of accounting 
information for the SMEs from rural environment of Timis County face to 
Romanian adhesion to the European Union. 
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INTRODUCTION 
The Rural economy has somewhat different features depending on 

the regions, set by the demographic and social features and the economic 
specifics. This is especially true in respect to poverty in Romanian rural 
areas which is reflected in a low living standard of the population and a lack 
of alternative revenue sources. It can be said that activities are basically 
related to the available local natural resources, and to the geography and the 
traditions of that area. According to statistical data, as earlier stated, the 
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agriculture, food industry and forestry sectors are vital to rural economy; 
while non-agricultural activities also exist especially those connected to the 
primary sector, mostly natural resource exploitation and processing, they are 
at a low level. In summary, the rural economy is less diversified and highly 
dependent on agricultural activities, leading to low revenues and incomes 
for rural dwellers. 

The entrepreneurial development is weak represented in the rural 
areas as an effect of limited material resources, educations and utilities, and 
also to the temporary migration phenomenon to urban area or abroad. 
According to the Romanian Statistical Yearbook 2006 more than 50% of 
total numbers of SMEs from the rural area are involved in trade activities. 
An explanation of this strong orientation phenomenon towards trade is 
represented by low resources, a shorter return on investment term, skills and 
abilities. In this sense, the objective to support SMEs in other fields appears 
as necessary, it may have a more positive impact on the rural economy 
level. That’s why Romanian Government has created a National Programme 
for Rural Development (PNDR) which is a framework to distribute in a 
rational way funds to SMEs development in order to obtain an increase of 
quality life.  

Development and diversification of the economic activities in the 
rural areas and increasing employment through enterprise development and 
the associated job creation forms an essential ingredient for the maintenance 
and well-being of the rural population. Responding to the Strategic issue 
this will be achieved at two levels: 

- support for the creation and development of micro-
enterprises; 

- diversification of non-agricultural economic activities within 
agricultural households 

The precarious condition of incomes from the rural environment 
fully arguments the need of developing a diversified rural economy, 
focusing on the current development potential in the non-agricultural sector 
as a sustainable source for the living standard of the population from the 
rural area and for the development of the rural economy. 

The analysis of micro-enterprises from the rural area highlights their 
relatively low capacity to develop in order to meet the needs of the 
population from the rural area and this is due both to a poorly developed 



LUCRĂRI ŞTIINŢIFICE, SERIA I, VOL. X (3) 

entrepreneurship spirit, but especially as the result of an improper basic 
infrastructure. 

 
ACCOUNTING DEVELOPMENT FACE TO RURAL 

DEVELOPMENT 
In actual conditions from Romania the management of the rural 

SMEs and their responsible accountants adapted to the situation trying to 
economize any financial resource available, with every means, even at the 
legal limitations. So, under a long-drawn transitions pressure the 
accountancy of the SME from the rural environment hasn’t accomplished its 
main objective to present a precise image over the financial position and the 
enterprises performances, but, through the exploitation of the legal lacks, 
accountancy had become a way of keeping the evidence of the financial-
economic operations as to minimize the output of financial resources 
through the outside of the enterprise (including the fiscal contributions to 
the national budget). This situation which defined the accountancy of most 
SME from the rural environment can be generally named as subsistence 
accounting.  

The subsistence accounting uses creative accounting techniques and 
is meant to assist the management of rural SMEs in diminishing the 
financial resources lack over the outside of the enterprise and in assuring of 
the enterprises everlasting.  

Creative accounting may be defined as: 
- the process of manipulating accounting figures by taking advantage 

of the loopholes in accounting rules and the choices of measurement and 
disclosure practices in them to transform financial statements from what 
they should be, to what preparers would prefer to see reported, and 

- the process by which transactions are structured so as to produce 
the required accounting results rather than reporting transactions in a neutral 
and consistent way” (Naser, 1993) 

To confirm the hypotheses regarding the implications of creative 
accounting for tax purposes, during the year 2007 we have performed a 
survey on a representative sample of 50 rural SMEs from Timis County. 
Based on this survey we received answers from the heads of financial-
accounting departments regarding a series of questions about Romania 
applying the accounting lows according to the European ones. 

The main questions where: 
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- Do you think your company applies creative accounting in 
order to reduce the output of financial resources through the outside of the 
enterprise? 

- Which are the main reasons for applying creative 
accounting? 

- Which are the implications of these creative accounting 
techniques for your SME? 

-  Which measures do you intend to apply in order to increase 
the utility of financial accounting for your rural SME development? 

Based on our survey, we registered the following results: 
1. Do you think your company applies creative accounting in 

order to reduce the output of financial resources through the outside of the 
enterprise? 

 

 
 
As we can observe most of the SME (52%) avoid to answer 

regarding the use of creative accounting techniques in their activity in order 
to diminish the funds ways out outside the company because of the negative 
impact that they may have over the relation with the state control institutes. 
A significant number of those who have answered (42%) admit that they 
organize their activity and the documents flux so that to insure the 
company’s subsistence.  
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2. Which are the main creative accounting techniques used by 
your SME? 

 

 
 
Among those who have answered and admitted the appliance of the 

creative accounting techniques 38% declare that they apply these techniques 
in the fiscal domain to optimize the taxes fluxes  so that to cope with the 
payments and to insure the continuity of the activity. An important number 
of those who have answered (32%) has declared that they have used creative 
accounting techniques to attract reimbursable funds (especially from 
bancks) or non-reimbursable de (governmental or European funds). Due to 
the small number of the rural companies quoted at the stock exchange only 
4% from those who have answered have declared that they have use creative 
accounting techniques for a better presentation of the company at the stock 
exchange, for increasing the stock exchange course or for attracting new 
investors. Almost 25% have used creative accounting techniques to fulfil 
budgetary constraints at the company’s level, constraints that have been 
imposed by the management or the company’s partners. 
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3. Are there any repercussions of applying creative accounting 
on your SME? 

 
 
Among the questioned companies that have applied creative 

accounting techniques almost 38% have suffered from applying the creative 
accounting, the rest of 62% being in the legal frame applied by the state 
control institutions. This situation has encouraged the choice of this type of  
accounting in the detriment of the one offering a faithful image over the 
financial position and the SME’s performances from the rural environment. 

 
4. Which are the main repercussions of applying creative 

accounting on your SME? 
 

 
 
As for the implications the creative accounting has had in SMEs in 

the rural environment we can see that 42% from those belonging to this 
category had to pay fines for infringing the legal regulations in force, 10.5% 
had adjustments from the auditors or had an auditing opinion with reserves 
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while the same percentage have suffered individually as an image. A 
significant percentage (37%) have had big difficulties in the implementation 
of projects with non-reimbursable funds because their previsions have 
suffered due to the starting accounting information that have not been totally 
true and relevant, and they have modified the previsions from the business 
plan for the project to be financed.  

 
CONCLUSIONS 

Taking into account the results of the study over SME from rural 
areas and the opportunities created for them after the adhesion to the EU by 
the possibility to attract non-reimbursable funds, by the help of the 
European Fund for Rural Development, in the future period a serial of 
measures must be taken. These measures must see the SME’s from the rural 
area over the importance of elaborating some financial situations in the 
letter and spirit of the European directives in the accounting field so that the 
accounting-financial information regarding the activity of the different SME 
that perform in the rural area becomes relevant for elaborating some 
pertinent previsions in writing and implementing non-reimbursable projects 
that can ensure a sustainable development of the SMEs in the rural area.  

It is  recommended: 
- Knowing the main axes and the measures to ensure the 

financment of the projects elaborated by the SMEs in the rural area 
- Knowing the eligibility conditions and the expenses financed 

from European funds that take to the fulfilment of the PNDR’s objectives 
- Observing the correct application of the accounting 

regulations so that the financial situations elaborated by SMEs in the rural 
area to present a fair view over the financial position and their 
performances, with positive effects over the increase of the pertinent 
economic previsions, the elaborated projects and the projects to be financed 
and finally over the easy implementation of the gained projects. 

Understanding these desiderates may take to the economic 
revigoration of SMEs in the rural area, to the increase of their 
competitiveness, with the benefits over the life quality in the rural area and 
eliminating the disappearing towards the urban area. 

This is easy to realized taking into consideration the 18 years of 
functioning of the SMEs in an environment a subsistence one that an 
environment oriented towards development. A serial of behavioural 
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mutations are expected, they must think strategic, they must establish 
SMART objectives and act accordingly to fulfil them. One of the change 
must take into consideration the change of the managerial view over the 
accounting that must become the main source of information to fundament 
decisions. The communication and the fluxes must be improved between the 
management and the accounting so that they get relevant information and in 
time information.  

At the level of the accounting professionals a professional efficiency 
must be applied so that the financial reports elaborated by them to present a 
fair view over the activity of the SMEs. 

It is certain that this improvement of SMEs competitiveness in the 
rural area by increasing the absorption degree of European funds it is not 
easy to implement but with the effort of the academic field, of the central 
and local administration and the specialised NGO the results may appear 
and they will bring indirectly benefits also over the professional 
development of the Romanian accounting. 
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