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PREFACE 
 

Scientific research in economic sciences currently plays, maybe more than ever, an 
important role in generating solutions and models of economic and social 
development. Moreover, in the contemporary world, development is inconceivable in 
the absence of sustained research and development activities. Undoubtedly, scientific 
research must be conducted primarily in higher education institutions, in academic and 
research laboratories. 
In this context, the scientific research of young people - students, master students and, 
in particular PhD students - acquires special meanings and its promotion is a duty of 
honour to academics and supervisors at all levels. 
Recognizing and understanding all these realities, in the Faculty of Economic Studies 
and Doctoral School of Economic Sciences at the University of Oradea, there have 
been encouraged and supported the efforts and steps on the path of doctoral scientific 
research. Thus, since 2010 there is organized an Annual Doctoral Symposium of PhD 
students in Economics and related fields, and papers carefully selected after the peer-
review process were published in a volume that encompassed the contributions of PhD 
students in Economics. This year, the Symposium opened its doors and has been 
organized as an International Conference, in academic partnership with University of 
Miskolc, Hungary and International Business School in Botevgrad, Bulgaria.  
Now, we release the 81 papers selected from the scientific contributions of the PhD 
students, presented at the 2019 edition of the International Doctoral Conference and 
selected after the review process. The papers deal with topics related to 
Microeconomics and Economics of the firm, Entrepreneurship and SMEs, Tourism and 
services, Macroeconomics, Finance, Business Administration etc.  
We release the 7th issue of the journal Emerging Markets Economics and Business. 
Proceedings of the 10th Conference of Doctoral Students and Young Researchers with 
the belief that young researchers are, by training and audacity, a tank of opinions, 
viewpoints, and especially solutions and proposals, and aware that they should be 
encouraged and promoted as to enable them to confirm the hopes of their teachers 
and supervisors. 
Last but not least, special thanks are due the members of the International Advisory 
Board and of the Scientific Board, to reviewers, to the members of the organizing 
committee, and to all generous fellows who supported the International Conference of 
Doctoral Students and Young Researchers, Symposium held on 22nd of November 
2019 at the University of Oradea, and thus made possible the release of this volume. 
 
Oradea, December 2019 
 
 
President of the Conference, 
Professor Alina Badulescu 
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GENERAL METHODOLOGY FOR THE PROFITABILITY ANALYSIS OF HEAT 
SUPPLIERS 
  
Gábor Béla Süveges, Zoltán Musinszki 
Institute of Accounting and Finance, Faculty of Economics; University of Miskolc, 
Miskolc, Hungary 
suveges.gabor@uni-miskolc.hu 
stmusiz@ uni-miskolc.hu 
  
 
Abstract: In Hungary, district heating supplies 15% of the population which accounts 
for 1.5 million people. This activity is carried out by 89 companies. There are 
differences in the ownership background, in the technical structure, in the activities 
carried out and in the number of supplied consumers of district heat suppliers. The 
current study describes some specificities of the income statement of 
the Hungarian district heating companies. In the first part of the study, the methodology 
exploring profitability is described. Then in the second part, the study describes the 
main features of the income statement of the heating suppliers. Using data derived 
from the accounts of the Hungarian district heat suppliers and from technical and 
economic pieces of information, nine years (2009-2017) were analyzed. 
  
 
Keywords: District heat supply, District heat producers, District heat suppliers, income 
statement, profitability 
 
JEL classification: K32 
 
 
1. Literature review 
In accordance with International Accounting Standard (IAS) 1 Presentation of Financial 
Statements, the elements of the financial statements are as follows: a balance sheet, 
an income statement, a statement of changes in equity, a cash flow statement, notes. 
Income statement includes a deduction of the company's profit. It introduces the main 
factors influencing the generation and modification of the income, the components and 
the formation of the income. The standard does not prescribe a predefined structure. It 
defines only possible forms and minimum content (IAS 1, Horngren, Datar and Foster, 
2006). 
According to Hungarian accounting regulations, profit before tax is the sum of the profit 
from normal operations and the profit from financial activities. In accordance with 
international practice, company can define this profit in two ways. The first method 
focuses on the value of the goods and services produced in the examined period. The 
profit is the difference between the produced (and wholly or partly sold) goods and 
services and the operating costs (like material costs, labor costs or depreciation 
expense) of the given period. The second method focuses on sales. In this case, the 
result can be derived as follows: 

 turnover, 
 costs related to the production of the sold product or service (product cost), 
 costs related to the operation of the given period, in addition to the above 

(period cost) (Fenyves et al., 2018). 
Income categories that may be taken into consideration when calculating profitability 
indicators include contribution margin, EBIT or EBITDA. Some bases: revenues, capital, 
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total balance sheet, a specific group of assets, labor costs, personnel costs, average 
number of employees, revenue per major markets and per customer (Tóth and Zéman, 
2018, Brealey et al., 2011). 
One of the most important profit level indicators on turnover is gross profitability, also 
known as the coverage rate. The contribution margin is the difference between revenue 
and variable costs. The coverage rate is the ratio of the contribution margin to the 
revenue. Financial accounting, however, does not group costs based on their 
relationship with the volume of production. The master schedule and therefore the 
financial statements does not include variable and constant costs (Musinszki, 2013). 
There are, of course, methods and recommendations for decomposing accounting costs 
into fixed and variable elements. (See, for example, Elijah (1997) or Horngren, Datar 
and Foster (2006)). The simplest and the roughest method is to consider direct costs as 
variable, and indirect costs as constant. This is, however, an option only if the company 
prepares its income statement using expense method. The coverage rate measures the 
profitability of the supply of the goods or services. A broader picture of the company 
could be obtained if this indicator was determined by product or major market, but there 
is no requirement to provide the necessary information in the report. 
One of the most widely used profitability indicators, still an innovation of the 
DuPont Company, was the development of Return on Investment (ROI) and the related 
indicator system. Pierre du Pont believed that former profitability indicators on sales and 
costs were not suitable to measure the company's profitability. The indicator developed 
to support investment decisions can be defined as the ratio of net return to net asset 
value. There are recommendations (Anthony and Govindarajan, 2009) on what to 
consider as return (like operating profit or after tax profit) and what to consider as 
investment (fixed assets or some prescribed elements of fixed assets + current assets), 
but giving purport to the two categories is basically the sovereign decision of the 
company (Bozsik, 2010, Brealey et al., 2011, Fenyves et al., 2018, Molnár, 2016). 
  
 
2. The aim of the empirical research and the applied methodology, results 
The aim of the empirical research is to outline two important factors of the performance 
features of district heating companies in Hungary and to establish future research 
questions.  
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Figure 1: Net revenues on sales and different cost types in the whole sector between 
2010 and 2017 
Source: Own compilation based on annual report data 
 
The database of the research includes the companies 2009-2017 reports. The tools of 
the analysis were the Excel program of the Microsoft Office 365 ProPlus package and 
the SPSS 24 software.   
The first striking features of the profitability specificities of the heating sector are 
illustrated in Figure 1 describing net sales and various costs types at the sector level.  
The figure shows that net revenues on sales have not cover material and personnel 
costs since 2011. The reason for this is that Act XXIX of 2011 on the Amendment of 
the Laws on Energy froze the retail prices and the prices of institutions treated 
separately as at 31 March 2011. It is the Minister of National Development who is 
responsible for setting the prices of heat sold to the public and to institutions treated 
separately as the highest official price, by taking into account the proposal of the 
Hungarian Energy and Public Utility Regulatory Authority. The loss of revenue derived 
from applying official prices is covered by the district heating subsidy. Its amount is 
fixed at a level that cannot exceed the net cost of providing the public service, i.e. the 
difference between the costs incurred and the revenue generated by the public service, 
by taking into account a reasonable return on equity. As for reasonable return, a profit 
margin was defined, which is 2% of the gross book asset value related to these 
activities based on the audited accounting unbundling and as at 31 December of the 
year preceding the year under review of the before tax profit derived from district heat 
production and district heat supply activities. 
The Figure 2 highlights that other revenues represent a significant part of the revenue 
of the district heating provider. This high proportion is due to district heating subsidy 
from 2012. 

 
Figure 2: Cumulative values of net revenues on sale and of other revenues and 
changes of their rate between 2010 and 2017 
Source: Own compilation based on annual report data 

0,00%

20,00%

40,00%

60,00%

80,00%

100,00%

120,00%

0

50.000.000

100.000.000

150.000.000

200.000.000

250.000.000

2009 2010 2011 2012 2013 2014 2015 2016 2017

Revenues 2010-2017

Értékesítés nettó árbevétele Egyéb bevételek

Értékesítés nettó árbevétele aránya Egyéb bevételek aránya

Net revenue on sale

Rate of net revenue on sale

Other revenues

Rate of other revenues



15 

 

 
Examining the structure of the rate of net revenues on sale and of the expenditures of 
district heating suppliers and the structure of revenues, it can be concluded that 
profitability of district heating suppliers is strongly influenced by the authority’s 
regulations. 
The indicators examined above describe only a slice of the factors influencing the 
profitability of district heating suppliers. They can, however, provide a pronounced 
picture of the operation of a highly regulated sector. 
 
 
3. Conclusions 
The purpose of the current research was to present some features of the profitability 
of heat suppliers. As a first step, literature describing profitability was introduced 
briefly, followed by the presentation of the empirical research. The two figures forcibly 
showed a main feature of the district heating sector: being highly regulated which is 
reflected in the income statement as well. Further research fields were outlined 
regarding this topic: whether there is a significant difference in the performance of 
different types of heat providers, whether there is any influence of the ownership 
background, the performed activities, the size of the company or the geographical 
location on profitability. 
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Abstract: In recent years, many researchers displayed interest in the different types 
of social innovations. In the current research, the author does not aim at creating a 
new definition, but at examining the possibilities to generate social innovations in the 
case of district heat suppliers by accepting the previously created definitions. In the 
case of district heat suppliers, three levels of social innovations can be distinguished 
and the current research aims at presenting how they have been realized worldwide 
for almost 140 years. Its methodology includes bibliography research based on 
seconder research methods and its result is a summary which helps make the heat 
supplier systems of different generations from the 19th-21st centuries transparent.  
  
 
Keywords: District heat supply, District heat producers, District heat suppliers, 
technological and ecological environment, social innovation 
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1. Introduction 
The roots and the first forms of central heating can be found in the ancient times. In 
the Roman Empire, the ancestor of the today under floor heating was used to ensure 
the temperature of the baths, but similar technical implementations were used to 
supply other buildings as well. In 13 BC Pallio Vitrovius, Roman architect, presented 
the heating system of the imperial palace. 
Like many ancient discoveries, central heating was forgotten or played a minor role in 
the Middle Ages. However, some records from the 15th century mention the district 
heating of baths. Subsequently, the technical development of the industrial revolution 
provided the opportunity for this type of heating to spread.  
In the 1790s, waste heat from English factories was transported via underground 
pipelines to heat public baths and since the middle of the 19th century "apartments 
heated from long distance" has been spread in several European (London, Paris, 
Hamburg, Dresden) and American (New York, Boston) cities. 
“Social innovation provides new or original solutions to solve the problems of a 
community with the aim of improving its well-being” (Kocziszky, Veresné and Balaton, 
2017). Through reaching the goals to improve the quality of life, heat 
suppliers implement social innovations by their products (heat and hot water 
supply), by the applied technologies and by implementing them in consumer-
friendly services (Süveges, 2019). It was, however, realized in different ways during 
the centuries. The current study aims at describing the heating generations of the 
19th-21st centuries by analyzing the international literature. The basis of the 
comparison as the possibilities to generate social innovations are the technical and 
technological characteristics of district heating. 
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 2. Literature review 
Kádárné (2010) explained that in different parts of the world, district heating systems 
had developed from different motivations and with different technical and technological 
conditions. The Association of Hungarian District Heat Suppliers  classifies the 
systems of European countries into four groups: 

 Northern Europe: Sweden, Finland, Denmark and Iceland, where the role of 
this heating method is constantly appreciated for its positive effects on the 
protection of the environment and climate. In these countries, it is also an 
important instrument of the energy policy and it is continuously 
improved. Accordingly, the proportion of district heating in apartment heating 
is extremely high. In Denmark, it is over 60% and up to 98% in some major 
cities. Denmark is considered to be a model country from several aspects 
due to the leading-edge technologies (Vanhoudt, Oevelen and Johanson, 
2019; Nielsen, 2019) and to the high utilization rate of geothermal energy 
(Margaryan, Dyrelund and Hansen, 2019).    

 Austria and Germany, where gas and district heat suppliers are organized 
into holding companies owned by local municipalities and the development 
of heat suppliers is an integral part of urban environmental programs 
(Kádárné, 2010). The proportion of heat supply out of heating systems is 
much lower in this group than in the previous one.  

 The proportion of district heat in the group including France, Italy, the United 
Kingdom and certain parts of the Netherlands is low (5%) and there is no 
great tradition of this heating method.  However, the governmental energy 
strategies of these countries also include district heating projects with low 
carbon dioxide emission, both for the general public and for other users 
(Webb and Bush, 2019). In the case of Italy, the use of water with lower 
temperatures can be observed in the heat supply (Kádárné, 2010), which is 
considered by many to be a significant way of future development of district 
heating (Jensen, 2019). The initial low share of district heating, of course, 
has the advantage of providing opportunity to increase the role of renewable 
energy sources. In France, for example, the share of this energy source has 
doubled in five years and is expected to increase to five times compared to 
its 2013 value by 2030 (Perrin, 2018). Especially in the northern and eastern 
metropolitan areas of the country, an increase in utilization is expected with 
the use of further synergies (Boysen, 2018). Ireland has similar conditions, 
where there is no historical tradition of large-scale district heating, the rate is 
only 1% like in much warmer countries in Europe like Greece, Cyprus and 
Malta, however, more and more countries consider district heating to be an 
opportunity to meet their energy policy and environmental goals (Gartland, 
2018).   

 Newly acceded Member States of the European Union, all of which have 
experienced "a period of rapid and forced industrialization" (Kádárné, 2010, 
p. 23). As these countries have a district heat ratio exceeding the EU-15 
average, they are often of lower quality in technical implementation (like 
thermal insulation) and in technology due to the historical aspects of their 
construction and have considerable potential for development.   

In the European Union, on average, district heating accounts for about 10% of 
heating, similarly to the world average, but significant differences can be observed 
among countries (Werner, 2016). 
There are other options of grouping in addition to the above described one. One such 
research material of relevance, also conducted by Werner (2016) and being part of the 



18 

 

research on the future role of district heating, compared the price levels of European 
heat suppliers and created the following groups based on prices: 

 Countries with high price: Denmark, Slovakia, Germany, Norway and 
Sweden,    

 Countries with low price: Iceland , Bulgaria, Switzerland, Poland and 
Hungary,  

 Countries with high district heating prices compared to the disposable 
income: Slovakia, Estonia, Latvia, Lithuania. (Interestingly, Hungarian district 
heating is generally associated with high prices in the mind of the individuals 
(Németh, 2008), but this statement cannot be justified either in absolute or 
relative terms based on the research results.) 

One of the most frequently mentioned elements in the international literature analyzing 
district heating is the generation-by-generation comparison of heating systems 
(Lygnerud, 2019). Several researchers have dealt with this topic, among which the 
study by Lund, 
Werner, Wiltshire, Svendsen Thorsen, Hvelplund and Matthiesen (2014) is 
outstanding. Its main assumption is that district heating and cooling systems will play a 
major role in the sustainable energy systems in the future, by reaching up to 100% 
renewable rate. In order to achieve this, however, significant improvements are 
needed compared to the current situation. The different generations have been 
characterized by a number of aspects which can be grouped into three groups. The 
main findings of their study are summarized in the following table. 
  
Table 1: Generations of heating systems and their technical and technological 
characteristics 
  Generations of heating systems 
Evaluation 

criteria 
First 

generation 
Second generation 

Third 
generation 

Fourth 
generation 

Period 1880-1930 1930-1980 1980-2020 2020-2050 

Heat-
conveying 

Steam 
Mostly pressurized 

hot 
water (above 100oC) 

Mostly 
pressurized 

hot 
water (below 

100 o C) 

Low 
temperature 
water (30-

70oC) 

Serviced 
buildings, 

needs 

Blocks of 
flats and 

the 
buildings of 
the tertiary 
sector in 

cities 

Blocks of flats and 
the buildings of the 

tertiary sector, 
typical size is 200-

300 kWh/m2 

Blocks of flats 
and the buildings 

of the tertiary 
sector and 

detached homes, 
typical size is 

200-300 kWh/m2 

Existing 
buildings with 

lower heat 
demand (50-
150 kWh/m2) 

and small 
scale (<25 

kWh/m2) new 
users 

Heating in 
the 

apartments 

Radiators 
using high 

temperature 
water 

(90oC) or 
steam 

Radiators using high 
temperature water 

(90oC)  

Radiators 
using medium 
temperature 
water (70o C) 

and 
underfloor 

Radiators 
using low 

temperature 
water (50o C) 

and 
underfloor 
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heating heating 

Basis 
of thermal 

energy 
Carbon Oil, natural gas 

Natural 
gas, biomass, 

renewable 
energy 
sources 

Renewable  
energy 
sources 

Source: Own compilation based on Lund, 
Werner, Wiltshire, Svendsen Thorsen, Hvelplund and Matthiesen (2014) 
 
   
3. Conclusion 
In both the United States and European countries, first generation heating systems 
were based on similar technology, characterized by technically inefficient operation 
and high network losses. The heat-conveying of the second generation systems was 
water at temperature of 100oC at high pressure and all systems built from the 1930s 
used this technology until the 1970s. This was typical of the heating systems of the 
countries of the Soviet bloc. Construction was characterized by low quality and there 
was no possibility / need to regulate or change the amount of heat used. Third-
generation heating systems including solutions from the late '70s and early' 80s are 
often referred to as "Scandinavian district heating technology" because many of the 
components used in district heating have been manufactured in the Nordic 
countries. These systems and technical solutions are used in the former Soviet Union 
Member States and in Central and Eastern Europe, but the systems currently being 
built in China, Korea, USA and Canada also belong to this generation. 
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Abstract. In our digitalized world, foreign language skills are becoming vital in the life 
of multinational companies. In addition to traditional teaching methods, online teaching 
methods play an important role in language teaching. In this paper I make an attempt 
to compare the perceived effectiveness of online and offline teaching methods. I also 
aim to understand language learners’ behaviour including their motivation, service 
provider choice, information sources considered in their choice and their willingness to 
pay. In my paper I also examine the extent to which language learners are supported 
in everyday company teaching by the Eflow by SZABO online software, which can be 
used in a flexible form of education. A combined (online and paper-based) survey was 
conducted among language school students who are using Eflow by SZABO. To 
analyze data, I used descriptive statistics and factor analysis. I have found that 
language schools are considered to be the most effective form of language learning, 
closely followed by Eflow by SZABO. Individual learning is also seen as being more 
effective than learning in groups. My findings can be utilised by scholars and in the 
language teaching business too. 
 
 
Keywords: online language learning; traditional language learning; consumer 
behaviour; effectiveness; multinational company; Eflow by SZABO. 
 
JEL classification: M31; Z13. 
 
 
1. Introduction 
Because of their busy schedules and a dearth of acceptable language-learning 
opportunities, many learners in Hungary find it difficult to sit down and force 
themselves to learn a second or third language. The opportunity to learn online may 
facilitate learning, partially alleviating these stumbling blocks and providing motivation 
on the part of learners. A great many of the populace are in possession of a 
smartphone, which provides the chance for learning and discovery, and has a radical 
impact on people’s habits and interactions in a multitude of milieus (Nagy, 2017). I 
have taught at language courses at different multinational companies for a long time. 
Consequently, it is very important for me to monitor the special demands of this market 
continuously and to understand these demands in order to be able to react to any 
change at the right time.  
 
 
2. Literature Review 
Before the current IT explosion, the use of this technology was quite restricted. Now, 
by contrast, we can see a much more flexible application owing to the proliferation of 
digital tools, mobile technology, and collaborative systems. The horizons of language 
acquisition are broadening at a furious pace. Motallebzadeh, K., Ahmadi, F., 
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Hosseinnia, M. (2018) analysed teachers’ creativity and their teaching effectiveness, 
and they found that the more creative someone is the more creative they are in 
language teaching. The study points out that there is a significant difference between 
female and male teachers with regard to the creativity of their teaching in favour of 
women. 
With the development of the digital world more and more tools are available for online 
teaching and they are increasingly becoming part of our everyday life. The continuous 
use of these tools help online teaching opportunities establish themselves naturally 
and almost invisibly in our daily routine, thus making them generally accepted.  
According to a survey by Jabeen and Thomas (2015), the majority of the respondents 
say that some years ago they preferred learning with a teacher in a classroom to 
learning on their own in a computer-assisted environment but these preferences have 
changed to a small extent by now. They investigated the learning trends of students 
who opt for online language courses and their effectiveness by assessing multiple 
factors including the use of the latest available technology and the skills that are taught 
by these online methods. The online teaching of various language skills was examined 
separately, skill by skill, and the online methods were compared with traditional 
classroom methods. They concluded that students consider lessons with a teacher 
more efficient for language learning than the online environment. They concluded that 
it is necessary to have the teacher’ assistance and support for the proper conduct of 
online speaking activities. This was true some years ago, but with the rapid 
advancement of technology it can be stated with confidence now that today’s and 
especially the near future’s technical facilities can easily make up for the teacher’s 
physical presence in such cases. However, Shishavan and Sadeghi (2009) claim that it 
is essential to have good and qualified teachers to make the educational system 
operate efficiently and to improve the quality of learning. According to Ghavifekr and 
Rosdy (2009) ICT (Information and Communications Technology), technology-based 
teaching is effective for both teachers and students and one important factor of 
successful learning is that the teachers are well-equipped and well-prepared in terms 
of technological tools and facilities. “Paperless” Foreign Language Teaching offers an 
opportunity for students to acquire the necessary information during foreign language 
lessons by themselves at skill level. Shishkovskaya, Sokolova and Chernaya (2015) 
found that one of the main advantages of the „paperless” technique is that it increases 
the motivation of students in learning a foreign language. 
 
 
3. Eflow by SZABO 
Eflow by SZABO, a fully online application, assists those who set out to develop their 
language skills independently at multinational companies. The online material was 
developed for five levels: A1, A2, B1, B2 and C1 in line with the requirements set by 
the Common European Framework of Reference for Languages. It was developed on 
the basis of detailed and well-structured training courses and teaching experiences. 
Participants can choose the following skills: Vocabulary, Grammar, English Usage, 
Reading Comprehension, Writing, Listening Comprehension and Speaking.   
 
 
4. Methodological Approach 
In order to measure the effectiveness of different language learning forms and 
understand the language learners’ consumer behaviour a combined (online and paper-
based) survey with a sample of 58 respondents was conducted in 2019. Exclusively, 
language learners at multinational companies who are currently using the Eflow by 
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SZABO module were included in the study. All of them were surveyed, but not 
everybody responded to each question, so the total number of respondents is always 
indicated if it is less than 58.  
In the survey, I used different self-developed constructs to measure different aspects of 
the language learners’ behaviour. The importance of motives, the importance of 
information sources used in the decision-making process as well as the importance of 
attributes of the language service provider choice were measured on a five-point 
importance scale. The perceived effectiveness of the different types of language 
learning was measured on a five-point effectiveness scale, whereas the development 
of language skills was measured on a five-point extent scale. 
 
 
5. Analysis and Results 
I found that respondents consider learning languages important. The mean (x̅) was 
between important and very important on a five-point scale (4.3). They quite like 
learning languages (x̅ =3.8). Respondents are quite motivated to learn foreign 
languages (x̅ =3.8). The primary motive for learning languages is easier 
communication with others (x̅ =4.5), followed by higher income (x̅ =3.9) and obtaining a 
language certificate (x̅ =3.8). Obtaining a secondary school qualification (x̅ =3.3) and 
working abroad (x̅ =2.7) are the weakest motives to learn foreign languages according 
to the survey.  
As far as the importance of information sources used in the decision-making process of 
language learning is concerned, friends and acquaintances (x̅ =3.5) are found to be the 
most significant influencing factor, followed by family members (x̅ =3.3), the social 
media (x̅ =3.2) and online advertisements (x̅ =3.2). Other information sources (x̅ =2.6) 
and flyers (x̅ =2.6) are regarded as non-important information sources. 
Perceived effectiveness of the service provider (x̅ =4.5), services fee (x̅ =4.4), and 
group size (x̅ =4.3) are the key to success or failure, being the most important 
attributes when it comes to choosing a service provider (i.e. a language school or other 
forms of language learning). Flexibility of the administrative procedures related to 
language learning (x̅ =3.8) and service environment (x̅ =3.8) as well as the image, 
reputation & brand name (x̅ =3.7) and the ease of use (webpage/app) (x̅ =3.7) are 
equally fairly important attributes. The service provider’s accessibility (x̅ =3.6), i.e. the 
distance from where the potential student resides or works, and parking opportunities 
are also considered. The design of the language learning website/app (x̅ =3.4) is the 
least important attribute in decision making. It was found that the respondents consider 
the effectiveness of learning/teaching at a language school as being between effective 
and absolute effective, the mean was 4.5 on a five-point scale, followed by the score 
given for the effectiveness of Eflow by SZABO (x̅ =4.0), the effectiveness of learning 
language online (x̅ =3.6), and the effectiveness of language teaching in public 
education (x̅ =2.5), which is not considered effective at all by the respondents. With 
regard to the perceived effectiveness of language learning forms, I found that the 
respondents consider the individual learning in classrooms (individual offline) to be the 
most effective form, the mean was 4.0 on a five-point scale. The second most effective 
learning form was the individual online (x̅ =3.5), followed by the traditional classroom 
groups (x̅ =3.4). Language teaching in online groups was seen as the most ineffective 
form of teaching/learning (x̅ =2.6). 
I found that the respondents are willing to pay the highest amount for individual online 
learning (x̅ = 3.317 HUF) in the first place, and for classroom individual learning (x̅ 
=3.145 HUF) in the second. They intend to pay significantly less for learning in 
traditional classroom groups (x̅ =2.194 HUF), and the least for learning in online groups 
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(x̅ =1.352 HUF). Having investigated the improvement of language skills by Eflow by 
SZABO, I found that the respondents are of the opinion that their listening skill was 
improved the most: the mean was 4.0 on a five-point scale. The software also 
improved their vocabulary skill (x̅ =3.9), speaking skill (x̅ =3.9), reading skill (x̅ =3.8), 
and their English usage skill (x̅ =3.8). They said that their writing (x̅ =3.6) and grammar 
skills (x̅ =3.6) were improved the least by Eflow by SZABO. 
The Kaiser-Meyer-Olkin Measure of Sampling Adequacy (KMO= 0.738) indicates the 
suitability of the data for further analysis by Kaiser's standard. So does Bartlett's Test 
of Sphericity (Approx. Chi-Square = 140.265; df=36, Sig.= .000). The Principal 
Component Analysis initially extracted 16 factors but there were only 3 of the 16 
components whose Eigenvalue was at least 1. They explain 69.92% of the total 
variance. Factor 1 includes the service provider’s accessibility (distance, car park), the 
ease of use of webpage/app, the flexibility of the administrative procedures related to 
language learning and the service environment, so it is named a Service Soft factor. 
Design of the service provider’s website/app and the perceived effectiveness of the 
service provider as well as the image/reputation & brand name of the service are 
substantially loaded on Factor 2. Therefore, it can be concluded that brand name, 
image, design and the perceived effectiveness of the language service provider are 
interrelated in the language learners’ mind. Factor 3 is made up of the service fee and 
the group size. It suggests that language learners’ willingness to pay and the group 
size are also connected.  
 
 
6. Conclusions and Implications 
Based on my research results it can be stated that the respondents are quite motivated 
to learn foreign languages at multinational companies. Having analysed the importance 
of information sources used in the decision-making process of different forms of 
language learning, friends and acquaintances are found to be the most significant 
influencing factor. The effectiveness of the service provider is the most important 
attribute in choosing a service provider. In comparison with previous times, recognition 
of the effectiveness of online teaching has become much stronger among language 
learners. This shows that the tools and methodologies have been improving and digital 
tools have also been incorporated in language teaching at companies. The other 
important finding is that companies are open to online teaching insofar as it 
complements offline teaching to make participants motivated and successful in 
language learning as much as possible. In other words, the company management 
supports the development of new technologies and software, which is a long-term 
condition for staying on the market. It seems from the surveys that methodological 
preferences are slowly progressing towards realignment, meaning that the 
respondents consider online learning/teaching almost as effective as face-to-face 
teaching. At the same time, it is a rather interesting finding that the respondents would 
be willing to pay more, even if not by much, for online teaching. This confirms that the 
everyday use of technological tools and the refinement of online solutions are making 
online language teaching increasingly accepted.   
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Abstract: In a competitive market, micro finance banks need to develop creative and 
purposeful ideas to create value for stakeholders. This paper shed light on the 
relationship between competition intensity and innovation performance. The study uses 
surveys conducted on microfinance banks operating in Nigeria. Data from 300 
respondents suggest that competition intensity significantly influence innovation 
performance. It was observed that as competition intensifies, microfinance sector 
innovation performance increases. The authors conclude that microfinance banks 
should give attention to the nature of competition and its relationship with innovation 
performance.  
 
 
Keywords: competition; intensity; innovation performance; microfinance; Nigeria 
 
JEL classification: L20; M10 
 
1. Introduction 
Intense competition has generated a high level of uncertainty among firms in all 
industries (Gavrea et al., 2011), posing a serious challenge for managers of firms. The 
presence of many competitors limit growth opportunities. In the context of intense 
competition, firms can achieve innovation performance by offering new product and 
services that meet the need of customers. Microfinance banks support the growth of 
small and medium enterprises (SMEs) which constitute a large proportion of the 
business sectors in Nigeria (Nwachukwu, 2018). Although, studies have examined the 
link between the intensity of competitive rivalry and innovation (e.g., Correa and 
Ornaghi, 2014). Few studies examined innovation performance in microfinance banks 
in Nigeria (e.g. Nwachukwu, Chládková and Olatunji, 2018). The nature of the 
relationship between competition intensity and innovation is ambiguous and scare in 
transition economies (Brodzicki, 2018) and not fully established. This study attempts to 
address this important gap in the literature. This paper examines the relationship 
between competition intensity and innovation performance in the microfinance sector in 
Nigeria.  
 
 
2. Literature review  
Empirically, Correa and Ornaghi (2014) found a positive relationship between 
competition intensity and innovation in U.S. manufacturing industries. Abazi-Alili, 
Ramadani, and Gërguri-Rashiti (2016) affirm that pressure from foreign competition 
has a positive and significant effect on innovation activity in firms. Likewise, using data 
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from 27 emerging markets, Ghosh, Kato, and Morita (2017) reported that competition 
intensity reduces firms investment in incremental innovations, which decrease firm’s 
market share. Hashmi (2013) investigated the inverted-U relationship in publicly quoted 
American and British manufacturing companies. The study found a negative and 
strong relationship between innovation and competition. We note, however, that an in-
depth analysis is lacking in Nigerian firms, especially in the microfinance sector. In light 
of empirical review, the authors acknowledge that the connection between competition 
intensity and innovation performance is complex and lacking in the emerging market, 
particularly in Nigeria.  
H1.  competition intensity has a significant and positive impact on innovation 
performance. 
 
 
3. Methodology 
In Nigeria, microfinance banks play a strategic role in enhancing the socio-economic 
well-being of the poor who are mostly traders and artisans. Central Bank of Nigeria 
CBN 2016 report suggests that total assets and total deposit liabilities of microfinance 
banks declined by 5.1 per cent and 6.1 per cent respectively. Additionally, the number 
of microfinance banks (MFBs) declined to 820 in 2013 and increased to 987 in 2016.  
 
3.1. Methods Sample and procedure 
Data were collected from employees of microfinance banks using an online survey. 
The survey was conducted between July and September 2018. The lists of MFBs were 
retrieved from CBN online database. 325 participants were conveniently selected from 
three geopolitical zones in Nigeria. 300 completed questionnaires were found suitable 
and used in this analysis. Jansen et al. (2006) was adapted to measure competition 
intensity. Four items that assess the intensity of competition in the market was used. 
Following Wang (2014) and Nwachukwu et al. (2018), six items were used to assess 
innovation performance, these questions evaluate the respondent's perception of 
service, product, and process. Participants expressed their level of agreement on a 5-
point scale (from 1=disagree strongly to 5=agree strongly). Cronbach’s alpha for 
competition intensity (0.83), innovation performance (0.87) and the overall scale (0.90) 
imply that the questionnaire effectively captures the study variables. The KMO and 
Bartlett's test of sampling adequacy is significant (KMO; 0.868, P = 0.000 < 0.05) and 
above 0.5 (Hair et al., 2010). Descriptive statistics and inferential statistics were used 
for data analyses. Data were analysed using the statistical package for social sciences 
(SPSS 25) software.  
 
 
4. Results 
In term of the number of employees, 60(20%) of the MFBs have between 1 to 10 
employees, 201 (67%) have between 11- 20 employees, 33 (11%) between 21-30 
employees and 6 (2%) have between 31- 40 employees. 12(4%) respondents 
indicated that their firms have been in the market between 0 and 5 years, 282(94%) 
between 6 to 10 years, while only 6(2%) respondents indicated that their firms have 
been in the market between 11years and above. 
 
Table 1: Descriptive and Regression results of Competition Intensity and Innovation 
Performance (N= 300)    
                                                                                        
      F                186.207               
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      R2               0.385    
    Adj R2           0.382               
     β                  0.620                
   p-value          0.000                                               
                                                                     Mean         Std.Dev   
Competition intensity                                    3.47               0.54 
Innovation performance                                 4.89              0.84 
Durbin Watson:                   1.873  
VIF:                                     1.000                                                                                                           
Source: Authors  
 
The results presented in Table 1, (β = 0.620, P = 0.000 < 0.05) suggest that 
competition intensity positively and significantly impact innovation performance. Thus, 
providing support for the study hypothesis. Furthermore, R2 = 0.385, implies that 
competition intensity account for 38.5% in the variation of microfinance bank innovation 
performance in Nigeria. Thus, other factors that were not considered in the present 
study explain 61.5% variation in innovation performance. The variance inflation factor 
1.000 is less than 5, which indicates the absence of multicollinearity problem. 
Additionally, the Durbin-Watson test value of 1.873 indicates that the problem of 
autocorrelation in the model is unlikely.  
 
4.1. Discussion 
This study clarifies the relationship between competition intensity and innovation 
performance in the microfinance sector. The results suggest competition intensity have 
a significant influence on innovation performance. The finding is consistent with several 
previous studies (Correa and Ornaghi, 2014; Abazi-Alili et al., 2016). However, our 
finding negates the results of (Ghosh et al., 2017; Hashmi, 2013). To cope with intense 
competition microfinance banks must innovate by creating new products and services 
and optimising technologies to deliver these products and services to customers. In 
this context, online banking services such as internet banking and electronic payments 
is a differentiating factor. 
 
 
5. Conclusion 
This research provides important insights into the nature of the relationship between 
competition intensity and innovation performance in the emerging market context. The 
study suggests that competition intensity is a predictor of innovation performance in the 
microfinance sector in Nigeria. The insights from this study will inform policymakers 
and managers in the microfinance sector in the emerging economy context. 
Microfinance banks should pay attention to the activities of competitors as this impact 
innovation performance. The limitations of this study provides an avenue to consider 
the concept for future research. The study focused on a single industry; microfinance 
sector. This limit the generalisability of the results beyond this context. Future studies 
can examine competition intensity, innovation performance and factors that can 
mediate or moderate this relationship in other sectors across countries. Nonetheless, 
this paper adds to the growing debate on competition and innovation in an emerging 
market context. 
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Abstract: As the topic of the collaborative economy is relatively new, the paper has its 
starting point in an overview on the different approaches discussed both in the 
academic environment and in the media. The paper aims to discuss some of the 
reasons that cause people to participate in different forms of the sharing economy. We 
have noticed that the reasons that convince people to be attracted to the idea of 
sharing are related primarily to the economic benefits offered, but also to the efficiency 
of their time. Given the overall picture of the motivations that people have towards the 
new economic model, we will try to present how the collaborative consumption related 
to the shared accommodation has changed, by age groups, in 2018 compared to 2017. 
Analyzing we could see that the young population is more attracted to the idea of 
sharing, than the older population. This is somewhat obvious given that access to the 
sharing economy requires internet access. 
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1. Introduction 
The attitude of people towards consumption has undergone numerous changes in the 
last period of time. This fact is due first and foremost to people's growing fears about 
the major changes facing the environment: depletion of resources, climate change, 
pollution, the economic crisis of 2008. Secondly, the change in consumption behavior 
of people it is also due to the desire for social integration (Belk, 2010), as well as for 
sustainability or ecological consumption, through which economic benefits can be 
created. All of these competed for people to turn their attention to a new economic 
alternative, namely the collaborative economy. This type of economy is "based on 
'Access to' rather than 'Ownership of' physical and human assets like time, space and 
skills" (Botsman and Rogers, 2010). More precisely, people replace the ownership of 
the property with its temporary ownership. The key elements, without which the sharing 
economy would not have stood, are related to social media and technology 
development, as well as to the Internet, which allowed the virtual interaction of people 
(Heinrichs, 2013). The participation of people in the sharing economy, which is actually 
a social-economic phenomenon, but also technological, is maintained by the 
development of technologies, the proliferation of collaborative web communities, as 
well as by the collaborative commerce. Sharing economy is a concept that 
encompasses several domains and supports sharing of consumption of goods and 
services through online platforms. These platforms are, in fact, the main means by 
which the shared consumption is manifested. The activity through these platforms is 
supported by the reputation that the respective platform has, by certain economic 
stimuli, by the degree of satisfaction offered to consumers. Competitiveness in 
economic activities is increasingly based on the idea of sustainability, the quality of the 
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natural and cultural environment of the destinations and their integration into a local 
community (Badulescu and Badulescu), which causes people to be increasingly 
attracted to the idea of  sharing consumption. 
The sharing economy is known as a new trend, and people have a slightly reluctant 
behavior towards the new, which causes them to become somewhat skeptical of this 
economic approach. In addition, the conceptual framework and scope of the sharing 
economy are not very clearly delimited, compared to the traditional type economy. The 
legislation in its early stages is another factor that makes people less confident in this 
model. It can be said, however, that the collaborative economy attracts people on its 
side, through the benefits it creates, but at the same time makes some of them 
unbelieving. 
 
 
2. The motivations that cause people to be attracted to the sharing economy 
The motivations that cause people to participate in shared consumption have been 
studied over time, but there will always be new reasons why a consumer would decide 
to "share" a particular product, instead of buying it in a traditional property-based 
service (Lamberton and Rose, 2012). Motivations, of course, may differ from one 
consumer to another, but we can expect that what we will present are generally valid 
motivations for consumers. 
One of the reasons that attracts people to participate in the sharing economy is the fact 
that they can manage their financial resources much better, the collaborative economy 
offering people the tools to benefit from affordable goods and services (Kane, 2016 ). 
In addition, it creates public value that is based on the distribution of goods, spaces 
and instruments, respectively, between people connected by modern methods such as 
different online platforms, applications, social networks (Bertand et al., 2016). It can be 
deduced that the sharing economy is competitive when it comes to the measurable 
economic benefits, while also providing a more efficient use of resources. In fact, it 
replaces the exclusive ownership of goods with more economic opportunities (Hamari 
et al., 2013). In addition it folds very well on demand and supply in real time, worldwide 
(Malhotra and Van Alstyne, 2014). This economic approach aims to reduce different 
costs, from a monetary point of view, but also from the perspective of coordinating 
available assets with the costs involved. 
In a world where time is a major impediment to different activities, this new sharing 
phenomenon can be the solution to save time, so people can manage their time much 
better through the online platforms made available for sharing economy, thus giving 
them autonomy (Seign and Bogenberger, 2012). This is obviously another motivation 
that drives people to positively embrace this idea. 
A particular aspect of the collaborative economy is the way in which it offers people 
new opportunities regarding establishing and maintaining social relations. An example 
of this feature may come from the Airbnb hosting platform. Through this platform, 
people seeking accommodation in different corners of the world, regardless of the 
purpose of the trip, can interact much more easily with the locals and live authentic 
experiences. The user gets to interact directly with other users in the sharing economy, 
which ultimately makes it easier to establish social connections beyond economic 
exchanges (Schor and Fitzmaurice, 2014). In addition, visitors can know that place 
beyond appearances and what they knew about it. Guests are most of the time in 
direct contact with the hosts, which clearly leads to the creation of a framework in 
which they can socialize, even managing a local connection with their help. If a person 
had booked a room at a hotel, it is almost certain that the person would have been 
alone, but if they choose Airbnb, for example or any other sharing platform, the 
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connection with the locals will take place. The social experiences are lived in this way, 
with a much greater and more complex social and spiritual burden, than in the case of 
the traditional experience. 
The desire for novelty, fulfilled through the sharing economy is another reason why 
people are attracted to this idea. Epistemic benefit refers to the benefit gained from a 
product's ability to satisfy curiosity, to provide novelty and / or to satisfy a user's desire 
to know (Sweeney and Soutar, 2001). Of course, there are arguments that will cause 
people not to get involved in the collaborative consumption, such as the legislation in 
an incipient phase, the fear of new ideas, the desire for more intimacy, but these will be 
the subject of future studies. 
 
 
3. Are Romanians attracted to the idea of sharing economy? 
In Romania, the sharing economy made its presence felt later than at world level or 
even at European Union level. This is mainly due to the mentality that people have 
regarding property.  
Although the particular motivations for which people are attracted to the idea of sharing 
economy differ not only from one country to another, but also from one individual to 
another, we can say that the reasons presented above are generally valid for 
individuals in our country. 
Given the motivations of people to participate in shared consumption and the fact that 
this phenomenon enjoys an increased popularization, we presented the evolution by 
age categories of the use of accommodation services of sharing economy type. Thus 
figure 1 shows graphically the changes that occurred in 2018 compared to 2017. 
 

 
Figure 1: Individuals who have used any website or application to arrange an 
accommodation from another individual in Romania  (percentage of individuals) 
Source: Eurostat 
 
Analyzing the figure it can be observed that in four of the five age categories the 
orientation of the people towards the shared accommodation services increased. At 
the same time we can say that the young population resonates much better with this 
new economic model, registering increases from one year to another in the age groups 
up to 55 years. The fact that in the age range 55 - 74 years, the percentage of those 
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who use this concept has decreased is due to the mentality and the conception that 
this population has towards the idea of sharing a good. At the same time, the older 
population is not so familiar with accessing the Internet, some of them not having a 
computer or high-performance phone that will allow them access to the new 
technologies. On the other hand, however, it is a positive thing to record growth in the 
other age groups, which means that the population of our country begins to become 
more interested and attracted by the sharing economy and at the same time by the 
benefits and opportunities offered by it. 
 
 
4. Conclusions 
The evolution of the sharing economy causes people to understand the context of the 
development of this type of economy. By better understanding of this term, people also 
find motivations that attract them to actively participate in shared consumption. We 
showed that the confidence of Romanians in accommodation sharing platforms 
increased in 2018 compared to 2017, in most age categories, which indicates an 
attraction and a greater confidence of people on these platforms. Even though in 
Romania the concept of sharing economy has developed more timidly than in other 
countries, considering the evolution of the last two years we can say that the attraction 
towards the new economic phenomenon is slightly increasing. Although there are 
limitations regarding the legislative framework, and the central and local 
administrations need time to be able to put in order all the regulations, the sharing 
economy is in a continuous development and ascent. Some of the reasons described 
above are influencing people to become more attracted to the idea of shared 
consumption. Besides these motivations, there are many other motivations and 
variables that influence people to participate actively in this phenomenon, but they will 
be the subject of another research. 
Sharing economy manifests itself in a lot of areas, for example in transport, but due to 
the fact that the size of this work would have been much larger, we have limited our 
study only to accommodation, the other sectors to be subject to future studies. 
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Abstract: 
All over the world there is a growing interest in changing the way people care for their 
health. This new approach is also reflected in tourism. Health tourism is a complex 
area of study, yet understanding the concept is limited, because there are varying 
definitions and components ambiguity. Also, academic and professional debates on 
this subject make it difficult to estimate the real size and growth of health tourism 
market. This paper aim is to present different approaches that exist in literature on 
health tourism to a better understanding of the concept. The benefits of having greater 
consistency in the use of health tourism term are: a well-defined market structure, 
better marketing targeting strategies and reliable data for avoiding "industry 
boosterism".   
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1. Introduction 
According to García-Altés (in Wallibhodome et al., 2019), health tourism as a concept 
is relatively new and it started to be used about two decades ago. However, health 
tourism main principles are rooted back to ancient civilizations all around the world. 
From the earliest times, people have travelled for healing, disease-protection effects 
and to restore balance: the Romans travelled to thermae - the thermal baths -, pilgrims 
visited Dead Sea for its healing effects and Asians went to thermal springs for 
relaxation and socializing (Yeung and Johnston, 2018). Nowadays, reasons for 
seeking healthcare services in other countries became more complex: long waiting lists 
in country of residence, higher costs for the same treatment, better technology and 
more skilled-specialists in destination countries (Connel, 2006) alongside with lower 
flight prices, worldwide airline routes, communication and information through 
technology which make it possible for tourists to access healthcare services in other 
countries, as Lunt (in Hanefeld et al., 2014) added.  
There are numerous studies and paper works written about health tourism, that shows 
a considerable interest for this field, because it is difficult to estimate the real market 
size and development if there aren't well-defined boundaries, clear components and a 
universally accepted unique definition. This paper objective is to provide a general 
overview of academic research to better identify the services that can be included 
under the umbrella of health tourism.   
 
 
2. Defining health tourism 
At first glance, we can assume the concept health tourism is generally easily to be 
defined. But in reality, there are challenges. Academic literature and industry reports 
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abound in definitions of health tourism, as there isn't an official international 
organization responsible for establishing a unique definition (Puczkó et al., 2011). 
To a better understanding of health tourism, it's important to know how health is 
described.  World Health Organization (WHO) defined in 1984 health as "the extent to 
which an individual or a group is able to realize aspirations and satisfy needs, and to 
change or cope with environment. Health is a resource for everyday life, not the 
objective of living; it is a positive concept, emphasizing social and personal resources 
as well as physical capabilities" (Smith and Puczko, 2014:4).  
Carrera and Bridges (2006:447) define health tourism as "the organized travel outside 
one's local environment for the maintenance, enhancement or restoration of an 
individual's well-being in mind and body". In Smith and Puczkó's opinion, health 
tourism incorporates "forms of tourism which are centrally focused on physical health, 
but which also improve mental and spiritual well-being and increase the capacity of 
individuals to satisfy their own needs and function better in their environment and 
society" (Mainil et al., 2017:93). Goodrich (2010:228) propose the following definition 
for heath tourism: "the attempt on the part of a tourist facility (e.g. hotel) or destination 
(e.g Baden, Switzerland) to attract tourists by deliberately promoting its health care 
services and facilities, in addition to its regular tourist amenities". Hall (2011:6) suggest 
health tourism is "a commercial phenomenon of industrial society which involves a 
person traveling overnight away from the normal home environment for the express 
benefit of maintaining or improving health, and the supply and promotion of facilities 
and destinations which seek to provide such benefits". According to World Tourism 
Organization, health tourism as the "umbrella term" for wellness tourism and medical 
tourism (UNWTO, 2017). 
Boundaries between health tourism, medical and wellness tourism are creating 
sometimes confusion, because Connel (in Padilla-Meléndez and Del-Águila-Obra, 
2016:87) mention that  "a continuum exists from health (or wellness) tourism involving 
relaxation exercise and massage, to cosmetic surgery (ranging from dentistry to 
substantial interventions), operations (such as hip replacements and transplants), to 
reproductive procedures and even 'death tourism'". Confusion is also caused by the 
assumption that medical tourism is dedicated to sick people and wellness tourism is for 
healthy people and that wellness tourists are a totally different market share then 
medical tourists (Puczkó et al., 2011). But where do we integrate the following 
examples: if a healthy person chooses a preventive health program recommended by 
a doctor after a consultation, is it medical tourism or wellness tourism? Furthermore, if 
a healthy tourist gets a relaxing massage at a medical spa, that person is a wellness or 
medical tourist?  
This literature review highlights overlaps between health tourism components. In 
consequence, it is imperative to define medical and wellness tourism. 

 Medical tourism is a growing phenomenon associated with globalization as 
Lunt and Carrera (in Hanefeld et al., 2014) agree. For Carrera et al. (in Padilla-
Meléndez and Del-Águila-Obra, 2016:88), medical tourism is "the  act  of  travelling  
overseas  for  treatment  and  care". Connell (in Padilla-Meléndez and Del-Águila-
Obra, 2016:88) suggests that medical tourism is "the phenomena of people travelling 
from their usual country of residence to another country with the expressed purpose of 
accessing medical treatment". The most popular services and treatments linked to 
medical tourism are: fertility, cosmetic surgery, dental, bariatric (Hanefeld, 2014), heart 
surgery and hip resurfacing (Padilla-Meléndez and Del-Águila-Obra, 2016).  

 Wellness tourism is defined by Puczkó et al. (2011) as "involving people 
traveling to a different place to proactively pursue activities that maintain or enhance 
their personal health and well-being, and who are seeking unique, authentic or 
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location-based experiences or therapies that are not available at home". The word 
wellness appears for the first time in Oxford Dictionary in the 1650s and it is described 
as a state of illness or a state of health, according to Global Wellness Institute. In the 
1950s, dr. Halbert L. Dunn's book, High-Level Wellness define for the first time the 
term and in 1971 John W. Travis made it famous. The term is also described as a 
journey associated with the desire to maintain or enhance well-being (Yeung and 
Johnston, 2018). Going on a trip can sometimes be stressful, due to unhealthy and 
over-eating, sleep disruption, sedentary lifestyle during holidays and lack of fitness 
routine, travel stress and excessive drinking (Yeung and Johnston, 2018). Wellness 
tourism promises to eliminate these negative effects and turn the trip into an 
opportunity to maintain and improve health (rest and rehabilitation, disease prevention 
and a better mental state). According to Wellness Tourism Worldwide, the most 
popular wellness tourism global services are: beauty treatments, sport&fitness 
services, leisure and recreational spas and spa&wellness resorts. Meantime, there are 
in each country local therapies that are popular, like Ayurveda, yoga retreats, 
meditation and wellness rituals (Hoheb, 2011).  
   
 
3. Spa Industry Survey on Wellness Tourism and Medical Tourism 
An online study involving 206 Global Spa Summit members around the world 
performed for the research report made by Puczkó, Smith, Johnston and Ellis, 
presented at Global SPA Summit in 2011, asked respondents to define with their own 
words health tourism (Puczkó et al., 2011). One-third of the respondents made a 
difference between health, medical and wellness tourism, but the rest of the 
respondents are confused with the terms. 21% suggested that health tourism is the 
same as wellness tourism, 20% of the respondents chose a combination between 
wellness and medical tourism and 20% said it's the same with medical tourism. An 
interesting fact presented in the research is that two-thirds of survey respondents 
weren't able to define at all health tourism and left the question blank or chose to 
answer "don't know" (Puczkó et al., 2011).  
The aim of the research was to create a "word cloud", the most used words to describe 
each term (Puczkó et al., 2011): medical tourism: procedures, surgery, health, care, 
treatments; wellness tourism: health, spa, services, destination, relaxation, treatments, 
medical, programs; health tourism: wellness, medical, treatments, spa, healthy, 
improve. 
 
 
4. Conclusion 
Health tourism is declared to be a growing segment of general tourism, however there 
are differences between statistics made by official statistical offices, like Eurostat and 
industry reports, like Global Wellness Institute (Mainil et al., 2017). The reason is found 
in literature review, because there is a high level of confusion and lack of knowledge 
about health tourism and it's components, medical and wellness tourism.  
Due to varying definitions, people working in the industry proved an inability to define 
these three terms, even though some items from definitions show up in the "word 
cloud".   
The economic consequences can be wrong positioning on the market, ambiguous 
selling point, generic services and products, not having a clearly defined customer's 
profile and unreliable statistics.  
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To better estimate its real market size and development, it is recommended to 
establish a worldwide accepted definition of health tourism and to better identify the 
services that can be included under its umbrella. 
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Abstract: Companies have been more involved than ever in the educational discourse 
and they have become key-players in addressing the gaps in education. Designing a 
new innovational power map, corporations adopt different strategies and proceed with 
the role of orchestrators in the re-arrangement of economical governance. Companies 
have the important resources and influence to intervene and address the unmet needs 
in education but although their agenda is inclining toward technological innovation, it 
has become imperative that the aspects of corporate social responsibility (CSR) 
converge with the ideals of education for sustainable development. Within the context 
of CSR for education, corporations should align their agendas to the sustainable 
development issue. The challenge is to understand the underlying philosophy behind 
the emergence of social responsibility activities in business practice and to explore 
how these activities could be refined and aligned to the economic sustainable 
development thinking.  
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1. Introduction 
Global economy has not fully recovered after the crisis and concerns regarding a weak 
future progress are serious in an era with growing international tensions and anti-
globalization movements that serious impact stability and require a new governance 
framework and innovational sustainability mindset. Inequalities in the system are deep 
and discrepancy brought a wave of skepticism and nationalism expressed in the new 
current of anti-globalization. Companies are investing more in society in their endeavor 
to realign their economic pursuit to the societal progress. Investments are made in 
research and innovation now more than ever before, orchestrating new power shifts 
with great international impact. This impact can be observed especially in the area of 
education, as Welford (2006) points out, “any discussion about a strategy for education 
for sustainable development would be incomplete without the role of business”. 
Businesses are already key-players in addressing unmet needs in education. Leading 
businesses are already devising CSR programs that are actively supporting education 
across many contexts (Camilleri, 2016).  
CSR is currently receiving a good deal of attention, both in terms of academic research 
and business practice (Taneja et al. 2011) but the expectations on the responsibilities 
held by businesses and corporations for the societies in which they operate have 
changed (Cramer and Loeber 2007). The role of corporations has increasingly 
expanded and firms have started to assume responsibilities that were previously been 
regarded as governmental activities (Scherer and Palazzo, 2008). Many economists 
are critical when it comes to analyzing this issue, due to the fact that these activities do 



41 

 

not comply to the initial economic role of the business in society as described by the 
theory of the firm (Scherer and Palazzo, 2011) and actually it goes beyond the societal 
expectations and understanding of corporate responsibility (Whetten et al., 2002). 
Many companies are increasingly organizing CSR activities that create both business 
and social value (Porter and Kramer, 2011) and this is now leading to a new meaning 
than the classical view of CSR that was simply limited to philanthropy and then shifted 
to business-society relation with regards to the activities conducted by the company to 
solve societal problems (Ismail, 2009). Nowadays CSR is a concept that defines 
business’ interest in its customers, shareholders, employees, suppliers and 
communities including their environment in the light of sustainable development. It 
encompasses all the strategies the company displays in order to be ethical and deliver 
social value in a sustainable manner. This is a conceptual paper and its main purpose 
is to study the role companies have in creating sustainable development for the society 
and implicitly, for themselves and to understand the need of CSR toward education. 
 
 
2. CSR incentives in education 
The issue of CSR has been discussed and defined by several authors, one of the first 
authors to define it was Howard R. Bowen (1953) as “a commitment of entrepreneurs 
to seek strategies to make such decisions or carry out such activities which are 
desirable in terms of goals and values to our society”. A more recent definition is given 
by Holme and Watts (2000) as “the commitment of business to contribute to 
sustainable economic development, working with employees, their families, the local 
community and society at large to improve their quality of life”. Each of the definitions 
we would cite here bring us to the conclusion that CSR has well determined impact 
areas consisting of economy, society and environment. In the economic area, 
businesses should focus on improving processes for economic development and 
minimizing economic impacts and from a societal point of view, they should be aiming 
on improving the quality of life (Radoslav, 2017).  
No country can achieve sustainable economic development without substantial 
investment in human capital (Ozturk, 2001). Businesses have a long record of 
involvement in education, especially within formal school systems (Cuban, 2004) and it 
has been acknowledged that it is in the businesses’ best interest to create and 
maintain good relationships with governments, trade unions and society (Camilleri, 
2016), although rarely businesses and governments cooperate in an effective manner 
and in meaningful ways when it comes to education. The opportunities that come from 
this cooperation could be a win-win game for both companies and governments and 
the outcomes would have a positive impact on regional social and economic 
development. Building these relationships could result in reducing unemployment and 
addressing competitiveness issues (Schwartz and Gibb, 1999) and seen from a 
strategic managerial perspective, it could enhance corporate financial performance 
(Tang et al., 2012) and resolve their long-term workforce demand. 
Recent research has stressed out that the most successful CSR strategy is to align 
company's social and environmental activities with its business purpose and values 
(Porter and Kramer, 2011), therefore businesses have adopted a targeted approach by 
focusing on areas that have a direct correlation to their business goals (Deshmukh, 
2017). Responsible actions have the power to reconsider the organizations’ purpose 
and its values toward society. Camilleri (2016) states that the first step towards 
developing a CSR mentality is to re-define the principles of the company and this 
should be taken in account when designing the CSR strategy toward education.  
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3. “Educreating” the economy 
Education has a major role in determining the outcome of all three components that 
define sustainability and it is a pillar for each of these areas. CSR through education 
can impact the economy, the society and the environment. 
When creating the CSR strategy, often companies forget that this is a win-win game 
and tend to focus only on building for its own needs, disregarding that long-term 
society needs have a common ground with long-term company needs. Companies 
should consider value-enhancing CSR activities that align social responsibility with 
economic sustainable development and it is of high importance that efforts are 
concentrated in this direction. Investing in society education has important economic 
ramifications that will bring positive outcomes for the society and a sustained economic 
growth based on increased productivity. A solid and stable economy will provide the 
company a fertile ground for development especially considering the current 
unsustainable approach. In most neoliberal and capitalist economic education 
discourse, issues as sustainability, social justice, community welfare and 
intergenerational equity are not addressed because they are considered to be 
noneconomic (Summers and Smith, 2014). If corporations are really committed to 
teaching and supporting economic sustainable development, they should re-asses the 
imperatives of their discourse and reconsider their role in creating the economy not 
only by doing business, but also by modeling it through society. Due to the fact that the 
public educational sector needs a boost from the private sector, both should be able to 
cooperate in order to bring the educational discourse at the same parameters that 
meet today’s society needs.  
 
 
4. Conclusion 
Education is the highway to sustainable development and corporate innovation and 
involvement in education has been so far defined from a narrow technologic inclined 
perspective that needs to be aligned to current societal struggles and aiming to a 
sustainable discourse. The traditional capitalist and neoliberal discourse in education 
will soon have to be transformed into a more creative approach that will explore new 
ways to create a common ground for business, society and education. This can be 
obtained by aligning the principles of sustainable development to the CSR practices 
and bringing into discussion the imperative issues of the limits of growth, intelligent 
development and societal sustainability as part of the puzzle that pictures technological 
innovation. 
Although companies have increased their role in education, the efforts are 
concentrated toward technology and innovation in the pursuit of economic growth. This 
approach can be perceived as socially irresponsible education toward economic 
development without the emphasis on the sustainability issue. It provides an 
unbalanced approach in the long term by providing grounds for future economic, 
financial and environmental crisis and therefore denies its own purpose: to create 
value for the community. Therefore, as the education is the backbone of the society, 
we need to re-evaluate the quality of the education in order to determine the health 
status of our society. It is self-explanatory the fact that a healthy economy is sustained 
by a healthy economic education and these two combined are the path for setting and 
maintaining profitable businesses. The solution for sustainable education is investing 
proportionately both in technological education and in economic education, because 
one cannot expect to only nurture one side of the mechanism and expect both to 
prosper at the same rate. Companies prosper when they help society to prosper. 
 



43 

 

5. Research Limits and Further Recommendations 
The role of this paper was to understand the role of CSR towards education and further 
research is recommended in order to propose empiric solutions for the exposed gaps 
and to define the methods companies have the ability to “educreate” the economy by 
addressing issues as sustainability, social justice, community welfare and 
intergenerational equity. 
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Abstract: Momentum, a concept borrowed from physics, has always implied 
dynamism, energy and force. The question we raise in this paper is: can education, a 
seemingly straightforward, rigid process, bring out the vigour, resourcefulness, and 
enthusiasm of entrepreneurship? We try to answer this question through a literature 
review approach to the research, following the red thread of the hypothesis stated. 
Thus, the research painfully leaves out many interesting research pathways and 
arguments, which can be pursued on a later date. While navigating around different 
terms and concepts which to this day lack consensus, we evaluated entrepreneurship 
education as being impactful and looked at some of the measures taken by institutions 
(EU) in building and maintaining the entrepreneurial momentum. 
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1. Introduction  
Today, entrepreneurship seems to be an idea that has permeated all industries and 
altered the economic landscape at a global level. From Schumpeter's take on 
entrepreneurship as a process of creative destruction, when the old, inferior offerings 
across industries and markets are replaced by new products and new business 
models, many more researchers credited entrepreneurship with the capability to 
determine and sustain economic growth (Stam and Stel, 2011: 8; Audretsch, Keilbach 
and Lehmann, 2006: 60). Entrepreneurship is maintained by Hisrich and O'Cinneide 
(in Sarri and Zikou, 2014: 50) to be imperative in giving birth to new ideas, in the 
creation of new ventures, and new jobs which are essential in the process of nurturing 
the whole economy. 
The multifaceted coinage and use of the term entrepreneurship reflect the complexity 
and intricacies of the concept which led to this very day's lack of consensus among 
scholars regarding its exact meaning. Badulescu and Badulescu (2014: 11) comprised 
an extensive list of opinions and definitions on entrepreneurship and entrepreneur 
which revolve around terms such as innovation, creativity, risk taking, business 
launching, opportunity, venture, and so on.  
In an effort to pinpoint this complex concept, entrepreneurship has been approached 
from diverse directions: economic, psychologic, sociologic, behavioral (Bădulescu and 
Bădulescu, 2014: 12), and under the scrutiny of varied, new theories (Saiz-Alvarez 
and Vaquero, 2017: 9–11). 
All this diversity underlines the transdisciplinary character of entrepreneurship, as well 
as the close connection between the entrepreneurial activity and the entrepreneur's 
persona as a repository of specific traits and skills, begging the question if an 
entrepreneurial momentum can actually be built and sustained through education, 
namely entrepreneurship education (EE).  
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2. Can Entrepreneurship be Taught With Impact? 
The struggle to identify the prerequisites of entrepreneurial activity has led 
researchers to explore how entrepreneurs are formed: are they born with the right set 
of skills and tendencies, or, rather they are created through education? Often studies 
on this perennial question have landed on each side of the argument.  Timmons and 
Spinelli, together with Orford et al. (in Botha, 2006: 48) consider the idea of the 
entrepreneur being born, a myth, advancing the alternative theory that the 
entrepreneur can, in fact, be created. An entrepreneur in the making learns how to 
develop that sense and skill of identifying opportunities on the market, develops the 
entrepreneurial self-confidence and visionary stamina which are vital in new ventures, 
and acquires the knowledge on how to run and manage a business.  
The process of teaching entrepreneurship is, consequently, a process which involves 
both science and art. The science part has to do with teaching the conventional 
wisdom regarding entrepreneurship, the functional business and management skills, 
while the art is less constrained, more provocative, encompassing the creative and 
innovative aspects. A large consensus among researchers, as concluded by Botha 
(2006: 67), is that the art dimension in entrepreneurship education has been largely 
neglected.  
Apart from this issue, other difficulties in entrepreneurship education that have been 
pointed out (Vanevenhoven, 2013: 467; Botha, 2006: 50) are associated with the way 
and rhythm students learn, their access to resources, the motivations employed, but 
also with the methods used by the educators, potential limitations on the diversity of 
disciplines they master, the resource networks they have access to, and levels of 
capability possessed. Vanevenhoven (2013) brings into attention an issue he identifies 
as an evolving teaching challenge, the issue of a more individually-focused approach 
that is in demand and needs to be provided, at least in part, to any entrepreneur in the 
making, underlying the fact that there is in the end, no generalized optimal process to 
be put in place. 
Despite these challenges, and even though entrepreneurship education has its own 
reputable skeptics, of whom we mention Ludwig von Mises and Israel M. Kirzner (in 
Klein and Bullock, 2006: 13), there are series of studies that report the education 
variable as significant in fostering entrepreneurial ventures. The largest pool of primary 
data on which such findings have been rested upon is the Global Entrepreneurship 
Monitor survey. Looking to GEM data, Singer S. (Entrepreneurship Education Monitor, 
2019) makes a note on the close relationship pattern between the educational 
background and the intensity of the entrepreneurial activity, as measured by the TEA 
index - Total Entrepreneurial Early Activity Index. A study of Boston Consulting Group 
on the impact of EE in Canada's largest business education organization translated its 
impact through a rate of 45:1, the return to the society being 45 times greater than the 
dollars used to teach entrepreneurship in schools (Boston Consulting Group, 2011: 9). 
An EU commissioned study (Curth et al., 2015: 25–26) compiled evidence of EE 
strategies' impact, identifying the following major areas of impact: 

■ Impacts on students: 'demystification' on what entrepreneurship is, a larger 
knowledge and skills base, enhanced intentions on starting a business. 

■ Impacts on teachers: an increased entrepreneurial engagement, more 
relevant tools, better support for students' entrepreneurial learning 
processes. 

■ Impacts on institutions: higher growth rates and penetration rates of EE 
practise. 



47 

 

■ Impacts on the economy: higher rate of venture creation, increased survival 
rate among young ventures, a greater likelihood to set up and sustain their 
own businesses. 

■ Impacts on the society: an increased number of new businesses in rural 
areas, advancing of new, relevant policies. 

 
 
3. Pushing for the Momentum 
For such a dynamic, impactful, and multidisciplinary issue as entrepreneurship is, we 
cannot over rely on teaching entrepreneurship as a process, confining it to a linear 
and predictable procedure. On the contrary, its inculcation should be thought and 
planned out in an entrepreneurial way, considering the versatile landscape of EE. In 
building up the momentum, European Commission (EC) has assumed an active role.  
EE has long been a policy priority at EU level, captioned in a series of documents and 
policies, such as Key Competences Framework for Lifelong Learning 2020, The Small 
Business Act, Rethinking Education Communication, the New Skills Agenda, and 
Entrepreneurship Action Plan. These documents identified sense of initiative and 
entrepreneurship as a key, transversal competence that every citizen needs for 
personal fulfilment and development, active citizenship, social inclusion and 
employment in the knowledge society. The EU grassroots vision for both career 
development and entrepreneurship education is encompassed in a short EC 
documented recommendation: all young people should have a practical 
entrepreneurial experience before leaving school. A number of initiatives and projects 
have been aligned under this banner, being driven by a vivacious ecosystem of 
stakeholders and partnerships, as pictured in Figure 1. 
 

 
 
 
Figure 1: Entrepreneurship Education Ecosystem 
Source: adapted from The European Entrepreneurship Education Network 
 
Even with a stellar implementation of such an ecosystem, the future brings new 
challenges to be addressed, new frontiers to be conquered as paradigms shift in what 
has been called the fourth industrial revolution. Paving the way, educators will have to 
accommodate their pedagogies to a value creation education, as defined by Lackéus 
(in Entrepreneurship Education Monitor, 2019). An education infused with the new 
industrial revolution paradigm will require innovation, agility, resilience, a human-
centric approach to progress. 
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4. Conclusion 
As the paper unfolded, the answer to the question implied in the title - Can education 
contribute to the building of the entrepreneurial momentum? - has become obvious. 
The future belongs to the educators, whose role in fostering entrepreneurial thoughts, 
intentions, acquiring knowledge, skills, and launching business ventures, will be 
paramount. Although the research on entrepreneurship education has its limits, with 
many directions that still need to be explored, frameworks to be tested, hypotheses 
checked, the impetus of the entrepreneurial activity is sustained by cohorts of 
educators, business people, NGOs, authorities, and institutions gathered around a 
common understanding of EE's value. Entrepreneurship education of the future will 
need to employ entrepreneurial pedagogy methods while maintaining an individual 
focus and must embrace the shifts in technology, automation, information of the fourth 
industrial revolution while retaining a human-centered approach to value creation. The 
entrepreneurial mindset and skills pool need to be assembled now, as resistance will 
be futile or extremely damaging when its time comes. 
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Abstract: Public value is what society increasingly demands from public services and 
their providers. In order to be justified and widely used, public services should have a 
clear purpose and obvious advantages for more than one person – the end-users 
should feel the value of services provided. Sometimes this is the reason for users to 
be more active. Not surprisingly, public value is among the main reasons for 
individuals to cooperate with providers of public services in creating new or developing 
already-existing services. However, it is difficult to determine the specific content of 
public value in co-production and to measure the public value created by co-
production. 
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1. The nature of co-production 
There are a number of definitions of co-production. It can be defined as voluntary or 
involuntary involvement of public service users in any of the design, management, 
delivery and/or evaluation of public services (Osborne, Radnor and Strokosch, 2016). 
The co-production process at any of its stages, which are provided below, can involve 
public authorities, service providers, recipients of services (end-users) and other 
stakeholders. The involvement of users of public services in one or more co-
production processes can cause the transformation of their role by shifting them into 
the position of service providers. 
Bovaird and Loeffler (2012) provided a stage-based classification of co-production 
distinguishing the following stages: co-planning, co-design, co-prioritisation, co-
financing and co-delivery. The involvement of partners in co-production from the 
earliest stages can lead not only to possible acceleration of co-production processes, 
but also to participation in other stages. 
Co-production as an expression of cooperation usually appears where the service 
providers are incapable on their own to satisfy the needs and demands of users. The 
cooperation between the public sector and current or potential public service users is 
much needed for the following reasons (Puksas, Gudelis, Raisiene and Gudeliene, 
2019): 
• Insufficiency of know-how; 
• Insufficiency of information; 
• Insufficiency of human resources; 
• Insufficiency of time to achieve the required results without the involvement of 
potential users; 
• Possible benefits of such cooperation. 
The contribution of additional subjects allows not only to solve the above mentioned 
deficiencies, but provides users or group of users reason to feel their contribution in 
creating public value. 
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2. Public value theory 
Taking into account that co-production aims to create public value it is important to 
understand the content of such value. Moore (2013) stresses that the primary problem 
is to recognize the public value. In order to disclose the content of the public value, it 
is necessary to analyse its separate components: 
• the term “public” means that it covers more than one individual (usually, a wide range 
of entities or even the majority); 
• the term “value” means that the recipients should receive some sort of benefit. 
Public value and its constituent elements derive from the meaning of the benefit and 
the answer to the question of whether it is widely shared (the circle of possible 
beneficiaries assessed). Despite the fact that services provided by public entities are 
oriented to public value creation, significant research on public value and its 
conceptualisation started only two decades ago (Moore, 1995). In order to justify the 
activities of public sector entities, and in order to expect higher profit for private sector 
entities, it is crucial to take into account the expectations and demands of end-users. 
The formation of the theory of public value was influenced by number of different 
factors. The value itself is not only economic but also philosophical and psychological. 
The Turkels (2016) aptly described the role of public value theory in public 
administration. According to them, this theory aims to revitalise the role of publicly-
formed values in public administration theory and research (Turkel and Turkel, 2016). 
The theory of public value seeks to give meaning to all public sector activities by 
demonstrating that the activities and actions undertaken are aimed at bringing benefit 
to the majority. 
 
 
3. The relationship between public value and co-production 
Despite the fact that individual issues of the relationship between public value and co-
production have received considerable attention in the scientific literature, a systemic 
approach is missing. 
Co-production (involvement of additional actors) brings the following advantages: 
• a wider range of actors can provide a solution to a more complex problem; 
• co-production shows that processes related to public services are not concentrated 
in one hand (absence of monopoly); 
• co-production may mean that the views and needs of end-users are taken into 
account; 
• the actors understanding the needs of users have contributed to the creation of 
public value; 
• the end-user was given the opportunity to contribute to the co-production of public 
services. 
The combination of consequent advantages leads to trust in the services proposed. In 
such cases, the psychological and even philosophical aspects, including the 
perception of services and service providers, are also important. 
In shaping public value through co-production, it is also important to pay attention to 
one problematic issue – balancing values. This challenge becomes more difficult if 
more than two partners are involved in co-production. 
Talbot (2011) and other scholars shapes the public value through the balancing of 
public interest, procedural interest, and self-interest (see Figure 1).  
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Figure 1: Public value through the balance of interests. 
Source: Talbot (2011). 
 
The public value appears at a certain point by finding a balance between egoistic 
personal interest and public interest. Public value is considered as a position 
acceptable to most. 
Horner and Hutton (2011), relying on Moore (1995), presented the model of formation 
of public values, distinguishing elements of sanctioning, creation and measurement. 
This pattern is widespread. Raipa (2016) presented the simplified version of this 
model (see Figure 2). 
 

 
Figure 2: Model of formation of public values. 
Source: Raipa (2016). 
 
The model covers the following questions: 
• How is the public value understood and justified? 
• How is the public value created? 
• How is the public value measured? 
 
 
4. Conclusion 
Public services should have a clear purpose and obvious advantages for more than 
one person. The co-production process aims to involve end-users in any of the design, 
management, delivery and/or evaluation of public services. Such services should bring 
value. The purpose of public value is to make sense of all public sector activities. 
Understanding public value depends on unreliable factors and their dynamics. The 
public value appears at a certain point by finding a balance between egoistic personal 
interest and public interest. Value is not only economic but also philosophical and 
psychological. 
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Abstract 
The desire to write on this topic follows the statement by the acting chairman of the 
Economic and Financial Crimes Commission, EFCC, Ibrahim Mustapha Magu, who on 
Friday November 1, 2019 disclosed that the Commission will henceforth arrest and 
prosecute medical practitioners who provide fake medical report to persons facing trial 
for corruption. He lamented that the spectre of fake medical reports had added to the 
many frustrations that attend the prosecution of corruption cases in court, as 
defendants frequently use such bogus reports to delay trial unnecessarily. Nigeria’s 
overburdened judiciary offers seemingly endless opportunities for skilled defence 
lawyers to secure interminable and sometimes frivolous delays which are inimical to 
the dispensation of justice. This invariably affects our economic progress. The paper 
therefore reflects on the nexus between medical excuses due to reported ill-health and 
the speedy conclusion of corruption cases in Nigeria. It specifically drew lessons from 
corrupt cases from the anti-corruption agencies in Nigeria with a focus on the EFCC. 
The study argues that as long as a case of unfounded medical excuses continues in 
the Nigerian system, it would be difficult for the country to achieve sustainable anti-
craft war and practical solutions to contemporary social and economic problems. 
 
 
Keywords: Anti-corruption; Medical reports; Medical excuses; EFCC; Prosecution; 
Justice 
 
JEL classification: O17 
 
 
1. Introduction 
Corruption has become a global phenomenon and no country is completely corrupt 
free. However, corruption is apparent in some countries than others because those 
countries with less corruption have learnt to manage corruption than others by putting 
the necessary checks and balances in place and curbing the opportunities of 
corruption while others have either not figured corruption out or lack the political will to 
do same. Corruption can be found in almost every facet of the society but it is most 
imbedded in the public sector of the country which will be my area of focus. At a 
fundamental level, Nigeria’s political system continues to reward rather than punish 
corruption. Most of the EFCC’s cases against nationally prominent political figures 
have been stalled in the courts for years without the trials even commencing. 
Nigeria has some of the worst scores on corruption and governance despite the size of 
its economy. The situation in Nigeria today has become so embarrassing that 
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corruption has taken the centre place while integrity, social justice and respect for 
dignity of labour have been thrown overboard.  Sadly, we find public servants who are 
interested in making quick and easy money by diverting public funds to their pockets. 
Public officers inflate contracts and divert public funds by various means and tricks 
conferring on themselves corrupt advantages.  These anomalies are just a tip of the 
iceberg of unchanging corrupt dealings that has continued to question the integrity of 
Nigeria. 
Different policies and anti-corruption laws have been put place in Nigeria while 
government and international organizations have invested millions of dollars in 
strengthening anti-corruption agencies as well as raising awareness to change 
people’s behaviour towards corruption with the expectation that it will bring about a 
reduction in the involvement of public officers in corrupt practices. Despite all these 
efforts, the fight against corruption seems unsuccessful. This may not be unconnected 
with the fact that corrupt people are still leading the government, people who fought 
against corruption are not inspired and those alleged of being corrupt easily find their 
way into elected offices to punish those who exposed them. Several convicted corrupt 
individuals have been offered chieftaincy titles while some have been elected into 
political offices.  . 
The possibility of excessive worry and other health-related anxiety has been the lot of 
public servants who suddenly became sick during corruption trial. Today it is no longer 
strange that high-profile public officials take ill as soon as they are charged with 
corruption, especially with the anti-corruption campaign of President Muhammadu 
Buhari and the fear of the Economic and Financial Crimes Commission (EFCC). 
Bamgboye (2019) noted that some senior lawyers now hide under their beds as a 
result of the dreaded anti-graft agencies. In fact, virtually all public servants facing trial 
on one occasion or the other have their trial stalled due to alleged ill-health.  
 
 
2. The concept of corruption 
Corruption can be defined or expressed in a number of ways. In the very narrow 
sense, it is the abuse of public office for personal gain. It is the misuse of positional 
power – public or private – to benefit narrow interests rather than the public good. 
Dictionary definitions of corruption vary; the Webster’s dictionary defines corruption as 
“inducement (as of a political official) by means of improper considerations (as bribery) 
to commit a violation of duty”. Corruption is so widespread that each country has 
developed its own terminology to describe these practices; egunje in Nigeria, mordida 
in Mexico, arreglo in Philippines, baksheesh in Egypt, dash in Kenya, pot-de-vin in 
France, steekpenning in The Netherlands, tangente in Italy. All these phrases or slangs 
as it were, are used to refer to bribe such as money or a favour, offered or given to a 
person in a position of trust to influence that person's views or conduct. World Bank 
sees corruption as the abuse of public office for private gains (World Bank, 1997). 
Thus a person who engages in nepotism has committed an act of corrupt by putting his 
family interest over those of the larger society (Gire, 1999). 
 
 
3. Anti-corruption in the new dispensation 
The EFCC is prosecuting some high-profile corruption cases in Nigeria. The 
government has also implemented or carried through other reforms, like introducing 
the Bank Verification Number (linking all bank accounts to this unique number in order 
to reduce unaccounted-for money). The Treasury Single Account has also been 
introduced.  The initiative which is aimed at addressing the rather slow pace of 
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progress in the Integrated Personnel and Payroll Information System, IPPIS, will also 
curb the diversion of salaries to personal pockets, amongst other payroll fraud. Another 
feature of the anti-corruption plank is the whistle-blower policy, which entitles whistle-
blowers to between 2.5 and 5 percent of the amount recovered (This Day 2016). 
 
  
4. Various attempts to fight corruption in Nigeria 
Corruption has been in existence even before the attainment of independence by 
Nigeria in 1960. Today, it has become a major issue and an embarrassing menace. In 
the comity of Nations, Nigeria occupied the second most corrupt nation in the world in 
2000, 2001 and 2002. This was as a result of several failed attempts to fight corruption. 
There are a number of anti-corruption reforms of the Nigerian government such as 
Operation Purge the Nation, the Public Complaints Commission (PCC) otherwise 
known as the Nigerian Ombudsman, the Code of Conduct Bureau (CCB), War against 
Indiscipline (WAI), Public Accounts Committee (PAC), Independent Corrupt Practices 
Commission (ICPC) and the Economic and Financial Crimes Commission (EFCC). 
 
 
5. The Economic and Financial Crimes Commission (EFCC): Three years after the 
establishment of Independent Corrupt Practices Commission (ICPC), the Economic 
and Financial Crime Commission (EFCC) was established as a law enforcement 
agency that investigates financial crimes such as advance fee fraud and money 
laundering under the EFCC (Establishment) Act of 2004. The Commission is 
empowered to investigate, prevent and prosecute offenders who engage in money 
laundering, embezzlement, bribery, looting and any form of corrupt practices, illegal 
arms deal, smuggling, human trafficking, child labour, illegal oil bunkering, illegal 
mining, tax evasion, foreign exchange malpractices including counterfeiting of 
currency, theft of intellectual property and piracy, open market abuse, dumping of toxic 
wastes, and prohibited goods”. The Commission is also responsible for identifying, 
tracing, freezing, confiscating, or seizing proceeds derived from terrorist activities.  
 
 
6. Transparency International Corruption Perceptions Index (TICPI) 
Transparency International (TI) in its Corruption Perception Index (CPI) 2018 ranked 
Nigeria in 144th position out of 180 countries as against the 148th position and 136th 
position ranked in 2017 and 2016 respectively. Bribery has become a major corrupt 
practice in the public service: bribes to public officials are an embodiment of corruption 
that threatens democracy, strong independent institutions, civil rights and the 
economy. The estimated value of bribes paid to public officials by Nigerians was 
estimated at 400 bn Nigerian naira (about $1 bn) and within a year, at least 82 million 
bribes were reportedly paid to public officials in Nigeria. The negative implication of 
corruption on the Nigerian economy is huge. Public servants divert and embezzle 
funds allocated for developmental projects, with this corruptive behaviour further 
threatening the development of Nigeria, its educational and health services and 
preventing its population from escaping poverty and unemployment (Olugbode, 2019). 
 
 
7. Fake medical reports and prosecution of corruption cases   
The Acting Chairman of the EFCC, Ibrahim Magu, has disclosed that the agency will 
extend its dragnet to medical doctors who issue fake medical reports to people facing 
prosecution on alleged economic crimes in the country. Magu disclosed this while 
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briefing journalists at the Commission’s headquarters in Abuja, saying that fake 
medical reports issued by doctors were also responsible for the prolonging of cases in 
the courts. According to him, “And this is really the situation. I am telling you. This is 
exactly what is happening. Now, we will extend our investigation to doctors who 
connive with criminals and give them fake medical report. I think we have to go after 
them. He gave an example of a scenario, which was trending on social media recently 
where a defence counsel argued that his client, who was brought to the court on a 
stretcher, was going to die if he was not allowed to proceed to India the next day. 
Magu said the unexpected however happened when the prosecution requested for two 
minutes from the judge, left the court room and returned with a live snake and before 
they knew what was happening, the man on the stretcher, fled ahead of every other 
person. “There is a way they can even get false report from abroad, from the hospital. 
You know in the hospital, you can just contact them, they will send you whatever you 
want. So, I think we should also put them on the spot so that this practice of giving fake 
medical report, we must stop. Yes, it must stop.” 
 
 
8. Notable public servants who suddenly became sick during corruption trials in 
Nigeria 
 Onnoghen Walter: The trial of the retired Chief Justice of Nigeria, Walter 

Onnoghen, was stalled at the Code of Conduct Tribunal, owing to his ill-health. 
Justice Walter Onnoghen’s lead counsel, Adegboyega Awomolo, explained to the 
tribunal that his absence was occasioned by a tooth-ache and high blood pressure 
which was said to be around 210/121. He tendered a medical report from medical 
centre in Abuja where the defendant was said to have been treated. The medical 
report signed by one Dr Francis Uche, the Medical Director of the hospital 
recommended among others that Justice Onnoghen must observe 72 hours bed 
rest for his blood pressure to be properly monitored. Onnoghen was eventually 
convicted for non-disclosure of his assets. 

 Femi Fani-Kayode: Former Minister of Aviation, Femi Fani-Kayode once failed to 
appear in court for his corruption trial because, according to Norrison Quakers 
(SAN), his counsel, he had been diagnosed and hospitalized with a heart-related 
ailment. Norrison pleaded with Justice Rilwan Aikawa to adjourn the hearing to 
enable him furnish the court with medical records proving Fani-Kayode’s illness.  

 Diezani Alison-Madueke: Former Minister of Petroleum Resources, Diezani 
Alison-Madueke, who is facing multiple corruption cases valued at up to $6bn is 
alleged to be in and out hospital in the United Kingdom receiving treatment for 
cancer-related ailments. 

 Olisa Metuh: The former Publicity Secretary of the Peoples Democratic Party 
(PDP) is facing criminal trial before the Federal High Court, Abuja, for allegedly 
receiving N400 million from the office of the National Security Adviser (NSA) 
popularly known as “Armsgate trial”. In May 2016 Justice Okon Abang refused to 
grant Metuh leave to travel abroad for medical treatment, and later threatened to 
revoke Metuh’s bail if he continues to jump bail on the excuse of ill-health. “This 
court shall henceforth not accept any other medical report issued by any medical 
doctor in Nigeria until the trial is concluded,” Abang ruled. Metuh’s ‘ill-health’ 
assumed dramatic dimensions when he slumped in court in May 2018; he was 
rushed to the National Hospital in an ambulance by the court’s medical team. 
Subsequently, he continued to appear in court either on a wheelchair or crutches.  

 Jolly Nyame: The former Taraba State governor, Jolly Nyame was tried and 
convicted by Justice Adebukola Banjoko of the FCT High Court in Gudu. His trial 
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was also stalled due to reported ill-health on his part before his eventual conviction. 
The EFCC docked Nyame for allegedly misappropriating N1.64 billion state funds 
during his tenure as the governor from 1999 to 2007. He was convicted May 2018 
and sentenced to 14 years in prison. He was asked to refund the monies he 
diverted.  

 Abdulrasheed Maina: Justice Okon Abang of the Federal High Court, Abuja, on 
Tuesday, November 5, 2019, adjourned till November 7, the trial of the embattled 
ex-chairman of the Pension Reform Task Team, Abdulrasheed Maina for alleged 
fraud and money laundering to the tune of N2.1 billion. The adjournment followed a 
medical report issued by the Medical Department of the Nigerian Correctional 
Service (NCS), and endorsed by one Dr. Idowu Ajayi, which stated that the 
defendant was indisposed and required a bed rest and as such, would not be able 
to appear in court for day’s proceeding but would, however, be available in court as 
soon as he was fit. The prosecution counsel, M.S Abubakar expressed 
dissatisfaction with the development, observing that he was not served the medical 
report. Curiously, the defence counsel also denied knowledge of the report, 
claiming that the Nigeria Correctional Service denied them access to their client on 
the basis of their claim of his bad state of health.  

 
 
9. Conclusion. 
The list of notable corrupt political office holders is not limited to the above mentioned 
cases. Obtaining medical reports on the ground that an office holder is facing 
prosecution on corruption is a cankerworm that if unchecked would eat deep into and 
frustrate the efforts of the anti-craft agencies in Nigeria. This is because corruption 
around the world is believed to be endemic, pervasive and a significant contributor to 
slow economic growth; it stifles investment and inhibits the provision of public services. 
It has increased inequality to such an extent that international organizations like the 
World Bank have identified corruption as ‘the single greatest obstacle to economic and 
social development’.  
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Abstract: In this paper the main objective is to present and analyze the differences 
and the similarities between the entrepreneurial segments from IT and creative 
industries domains, as it shows in the POCU Startupplus.ro project, between the initial 
research and the realized project. For this, an analyze was done from the project 
documentation, to determine the entrepreneurial segments from IT and creative 
industries domains, and another analyze was done from the project documentation 
regarding the newly founded companies within the project. There are 48 companies 
which had the opportunity to start their activities with the project’s help.  
 
 
Keywords: entrepreneurial segments; IT; creative industries; POCU Startupplus.ro; 
startup 
 
 
1. Introduction 
One of the funding from European start-up funds was the START UP PLUS financing 
line run by the Human Capital Operational Program. Government launched this project 
in 2016 and wants to stimulate the establishment of new companies and job creation 
through de minimis scheme administrators. Thus, diminishing the documentation of the 
submission of these projects and favoring the accessibility of these projects, 
respectively the publicization of these projects. 
The main objective of the program for the priority axis is "Increasing employment by 
supporting non-agricultural enterprises in the urban area”, to which the project 
contributes to achieving the objective, by creating, by the 48 companies established 
and supported within the project, a minimum of 96 new ones. jobs, and by maintaining 
them at least until the completion of the project, including in the third stage, of 
sustainability. 
 
 
2. Methodology of the research  
The purpose of the research is to compare the segments of people with 
entrepreneurial potential, as suggested by previous studies (P. Gyöngyi and P. László, 
2016) with the segments of POCU candidates and the success rates of the business 
plans submitted. 
The research methodology for this paper was mainly secondary research, including the 
project documentation and the documentation found for the POCU projects, from which 
a qualitative research was done between the segment types and the submitted 
business plans. 
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3. Types of potential entrepreneurs and types of entrepreneurs in POCU 
Startupplus.ro form IT and Creative industries 
Within the project, it was proposed to support the establishment and development of 
new enterprises in the creative and IT industries. In order to analyze the need and 
opportunity to support entrepreneurship in the creative and IT industries in the North-
West region, we have taken as reference documents the county development 
strategies and the development plan of the region, valid for the period 2014-2020, after 
which there were identified segments of potential IT entrepreneurs and Creative 
Industries. 
Based on the information collected and the empirical data available to the sociologists 
involved in conducting the study (P. Gyöngyi and P. László, 2016), they have built an 
explanatory model that aims to represent the main defining traits specific to people 
who have an entrepreneurial potential in the North West. The explanatory model was 
based on the following variables: the level of schooling, the gender, the typical 
profession, the degree of integration in the community, the type of capital, specific 
skills and abilities, the professional stage of the career, the level of risk taking and the 
central values. Based on this explanatory model, the ideal types (segments) of 
potential entrepreneurs in the IT field and those of the creative industries were 
outlined, as follows: 

 ARTISTS AND CRAFTSMAN: Of this category are usually young and young 
adults, especially women, with high school or rather higher, high school or 
college graduates (fine arts, design, music, architecture, sometimes art 
history), which showcase their talent for creating and marketing a unique / 
unique product, usually using new technologies (webshop, FB, Instagram) and 
profile fairs respectively. All in all, we are talking about a creative segment. 
They take an above average risk (big or very high) because they have no 
knowledge about entrepreneurship, accounting, marketing, PR, sales, time 
management. 

 EXPERTS: People in this category are usually adults and young adults, with 
good su-period training, dissatisfied with the incomes made at the workplace / 
or the former workplace (usually in the public sector), in search of possibilities. 
to increase revenues by enhancing knowledge (accountants, teachers, 
employees at IT companies). It is an increasingly important segment made up 
of people who have marketable knowledge for which there is a demand on the 
market and which offers personally to those who need their services. 

 INNOVATORS: The innovators are risk takers, usually young people, who 
identify a special demand and / or a specific niche in the market and, without 
having a training in the respective field, but for reasons of self-realization, take 
a risk to put worth an idea. This category includes, for example, parents with 
young children in or after childcare leave or middle-aged couples / families 
after moving children from the family, or other cases. 

 EXITERS: Employees or former employees of middle age, made material, with 
higher education, very well qualified and who know the logic of 
entrepreneurship from the position of employees with executive responsibilities 
in the corporate environment in big cities, professionally dissatisfied or 
suffering from burn out disease, and who are looking for new opportunities to 
express themselves. There are people with a higher education and a rich 
career / professional experience from the status of employee who works in the 
competitive economy, but they want an independent, and they want to have 
time control.  
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 SERVICE OFFERS: This is a segment made up of educated people with a 
keen sense of vocation, open to the cultural needs of the community. There 
are people of different ages who identify a community request and based on 
the personal relationships they have to offer these services (wedding 
organization, community events, shows, developing special service packages).  

 CONSTRAINED: This segment includes well-educated, but poorly paid people, 
being motivated by professional self-realization and by building a career 
considered "successful" in the eyes of the world, with a cultural capital, at the 
beginning of the road open to all the possibilities that arise. At the beginning of 
their professional career they do not take a risk, having little to lose, but they 
are eager for experience. Being a fairly large segment, composed of qualified 
young people, at the beginning of the road and who want to ensure a decent 
life, without emigrating, it is the basis of the population of future entrepreneurs. 

 ATYPICS: This segment is quite heterogeneous from a sociological point of 
view, it is about people who have experienced a longer period of stay abroad, 
and accumulating economic capital, for rather personal reasons (the 
establishment family, with children of school age, with older parents in the 
country) want to return and start a business, set up a model seen / 
experienced, but non-existent in Romania. We are talking about younger 
people, but also older people who want to "reinvent themselves". 

 
Following the development of the project, 300 business plans were submitted, out of 
which 48 business plans were selected for financing. After analyzing the types of 
people of those 300 applicants we can say that: 

 approximative 30% are in the category of artists and craftsmen but the 
success in obtaining financing is less represented by this category 
reaching 20% of the 48 financed entrepreneurs. 

 30% are from the Expert category and their success in financing was 
proportionally identical to the projects submitted. 

 20% are in the category of Service Providers and their financing success 
was proportionally higher in the selected projects of about 40% 

 10% are from the innovative category and their success in financing was 
less represented in the winners with a percentage of about 5% 

 10% are from the category atypical, constrained, exits whose success in 
the contest of business plans was less represented under 5%. 
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Figure 1: Structure of business plans submitted by segments of candidates and the 
succes achieved 
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Sourse: created by author, based on information collected and the empirical data 
available to the sociologists involved in conducting the study (P. Gyöngyi and P. 
László, 2016) and the results of the project STARTUPPLUS.RO. 
 
 
4. Conclusion 
In conclusion, we can establish that people in the atypical, constrained and exited 
categories need much broader entrepreneurial training focused on developing 
entrepreneurial skills. Even if POCU has established that the members of the target 
group are made up of individuals who intend to set up a business (for example, 
unemployed / inactive / people who have a job), we can conclude that the unemployed, 
inactive and people with jobs work, do not possess entrepreneurial skills and their 
degree of failure as an entrepreneur is considerably higher. 
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Abstract:  Tourism destination is one of the most used words in tourism industry and 
there are many authors that have written about this concept in their works. The 
importance of this concept is given by the necessity to determine the real reason why 
tourists choose a destination for spending their holiday. There are many points of view 
to define the tourism destination concept and to emphasize the most important factors 
that determine the success of tourism activities. In the past, many researchers studied 
this concept and some of them stated similar points of view that were influenced by 
different factors such as: natural resources, cultural heritage, specific services and 
goods (accommodation, transports, food, entertainment) economic and political 
situations and advertising. Nowadays, tourism destination concept is used like a 
multidimensional factor that has a major influence for tourism industry. Also, this 
concept shows important information about tourists/visitors: needs, wishes, pattern of 
behavior, production and consumption. The main goal of this article is to offer different 
approaches about the concept of tourism destination. 
 
 
Keywords: Tourism destination, factors, approaches. 
 
 
1. Introduction 
Tourists are people who travel in different areas, regions driven by various goals such 
as:  the need to recover and experience, visiting friends or family. When they decide to 
spend their holidays or just a few days far from their houses, they always choose a 
destination. This concept is widely used by the researchers in tourism and 
stakeholders because it has probably the most important influence in tourism activities. 
There are different views when we try to define this concept. For example, some 
authors define tourism destination like a space/area where tourists spend some days. 
Other points of view state that it is a concept about facilities, goods and services. It is 
very important for destination management organizations to predict the new direction in 
tourism activities and in this case the destination product determines successful offers. 
This article shows different ideas about tourism destination concept and offers a 
general review on this subject. 
 
 
2. Methodology of the research 
The aim of this research is to review different approaches of tourist destination within 
the attempts to define this concept. After Grant and Booth (2009) we conducted a 
literature review and a systematized review (not presented here), with a time limitation, 
given by the databases used and after "most cited" and "most relevant" criteria. 
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The objectives of this research aim at analyzing the given definitions from a 
chronological point of view and emphasize an evolution in the approach of this 
concept.  
Research has been done using Clarivate Analytics/Web of Science database. The 
research was carried out between October and November 2019. The following key 
words have been used: "destination", "tourist destination" and "tourism destination". 
The time frame 1975 - 2019 has been chosen.  For the first two key words the 
research has been done according to the topic and for the third key word, research has 
been done specifically according to the title.  Applying the topic of searching "tourist 
destination" a number of 9236 of articles have been found, out of which the most 
frequent quotations are derived from 58 articles. From the 9236 articles resulted from 
the topic "concept of destination" ten results have been found.  
For the topic "destination" 69.304 results have been found. Out of these we have 
selected the ones with the most quotations, namely a number of 317 articles. An 
additional selection has been made among the 317 articles by introducing search 
according to "concept of destination". Twenty-one articles resulted and out of these 14 
refer to tourist destination.  The ten results mentioned above are also included among 
these 14 results. 
We have ended the research with the Google academic database, in line with the 
search words "tourist destination concept" and have selected according to relevance 
ten more valuable articles in relation to the researched topic. In total, we have 
analyzed thirty – three articles and some of them are presented here. 
 
 
 

 

 

 

 

 

 

 

 

 

 
Figure 1: Methodology for article search 
Source: created by authors 
 
 
3. Different views of tourism destinations 
In recent  years, tourism destinations concept was studied by many researchers in 
tourism. The approaches of this concept are so different (from a geographic 

Primary literature search 
 

-identification of keywords 
("destination", "tourist destination" 
and "tourism destination") 
-scientific data inquiry (Clarivate 
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-non-academic inquiry 
(googlescholar.com) 
-identification of keyword ("tourist 
destination concept") 
-selection of results by "relevance" 
and availability 
-10 articles were selected 
 

Peer review 

-33 articles in the final pool 
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perspective, as merged marketing, from a cultural perspective, as interaction between 
stakeholders etc.) that this has led to more ambiguity rather than clarity (Framke, 
2002). For instance, in 1970 Georgulas said "tourism as an industry occurs at 
'destination areas' – areas with different natural and/or man – made features, which 
attract non – local visitors (or tourists) for [a variety of activities]." (Framke, 2010:95). 
Similar opinion had Leiper (1979:397) who said that "tourist destination regions can be 
defined as locations which attract tourists to stay temporarily, and in particular those 
features which inherently contribute to that attraction". 
Most popular way of seeing tourist destination is that proposed in 1973 by Medlik and 
Middleton (in Saraniemi and Kylänen, 2010) where destination is a complex of five 
elements: destination attractions, destination facilities, accessibility, images, and price.  
A year later, in 1974 Burkart and Medlik formulated the tourism destination concept as 
follows as: "The geographical unit visited by a tourist may be a self – contained centre, 
a village or a town or a city, a district or a region, an island, a country or a continent." 
(in Framke, 2010: 96) 
The difference between these two approaches is the geographical limitation. Also the 
second definition doesn’t mention about the facilities or services that influence the 
tourist to visit a destination. 
Another point of view is formulated in 1992 by Mill and Morrison. Their definition said: 
"The destination is composed of:  Attractions - Facilities - Infrastructure – 
Transportation – Hospitality" (in Framke, 2010: 96). The aspects missed in this 
definition are: tourists, motivations, delimited areas where the consumption took place. 
In 2010, the ideas from the 70's come back through the definition given by Bornhorst et 
al. (2010:572) who say that a tourist destination is ‘‘a geographical region, political 
jurisdiction, or major attraction, which seeks to provide visitors with a range of 
satisfying to memorable visitation experiences‘‘. 
Saraniemi and Kylanen (2010) pay due attention to the concept of tourist destination 
and analyze this concept from different perspectives: economic geography - oriented, 
marketing management - oriented, customer - oriented and cultural. 
Regarding the economic - geography approach, the most important factors are: the 
space and the mobility between two different area. Marketing - management oriented 
research states that the tourism destination is a product which offers different facilities 
created to satisfy tourists needs.  The customer - oriented approach points that the 
tourist is a customer who selects different goods and services from the market. The 
last one approach is about cultural view, where different people interact and the result 
are different thoughts, new experience and active involvement. 
They view tourist destination as a key concept in understanding the complexity of the 
market (with all the players and the relations among them). They stated that "by 
switching the emphasis to destination cultures, it is possible to give a more realistic 
and hands-on picture of the different turns and perspectives taking place in 
destinations" (Saraniemi and Kylanen, 2010:140) 
In 2012, appears a new term-friendly destination. Anuar et al. (2012:69) said: "Tourist 
friendly destination is a concept that provides satisfaction by fulfilling tourists’ wants 
and needs through the maximization aspects of space, activity and products sans 
interference or problems, beginning from a tourist’s place of origin all the way to the 
desired tourism destination." 
2014 and 2015 year added a new and current concepts- smart destination, sustainable 
and innovative destination. Buhalis and Amaranggana (in Vecchio et al., 2018:1) said 
that "Smart Tourism Destination is the result of the interconnection of tourism 
destinations with multiple community stakeholders through dynamic platforms, 
knowledge intensive communication flows and enhanced decision support systems". 



66 

 

Lopez de Avila states that "an innovative tourist destination, built on an infrastructure of 
state-of-the-art technology guaranteeing the sustainable development of tourist areas, 
accessible to everyone, which facilitates the visitor’s interaction with and integration 
into his or her surroundings, increases the quality of the experience at the destination, 
and improves residents’ quality of life" (in Gretzel et. al, 2015:180). 
 
 
4. Conclusion  
This paper offers different approaches of tourism destination concept, without any 
claim to cover all the perspectives related to this issue. Nevertheless, the chronological 
analysis of the given definitions provides a picture of the approach development, in a 
direct relation with the changes of the macromedia. As the years went by, besides the 
geographic and administrative approach and the approach from the resource 
perspective there have been added other approaches such as the marketing approach 
(image, brand, experience, user satisfaction, friendly destination), the approach from 
the relationship with the stakeholders view (implications for the community, sustainable 
destination) and quite recently, destination perceived as a network of connected 
organizations and smart destination. 
In the last years on the tourism market, there are important changes: influence of 
internet (social media, travel blogs), new areas that offer a different experience, 
different pattern of behavior, the new technology or the political situation in different 
countries which makes the cultural approach of destination become very important. 
The boundaries of the work are given by the scientific database consultation (Web and 
Science) to which we have added Google academic (partially consulted materials). 
Moreover, we have noticed that in many of the articles identified on this database there 
are no direct definitions given, but instead other works are quoted. For that very reason 
we have consulted the materials suggested in the articles identified in the database.  
As future research, the concept  of tourist  destination will be  studied in relation to 
other  concepts such attractiveness, image, competitiveness. 
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Abstract: This paper highlights the theoretical aspects of entrepreneurship and 
entrepreneur, as well as the influence of the determined factors that lead to the 
emergence of entrepreneurship. The study is focused on both the essence of 
entrepreneurship and the three categories of factors: social, cultural and economic. 
These factors influence the emergence and development of entrepreneurship. All 
these factors can be combined and a complete circuit is obtained, being the basis of 
the company by gaining the necessary knowledge and accumulating the necessary 
capital for starting and setting up a business through which the entrepreneurial activity 
manifests itself. After studying the literature an important aspect was discovered that 
entrepreneurship is a topical subject, with a growing and diverse literature. The article 
is intended especially for students, doctoral students and economists interested in 
improving their knowledge of the entrepreneurial field.  
 
 
Keywords:entrepreneurship; entrepreneur; determinant factors of entrepreneurship. 
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1. Introduction 
A vital point in the growth and development of countries with a developed economy is 
represented by entrepreneurship - a specific and powerful particularity, characterized 
by entrepreneurs able to fulfill their dreams, to set up prospective businesses with jobs, 
with increasingly advanced technologies most developed, with varied and prosperous 
knowledge. 
Entrepreneurship is a topic debated and researched by countless scientists, who to 
this day are trying to identify the benefits and effects that entrepreneurship and 
entrepreneurs have. Through the risks assumed by the entrepreneurs, new businesses 
emerge that multiply the profit and capitalize the efforts of the businessman. Many 
researchers consider entrepreneurship to be the main source through which the 
economic system develops in all its branches. In the specialty literature, emphasis is 
placed on various definitions of entrepreneurship and the factors that lead to their 
emergence. 
The purpose of this study is to identify and develop the current perspectives of 
academic research in the field of entrepreneurship and the factors that lead to the 
emergence of entrepreneurship. In the first part of the  paper is presented the 
theoretical framework of entrepreneurship and the entrepreneur. The second part of 
the study is represented by the three categories of determinants of entrepreneurship 
and their impact on the development of entrepreneurship. 
A great contribution to entrepreneurial theory was brought by Joseph Schumpeter 
(1934), who considered entrepreneurship to be the "main engine of the economic 
system" and that one of the functions of entrepreneurship is the innovation that comes 
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with the changes in the world economy. Frank Knight (18th-19th centuries), quoted by 
Long (1983) considered that entrepreneurship is represented by people who, through 
the activities carried out in order to obtain profit and success in business, assume 
some risks and take on various responsibilities.  
Thurik and Wennekers (1999) defined the entrepreneur as the person with the will and 
the ability to develop new economic opportunities, both on their own and with a well-
structured team, either from the created organization or from outside. 
Richard Cantillon argued that entrepreneurs are nothing more than the people of 
connection, the intermediaries between the workers of the land and the owners of the 
lands, being the entrepreneurs, the traders who take the risks when selling the 
obtained production affirmed by Hébert and Link (2006). 
Entrepreneurship is nothing more than a process characterized by discovery, 
innovative technology,  identification and evaluation of new opportunities by the people 
involved in the process argued   by Fayolle (2010). 
According to Organisation for Economic Co-operation and Development, 
entrepreneurs are business people who tend to increase the level and value of capital 
by developing activities carried out by discovering new products, markets or 
processes.  
Entrepreneurship is defined by the Global Entrepreneurship Monitor as  „Any attempt 
at new business or new venture creation, such as self-employment, a new business 
organization, or the expansion of an existing business, by an individual, a team of 
individuals, or an established business”. 
 
 
2. Determining factors of entrepreneurship 
A lot of factors can influence people's decisions to become entrepreneurs instead of 
choosing a stable job with a guaranteed salary. Intentions serve as an intermediate link 
between these factors, a link to the implementation of certain actions and 
achievements. However, the connection between intentions and actions is quite weak. 
Existing research shows that no more than 30% engage in concrete actions. 
The factors that affect entrepreneurship are grouped into 3 categories: social, cultural 
and economic.  
From a social point of view, the structure and social development of a country is an 
important factor, as well as the culture. Strictly focusing on social issues, the literature 
often refers to Schumpeter's social climate (1934). This concept involves the 
sociological, economic and institutional climate of the company in which the 
entrepreneurs operate. These factors include social values, vocational training, degree 
of economic freedom and institutional quality. Therefore, an appropriate social climate 
stimulates entrepreneurial activity, enhances economic growth and helps create new 
jobs. In order to encourage such a social climate, a strong institutional foundation is 
essential. Researchers usually consider creating institutions and improving them, while 
their quality encourages market activity, avoiding the economic shocks according to 
Acemoglu et al (2002). These institutions usually includ: the political environment 
which involves parliament, regulation and supervisory institutions; the economic 
environment which involves central bank and fiscal institutions; the entrepreneurial 
environment which involves property rights, supervisory institutions to correct market 
failures, social capital and the state of law. In terms of entrepreneurship, researchers 
consider the role of institutions from different perspectives. Researching the effects of 
institutions on entrepreneurship distinguishes between formal and informal institutions, 
Williamson (2013) argues that both types affect entrepreneurship, although differently 
depending on the type of entrepreneurship. The political environment, civil rights and 
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human rights, effective government, state of law and control of corruption strengthen 
the role of institutions.  
McCloskey (2010) states that cultural norms encourage entrepreneurs to engage in 
entrepreneurial activity. As a result, entrepreneurs should know both the formal and 
informal rules within the company in which they operate. 
Culture can stimulate entrepreneurship and assume the role of education and training 
in developing the skills and attitudes that lead to entrepreneurship, according to 
Reynolds et al. (1999). Higher education provides people with the knowledge and tools 
they need to create a business, while helping emerging entrepreneurs identify the 
market, according to Barreneche (2014). However, education is not the only cultural 
factor that can affect entrepreneurship. For example, the cultural legitimacy of 
entrepreneurship and economic freedom affects the beginning of entrepreneurship, 
stated by Powel and Rodet (2012). Herbig and Dunphy (1998) argue that the values of 
a company and individuals within a country can also affect entrepreneurial activity.   
These measures are the provision of capital, risk funds, tax incentives, government 
procurement programs, contracts, protection of intellectual property rights, investments 
in education and research, development and specific support granted to entrepreneurs 
by government agencies. 
Economic performance is also important, as the activity creates positive economic 
expectations and improves the perception of opportunities, motivating individuals to 
engage in entrepreneurship. Therefore, any initiative that stimulates economic activity 
and helps establish a stable macroeconomic environment stimulates entrepreneurship. 
A monetary policy with low interest rates and low tax rates can produce desirable 
outcomes, such as increased economic activity and greater economic stability, stated 
by Bourguignon and Verdier (2000). 
 
 
3. Conclusion 
The relationship between the entrepreneur and entrepreneurship or between 
individuals and the economic process is strongly influenced by the factors of the 
entrepreneurial framework that have a strong impact on opening as many companies 
as possible to achieve success and admiration. It can be stated that these factors have 
a direct and indirect influence on the performance in the entrepreneurial field. With the 
passage of time, following the studies and researches, a considerable number of 
indicators and factors can be identified by which one can measure the level of 
development of entrepreneurship, as well as the effects of business success in a 
certain region, area, country.In conclusion, we can say that entrepreneurship is a main 
factor in economic development and growth, being adapted to a certain region or 
country, being different due to the way of development, the level of available resources 
and the standard of living. As it is mentioned in the present paper, there are three 
important categories of factors: social, cultural and economic. The environment in 
which the entrepreneurship is carried out is extremely important, each enterprise being 
adapted to the factors that are met in the region where the respective business is 
conducted.  
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Abstract: The enhancing speed of technology evolution and the on-growing power of 
the internet have reshaped consumers and industries alike in the past years. 
Consumer generations, such as Y and Z, have been impacted differently, thus 
creating new values, needs and perceptions. Like a chain reaction, this has forced the 
luxury industry to face its fear of online exposure and mould its offerings, 
communications, engagement strategies and distribution channels after the new 
cohorts. A great amount of these changes does not convey with luxury tradition, and 
although they may be deemed as risks, they cannot be ignored. Current conversions 
are redefining the perception of luxury and may in the future even alter the 
consecrated definition of luxury. This paper aims to illustrate the influence exerted by 
the new consumer behaviour on luxury brands. The study is ongoing, being 
concentrated on literature review and emphasises on deciphering new consumer 
generations and their direct ascendancy over luxury brands. 
 
 
Keywords: consumer behaviour; luxury brand perception; digital age; generation Y; 
gen Z 
 
JEL classification: M31, M37, O33. 
 
 
1. Introduction 
In the academic world, no consensus has been reached in order to fully define the term 
luxury. A common concept underlines the fact that the interpretation of luxury lies in the 
hands of the consumer, somewhat similar to the concept stating that beauty is in the 
eyes of the beholder. Thus, consumers outline the definition according to their own 
vision and ideas. Traditionally, luxury was presented as something that goes beyond 
what is necessary (Reith & Meyer, 2003). It could have been expressed by objects that 
were rare, original, expensive and of high quality, or by refined and exceptional 
services that offer a high level of comfort (Okonkwo, 2010). Although there are a set of 
traits that should not perish, luxury continues to change its meaning according to the 
people who perceive it. Nowadays generations, such as Y and Z, alongside with the 
fast growth of digital experiences are revaluating the luxury term. The time period for 
the two cohorts remains ambiguous. Generation periods differ from one author to 
another, most often Generation Y or Millennials are classified as consumers born 
between 1979 and 1993 and Digital Natives, or Gen Z, are the ones born after 1993. 
This last-mentioned generation is becoming the voice of the internet and thus 
impacting perceptions and purchases even beyond the luxury market. The two 
generations hold both common and different behaviours that directly influence luxury 
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value and consumption. These behavioural aspects concern shopping values and 
motivations, both in the digital environment and the offline world. 
For a long period of time literature excluded the association of luxury products with the 
online environment, as it may be of fault to their brand image. It was considered that 
the internet breaks the barriers of time and space, two essential pillars of creating 
luxury value. Luxury needed time to be produced, accessed, purchased and delivered 
(Kapferer, 2015). At this point in the 21st century, maintaining these beliefs may have a 
negative outcome. Moreover, before accepting the digital channel and adopting new 
strategies, luxury brands must first and foremost understand their new consumers. 
The industry must be aware of how generations evolve and modify their purchasing 
behaviours. Consumers, in general, are affected by the digital age and they are 
changing day by day, younger generations having and even faster evolution. The high 
amount of information and visual content are general set offs that remodel consumer 
actions and beliefs. This study explores the perceptions of generations Y and Z upon 
luxury products from a literature perspective and aims to help luxury brand managers 
rethink their strategies by adapting them to these new perceptions and needs. Another 
significant implication is the fact that the study emphasises the need for an online 
brand presence and different marketing campaigns targeting generations Y and Z. 
Regarding academic implications, the present research beholds information regarding 
purchase motivations, preferred marketing platforms, customer needs and intentions 
specific to each generation that might be of use for further studies even outside the 
field of luxury brands. The study is ongoing, thus this literature approach will be 
followed in the future by empirical research conducted and analysed using both 
qualitative and quantitative methods. 
 
 
2. Millennials and Digital Natives Influencing Luxury Brands 
Digitalization and internet expansion have developed the new generations 
outstandingly different from the ones in the past. Generation gaps were always 
present, but they are becoming more and more visible nowadays. Millennials and 
Digital Natives were the first generations to include the internet and connected 
technologies in their everyday life. The two generations have no knowledge of the 
world before everything was just one click away. They are exposed to thousands of 
different internet stimuli daily, which enables them to absorb information at a speed 
never even imagined by past generations. This implying the fact that the two cohorts 
are developing traits and skills that were unobtainable at such an early age by other 
generations. Easy access to information and education online also has a significant 
contribution to the premature development of generations Y and Z. They have 
boundless options and possibilities that activate new expectations from the luxury 
brands. 
The internet has also provided them with a voice that could be heard worldwide in 
matters of seconds. Consumers can share their beliefs and products reviews instantly 
online, influencing other consumers and shaping their purchase decisions. Generation 
Y and Z are the most active in the digital world and are monopolizing the digital 
“luxospehere” (Castillan et al, 2017). In 2018 Generations Y and Z represented 47% of 
luxury consumers and accounted for 33% of luxury purchases. It is estimated that by 
2025 they will represent approximately 55% of the luxury market (Bain & Company, 
2019). Their power is becoming no longer questionable and thorough research must 
be conducted in order to help luxury brands fully orient themselves towards the two 
generations that represent the future of the industry. 
This illustrates the importance of having an online presence. Luxury brands can no 



74 

 

longer hide and avoid internet exposure. Generation Y and Z members may perceive 
luxury brands that are not present online as untrustworthy and can even undermine 
their existence in the luxury field.   
Millennials are considered to be the first high-tech generation. They are difficult to 
decipher by marketers, since they are not convinced by traditional marketing 
techniques and, moreover, that they are not easy to turn into loyal consumers (Bush et 
al., 2004). As their generation is closer to generation X, they tend to also maintain 
some traditional values. The generation could be parted into different generations, 
those influenced more by generation X and those similar to gen Z. The latter are more 
likely to express no brand loyalty as for the former they are motivated to buy luxury 
products to create a higher social status image. Millennials closer to Gen Z are not 
social status-driven and are not motivated by this when buying luxury products. They 
crave a much more personal and emotional connection with luxury brands (Tsui & 
Hughes, 2001). They are attracted by the perceived value of the brands they buy. 
Generation Y associates marketed products with a cause they believe in. Moreover, 
they always opt for brands that advocate for the causes they support and will 
appreciate a product that shows greater involvement (D’Arpizio et al., 2019). 
Luxury consumers of the past would express more interest in the quality of the product 
rather than a cause the brand endorses. Alongside Millennials, Gen Z is also spreading 
awareness and tend to choose luxury brands that emphasise on social and 
environmental issues, 64% of them are influenced for example by sustainability (BCG, 
Altagamma, 2019). Luxury designers, such as Gucci and Chanel, are adapting to these 
new consumer needs and banned fur which was once the epicentre of luxury clothing. 
Thus, changes in the shape of what future luxury beholds are visible. 
Generation Y express less interest in brick and mortar shops, while the younger 
generation wishes to connect also with the offline experience when buying luxury 
products. Some author depicted a certain downfall of the traditional shops in favour of 
e-commerce, but it seems that upcoming generations are planning a revival. Luxury 
brands have to create a new shop experience that combines offline and online 
experience in order to increase the number of consumers offline shop visits. 
Consumers from both generations are interested in resale value. This stimulating the 
appearance of vintage luxury e-commerce. Being always connected, gen Z manifest 
high social media interaction with luxury brands and bloggers, 93% (BCG, Altagamma, 
2019). This is a common trait shared with generation Y. It is mandatory that luxury 
brands are present online even though they do not engage in e-commerce. The ones 
that saw beyond the internet obstacles and accepted the digital challenge may 
consider including vintage items in their product range. 
Moreover, 70% of luxury consumers of the two generations research their purchases 
online. Recent studies suggest the fact that by 2025 all luxury purchases will be 
influenced by online interactions. The market value of the internet in the luxury field in 
2018 was 10%. Taking into consideration the fact that both cohorts are fully engaged 
online, and luxury brands presence online is a must it is safe to state the luxury 
industry future is digital. (Chehab & Merks-Benjaminsen, 2013) 
Moreover, both generations are inclined to purchase collaboration luxury products. 
These collaborations most of the time refer to collections created by luxury brands side 
by side with fast fashion brands, for example, Moschino for H&M and Louis Vuitton and 
H&M.  
The two generations have a mutual interest in uniqueness and want to purchase 
objects that reflect their own personality. Thus, most of them prefer buying luxury 
products that combine consumer touch and traditional brand craftsmanship. Brands 
like Gucci and Balmain have created pop-up shops in different locations for a limited 
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period. These pop-up locations sell products that cultivate consumers personal style 
using technology beside craftsmanship. 
Sales have increased for luxury companies that embraced change relying on new 
consumer behaviours, Gucci having the most relevant rise in the under 30 consumer 
group. 
 
 
3. Conclusion 
The analysis of both business and academic literature indicate clearly that luxury 
brands are facing a transition period, they are moving towards different traditions and 
beliefs that are only slightly anchored in the past. Luxury brands are starting to adopt 
the preferences of younger consumers one step at a time with remarkable positive 
results. Thus, further study on this matter will aim to indicate more in-depth behavioural 
changes of generations Y and Z, that will broaden luxury brands perspective and help 
them emerge successfully in the digital era. 
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Abstract: For the reason that customers shifted from traditional to digital world, 
businesses have to regularly improve and adapt their marketing strategies in order to 
survive in a self-named digitalized world. That’s the main cause of the classical 
marketing approach changing substantially in the past years. The digitalization of 
customer’s everyday activities, and the need to know him at individual level in order to 
provide favourite offers, led to the emergence of various digital marketing models, 
principles and technologies. The aim of this paper is to analyse and summarize a few 
digital marketing models that help companies to build better digital strategies, by 
efficiently using all resources to achieve business growth. Thus, hopefully will open 
the way for further research and development in the area, given the digital marketing 
approaches. The main method used for future empirical research, to determine 
companies’ perception on digital marketing strategies and the degree of acceptance of 
the marketing technologies, will be the interview-as qualitative research. The analysis 
will be done on companies from Romania in the high-tech industry. Based on the 
information gathered, a quantitative research will be conducted, giving the opportunity 
to extrapolate the results to the Romanian high-tech market level. 
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1. Introduction  
It can be noted that there is a functional relationship among the development of 
marketing theory and scientific-technical progress. The digital-transformation started to 
eliminate the classical offline business model – if a company is not existing on the 
internet, it may leave the market (Oklander et al., 2018). Because of this fast 
development in digital environments and by the need to build personal relationship with 
customers, businesses are seeking to engage with customers digitally (Eigenraam et 
al., 2018). 
The fast evolution of the digitalized world led not only to the emergence of many 
technologies but to new models and principles on how to build the most effective digital 
strategy. Even if the digital is the new trend on most areas, according to the marketing 
4.0 theory there will always be a need to combine the online and the offline interaction 
among the company and the client (Kotler, Kartajaya and Iwan, 2017) in order to 
achieve what’s best for both sides. 
 
 
2. Research methodology 
Taking into consideration the theoretical approach of the current scientific paper, the 
research included only literature review. There have been read several books in the 
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field of digital marketing, the selection of the presented models being made based on 
the author’s expertise in the digital marketing consultancy services and market 
education field. The models were defined by the (co-)founders of the following 
companies: Digital Marketing Institute (Dodson, 2016), Quirk, now Mirum (Stokes, 
2013) and Francis Buttle&Associates (Buttle, 2009). 
 
  
3. Digital marketing models 
It is obvious that the internet managed to differentiate itself from all other 
communication channels (José and Rocha, 2019). Because of this, nowadays the 
companies are able to gather a lot of information about their customers. Building a 
digital marketing strategy is crucial in order to get the most of the technical progress 
(Chaffey et al., 2006). Various models and principles have been developed during last 
years, four of them being presented below.  
 
3.1. 3i model 
Ian Dodson (2016) shows that the key to a successful digital marketing strategy is the 
3i model, name given by the 3 most important processes: initiation, iteration and 
integration. 
The initiation principle states that the client is the starting and the end point for all the 
digital activities, and the answer to any company question is always given by the 
customer (Järvinen and Taiminen, 2016). In order for a company to win on the market, 
it has to be a good listener for the one who should initiate all the actions into de 
marketing processes, the customer. 
Taking into consideration the second principle, iteration, Dodson (2016) considers that 
any marketing channel can be the most effective one, only if an iterative process is 
applied. So, during a digital marketing campaign, a company presents the first version 
of content to the customer, analyses the interaction and improves where needed. The 
key to success is to never stop on one step, working within an iterative loop. 
Integration on the digital marketing channels means collecting, analysing and using all 
customer data gained, from a channel to the other. Nothing is lost, everything should 
be used to learn and then optimize, as an integrated customer vision is the greatest 
starting point to a good conversion rate (Veneri and Capasso, 2018). 
 
3.2 TCEO model 
TCEO is a popular model which is considered to lay the foundation of digital marketing 
(Stokes, 2013). It classifies the marketing efforts into 4 main actions: think, create, 
engage and optimize. 
Think is considered to be the starting point for any digital marketing step. It is all about 
developing the company’s strategy for the digital world. The most important steps here 
are considered to be the marketing research (Smith and Albaum, 2012) and the digital 
marketing content strategy definition.  
The create step brings to life all previously defined concepts, plans and tactics by 
executing the digital marketing campaigns. It comprises everything from digital assets 
creation to web development. Currently, a big challenge is to create digital assets 
which can take full advantage of the rapidly evolving technology, in the meantime 
being accessible to the late majority (Rogers, 1995) too.  
Engaging part has the responsibility to generate online traffic and to build relationship 
with the customers. Search engine optimization, email, social media or mobile 
marketing are only few key activities part of this step (Oklander et al., 2018). Here, the 
main advantage of the marketing activities digitalization is that all this online marketing 
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campaigns can be tracked and analysed using the information collected, to better 
engage with the customer from one campaign to another. 
Optimizing means continuously improve, providing knowledge through analytics, data 
extraction, conversion optimization and testing. Important is to be aware that the 
optimization is relevant and essential on every step mentioned above. Data plays the 
main role and using it to understand the consumer’s behaviour and how it can be 
influenced can led to the best conversion rates (Maheshwari, 2015). 
 
3.3. 5P model 
The 5P model, defined by the Digital Marketing Institute (DMI hereafter) is very 
effective for companies focusing on search marketing. With every search, users leave 
behind important data that contains personal information. As a result, the customer 
understanding can be improved using the 5P model. According to Dodson (2016), 
there are 5 variables that should be taken into consideration when applying this model: 
the person, the place, the product, the priority and the purchase. Data about each of 
this variable is continuously collected (Maheshwari, 2015), providing in the end what 
truly matters for the customers – relevance .  
Regarding the person (or searcher), information such as gender, age, language, or 
religion can be collected and an educated guess about user profile can be made. The 
place provides data about the city and the country where the user is located, 
information given by the search query. In some specific situation the exact location of 
the user can be identified. The product shows the area of interest for a specific search 
and helps identifying the consumer’s need or problem. Regarding the priority, the 
search query provides information about the purchasing time periods and can 
recognize how urgent a purchase is for the user. In the end, purchasing is about data 
on how and wherefrom a product or service will be bought and where in the sales 
funnel the customer is located (Dodson, 2016). 
   
3.4. SCOPE model 
The SCOPE model is mostly used on the customer relationship management (CRM 
hereafter) (Dyché, 2002) and defines the parties that should be involved in the 
company’s processes. Building a network is very important also for the company’s 
digital strategy. According to Buttle (2009), the network members should be products, 
services, workforce, finances, technology and knowledge suppliers, having a common 
objective – value added for the customer. 
SCOPE comprises 5 main actors as follows: the suppliers, the customers, the owners, 
the partners and the employees. Share of them are external parties, including the 
suppliers, owners and partners, the only internal party being the employees. There is a 
relationship built among all these 4 network members, all their actions being customer 
focused. Visually, the model can be seen as an external cycle moving in one direction, 
with the client inside (Buttle, 2009). 
 
 
4. Conclusions and further research  
The current theoretical research aimed to provide a better understanding on the 
marketing trends in a digitalized world. Marketing technologies are likely to replace the 
processes that were previously done manually, so as repetitive tasks are nowadays 
automated, to cope with the big amount of customer data. The long-term objective for 
each company going digitally is to minimize human resource effort and costs while 
maximizing productivity and building a personal relationship with each customer.  
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Research thus shows that, various models have been built in the past decade in order 
to help companies on building effective digital marketing strategies. Each of them 
involves different actors and activities, in the end having the same goals – to provide 
the right offer, at the right time, on the right channel, to the right person (Kotler, 2015).  
Given the above theoretical framework, further empirical research will be conducted by 
the author, that aims to determine the romanian small and medium enterprises 
perception on digital marketing strategies and the degree of knowledge and 
acceptance of the marketing technologies.  
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Abstract: Identified as one of the most important strategic technologies of the future, 
the Internet of Things (IoT) is a disruptive and emerging phenomenon, in dynamic 
development. IoT is referring to a dynamic global network infrastructure of “things” with 
identifying, sensing, networking, and processing capabilities. These capabilities allow 
them to communicate with one another and with other devices over the Internet, with 
minimal human intervention, and to accomplish some objectives.  Thus, through the 
Internet of Things, anything and anyone can be connected at any time and anywhere. 
Through a marketing perspective, an IoT system includes a digital world in which there 
is a significant disruption of the relationship environment, caused by new ways of 
interaction and data transfers - a radical change in the way business partners work (Ng 
and Wakenshaw, 2017).  The purpose of this article is to describe the Internet of 
Things phenomenon, explaining the role of marketing relationships and of marketing 
communication and their impact in the business area, while also suggesting future 
research directions. 
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1. Introduction  
Over the last two decades, the development of new technologies has made significant 
progress and the Internet of Things (IoT) phenomenon has gained increasing global 
interest. Dynamic smart devices connected by IoT technologies are said to create 
disturbance at a Schumpeterian level that is only in its initial stages (Ng and 
Wakenshaw, 2017).  
The International Telecommunication Union (ITU) report published in 2005, referring to 
the IoT states: "from anytime, anyplace connectivity for anyone, we will now have 
connectivity for anything”. Later Gubbi et al. (2013), pp.4 explained the IoT: 
“interconnection of sensing and actuating devices providing the ability to share 
information across platforms through a unified framework, developing a common 
operating picture for enabling innovative applications. This is achieved by seamless 
large scale sensing, data analytics and information representation using cutting edge 
ubiquitous sensing and cloud computing.”   
Disruptive and emerging, the IoT phenomenon is an interdisciplinary topic that arouses 
both the interest of researchers and practitioners alike.  In general, the Internet of 
Things revolutionizes the way companies interact with customers and also impacts 
consumers' interactions with products and the Internet.  
The impact of IoT and the profound disruptions it induces in the business environment 
are reflected in both new business strategies, adapted to the context, as well as in the 
business performance, both at the operational and economic level.   
From the marketing perspective, we notice significant changes in the elaboration of 
marketing strategies in business. At the same time, marketing researchers attach 
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increased importance to marketing relationships and the way partnerships work, 
especially in the context of functioning within an ecosystem.  
In this paper, first, we'll briefly explain the main aspects of the IoT, as a phenomenon.  
In the following section, we'll analyze the IoT literature from the marketing perspective, 
with reference to aspects related to marketing relationships, and marketing 
communication. The last section will be dedicated to conclusions but also for 
suggestions for future research. 
 
2. Literature review 
2.1. Internet of Things 
“The terms ‘Internet of Things’ and “IoT” refer broadly to the extension of network 
connectivity and computing capability to objects, devices, sensors, and items not 
ordinarily considered to be computers.  
These “smart objects” require minimal human intervention to generate, exchange, and 
consume data; they often feature connectivity to remote data collection, analysis, and 
management capabilities affirmed Rose et al. (2015). Technology devices are now 
using the Internet to exchange data, for smart identification, and to contribute to IoT 
operations management (Wang and Hsieh, 2018). 
These "things" can collect a high amount of data from users, creating innovative 
applications for consumers and for organizations. The presence of IoT can be seen in 
both consumer and business settings. In the domestic area, IoT shows up in online-
shopping, e-learning or assisted living scenarios.  With regard to business, IoT has 
developed into automation systems, manufacturing, logistics, and business process 
management.  There are already sectors where IoT is successfully implemented, such 
as mobile healthcare, senior assistance, retail, agriculture, smart energy management 
and smart grids, industrial automation, etc. 
IoT is also an innovative communication paradigm in which intelligent interconnected 
objects, as well as users part of the system, use digital communication (Atzori et al., 
2010). 
 
2.2. Relationship marketing 
Marketing literature refers to business marketing relationships in the sense of 
developing and maintaining long-term relationships with clients as well as with other 
stakeholders. It involves three primary principles: trust, mutual value creation and 
commitment.  
Building up a solid relationship with clients has the result an increased degree of 
consumer satisfaction which thus helps gain their trust and their loyalty, leading to the 
prosperity of the entire organization (Payne et al., 1995).  
The quality of relationships between partners is a determining factor of their duration 
over time, hence the importance of developing good practices in quality-oriented 
marketing relationships of the organization. A quality relationship between partners 
ensures the achievement of each one's goals.  
The development of a relationship evolves in stages and involves aspects that the 
company must take into account, as these affect how close the relationship becomes 
and how this will be reflected in terms of loyalty. Thus, in the case of customer 
relationships, at different stages the company must support the customer by providing 
information that can model the perception of the product or service offered and also 
models a certain behavior. In this sense, marketing means a set of tactical and 
strategic actions that lead to customer retention, with a positive impact on the benefits 
obtained by the company. Landry (1998) sustain that relationship marketing is based 
on an extended database created by the company to achieve a better understanding of 
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the profiles of its clients, in order to develop and consolidate close relationships with 
them. This database with clients considers different communication channels and aims 
to deliver value and services.  
Relationship marketing in business practice manifests itself through concrete actions 
and is usually evaluated in terms of profitability. Complementary, with effects that 
cannot be measured, relationship marketing also generates word-of-mouth 
communication from customers as well as customer loyalty.  
All these practices of relationship marketing give the company competitive advantages 
that support the stable development of the business. 
 
2.3. Relationship marketing in IoT context 
By exchanging digital data within digital communication, IoT technologies enhance 
interactions. This aspect benefits companies that understand the importance of 
developing and maintaining digital relationships with their clients and other 
stakeholders.  
Smart connected objects able to collect and exchange data can achieve a high amount 
of strategic information from the users. Collected data are especially useful for 
understanding and predicting consumer behavior because IoT makes available the 
visibility of the user's connections and interactions anytime, anyplace, with anything 
and anyone, any network, and any service. These data create previously unknown 
opportunities for enterprises: to act proactively especially from the perspective of 
customer relations, to offer to the market products and services as they needed, to 
become more efficient. In order to develop their businesses and to acquire increased 
competitive advantages, companies need to be able to transform data into valuable 
information they can utilize and also to continually, adjust their customer relationships 
and their marketing strategies. "The use of new technologies like IoT to access 
customer preferences and patterns of behavior has created a whole new world to be 
explored; it makes it possible to be even closer to the customers and understand better 
what their needs are. It positively impacts the relationship." (Lo and Campos, 2018, pp. 
15). 
Through disruptive concept as “data as a service” IoT turns the physical product 
experience into one of service. IoT is a service because it will apply its competence to 
co-create value with the consumer (Vargo and Lusch, 2008).  
Different business areas are exploring relationship marketing and IoT solutions to 
explore untapped markets. IoT solutions aligned with relationship marketing strategies 
are applied for the creation of new products to tap an existent market, or in other 
cases, through innovative ways, they can inspire the development of a new business 
tapping an old market. IoT as a platform creates new business solutions, it allows 
consumers themselves to better tailor their experience of the product to their own 
contexts and customizes its functionality through their actions. Proposing new solutions 
and complete services to the customers, companies also strengthen their customer 
relationships. Utilizing IoT platforms, consumers and other key stakeholders are 
engaged in corporate communications. Real-time data referring to transactions and 
usage of products are automatically collected by apps and stored in cloud-based 
databases of companies. Customer feedback delivers important marketing information 
needed to enhance corporate communications.  Thus, by transforming the Internet into 
a fully integrated communication platform, IoT allows a better understanding of 
customer needs and gives businesses higher competitive advantages to increase 
customer satisfaction and give a positive image to the company.  
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However, it is necessary to mention some challenges of marketing communication 
related to the transfer of data between objects, respective to unclear data ownership 
and the new IoT-based services offerings. 
 
Conclusions 
In the context of the challenges due to the disruptive technology changes, blending IoT 
solutions with marketing relations strategies focuses on how this combination can 
determine the development of better products and stronger relationships with 
customers. In consequence, the company achieves higher competitive advantages that 
stimulate business performance and assure a stable and durable development of the 
business. 
The data resulting from the IoT system gives decision-makers new perspectives and 
new ideas on how to improve the value proposition, how to create value in an 
innovative way, while at the same time strengthening the relationship with customers 
and by adopting more effective policies and practices. 
Implemented solutions proves that enterprises who adopted IoT technologies are 
poised for strong growth because of their ability to improve customer experience, 
increase productivity, and enable the development of innovative products and services. 
All the same, IoT is still facing many challenges, along with relationship issues, there 
are some technical difficulties, also it is a lack of a widely accepted business model. 
More marketing research is needed to explore the capabilities of the enterprise, for a 
successfully adoption of the IoT technologies, especially with regard to how the 
organization is focused on developing partnerships, alliances, and associations. 
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Abstract: The research focused on sharing economy which had been gained more 
and more ground in recent years and receiving increased media coverage nowadays. 
The paper briefly introduces the sharing economy, and a popular field of it, the car- 
and ridesharing. With the help of recent statistics, the interested make sure this is a 
continuously improving area. The aim of this paper is to analyse the question, is the 
trust an important factor in the operation of sharing economy. By the sort summary of 
latest and commonly cited literature, the reader can get a snapshot, that what kind of 
methods are used to analyse this question. 
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1. Sharing economy 
Almost everybody has several underutilised, unused resource and asset. For sure, 
that everybody has books, CDs and DVDs that did not have been used for many years 
ago. But if we think about our household, we can find many other assets also, like a 
drilling machine or any other tool from shed, which are usually used 1-2 times a year. 
A commonly cited author, Rachel Botsman (2010) mentioned in her TED speak, that 
an average drilling machine is used around 12 to 13 in its entire lifetime. Of course, 
anybody can say, that most of product around our household are not designed for 
more usage than the average. But based on this example we can easily realise, that 
we own underutilised resources. Aside from the consumer goods and luxury products 
in most cases exactly our need is not to own the product, but also the result which can 
be reach by it. The real need is to access to the resource.  
The sharing economy offers a new way to access and to improve the utilisation of 
unused assets. Some author mentioned that sharing economy is a new phenomenon 
(Möhlmann & Geissinger, 2018; Hawlitschek, et al., 2016).  Benjaafar, et al. (2019) 
said it’s not a new concept. 
In my opinion sharing has been exist centuries ago, but the recent technological 
improvements and the internet makes possible to extend it and changed the way, 
which causes it to be create the sharing economy. The participants can collaborate 
through the internet, the systems use different platforms, like websites or mobile 
applications. A lot of author analysed and tried to define sharing economy in last 
years, but still don’t have a widely accepted definition.  
The system allows the owners to rent their unused resources, and the non-owners to 
access these when they need it. In my previous work I collected many definitions, but 
most of them are focused on different aspect of sharing economy. As a conclusion of 
these, I suggested this general definition in my previous work: “Sharing economy is an 
economic-, redistribution system which contains every innovative business model, 
platform and technology which serve the lending, exchanging, borrowing and gifting of 
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tangible and intangible unused resources, with extensive access and high 
effectiveness.” (Lengyel, 2017, p.123) 
 
 
2. Mobility solutions in sharing economy 
Based on the previous example you can imagine, that we have unused resources on 
several fields of life. For this reason, different kind of platforms were organised to 
satisfy the participants needs. Literature group the services in different way (Owyang, 
et al., 2014; Schor, 2014; Böcker & Meelen, 2016). Owyang and his co-authors (2014) 
defined 5 different area: (1) goods, (2) services, (3) transportation, (4) space and 
finally (5) money. One of the most popular field relates to the mobility. In this area the 
literature distinguishes two main subcategories. One of this is the ridesharing, the 
other one is the carsharing.  
Carsharing means usually in-day renting services, when a user can temporarily rent a 
vehicle. In Europe widely spread members of this market are the Car2Go, DriveNow 
or in Hungary the MOL Limo, GreenGo. In compare with original sharing economy 
solutions, where the company provide only the platform on which partners can interact 
with each other, these services are offered by companies, it means that this is a B2C 
relationship. Service providers offers not only platforms, but the resources too. Usually 
the user must sign up to the service before he wants to use it, but after this process it 
is possible with a mobile application. The services are different, but in most cases, the 
renting fees are accounted on minutes based, which covers every cost like parking 
fees or fuel costs. The payment transactions made by different online payment 
solution.  
Ridesharing differs from general taxis, usually the passenger and driver have the 
same place of origin and destination and mostly the fee covers only the driver’s cost 
(Chan & Shaheen, 2012). They can arrange trip on a mobile app, like Uber, Lift or 
Oszkár.com in Hungary. Statista (2019b) says that the global revenue in this sector 
will increase to double from 2018 to 2023, when it was 153 591 million US$. Parallel 
based on their forecast the number of users also will increase from 858,3 to 1531,5 
million. While the average revenue per user also will increase by 3,1% yearly on 
average between 2018 and 2023. They surveyed, that most of the users (37,7%) are 
aged between 25 – 34 years. 41,6% of the users have high income, and 54,8% of 
them are male. In Hungary they estimate the number of users 630 thousand persons, 
but they expect that it will increase to 2023 to 1 million persons (Statista, 2019a). From 
the viewpoint of both participant – driver and passenger – two or more stranger travel 
together in one car, who does not know each other. It raises the question of trust. In 
every case the platforms offer rating systems for the users, to check the partner’s 
reliability. But is these systems serves enough information? 
 
 
3. Question of trust 
Botsman & Rogers (2010) said, trust play a crucial role in sharing economy. The 
integration of social media platforms and ridesharing platform can solve the problem of 
trust related with ridesharing (Chaube, et al., 2010).They also conclude, that the 
willingness to use ridesharing is determined by the trust in many cases. Chan & 
Shaheen (2012) also mentioned, that social networks can help to build trust among 
participants.  
Ert and his co-authors (2016) analysed the personal photos importance on Airbnb 
platform. They revealed, that the users require this information to make good 
decisions. Möhlmann & Geissinger (2018) mentioned, that in the sharing economy the 
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relationship between trustor and trustee is extended with a third party. The participants 
must trust in the platform also.  
Hawlitschek and his co-authors (2016) developed a research model and a 
questionnaire to assess the role of trust in different dimensions. They distinguished 
three different targets of trust: (1) peer, or partner, (2) platform and (3) product. Based 
on Gefen & Straub (2004) work, they analysed trust in different targets as a 
multidimensional construct, where the dimensions are: ability, integrity and 
benevolence as it can be seen on the following figure. 
 

 
Figure 1: Research model 
Source: Hawlitschek, et al. (2016) p. 29 
 
Based on their sample they concluded, that higher level of trust will increase the 
intention to use the services for both sides, as user and provider.  
Kong and his co-authors (2019) developed a research model in which they 
hypothesised, that trust is affected by the social referrals, information quality and 
transaction safety. They tested their complex model with variance-based partial least 
square method. 
As the previous researches highlighted, the trust is an important factor. A transparent 
operation and a well-functioning rating system can help a lot to increase the nonuser’s 
trust in sharing economy. These systems are frequently used in e-commerce and 
provide many useful information for customers. On the internet can be found many 
kind of product’s rating, user experience and different kind of subjective reviews. Of 
course, platform user’s ratings also can be found.  
In Hungary the Oszkar.com a popular ridesharing service, which also use its own 
rating system. After every transaction, the passengers can rate the drivers regarding 
to 6 viewpoints: (1) comfort, (2) accuracy, (3) kindness, (4) safety, (5) communication, 
(6) flexibility. Of course, the driver also makes a review for the passenger, but they 
leave only textual evaluation with a 3-scale (positive, neutral or negative) rating. Thus, 
before a new journey either user can check the partner’s profile where the latest 
transactions ratings can be seen. The webpage produces a short summary statistic of 
driver’s rating. What’s more Oszkar.com generates some summary about the 
interactions on the site. In my opinion there are three important data between them: 
(1) rate of failed travels, (2) response rate (3) average response time. This three 
information can help a lot to evaluate the next travel companion, and Rachel Botsman 
(2010) named this kind of information as reputation capital, whose importance will be 
incremental in the near future.  
 
 



87 

 

4. Summary 
In this paper I briefly introduced the sharing economy and a popular segment of it, car- 
and ridesharing solutions. The above-mentioned researchers analysed the question of 
trust in different ways, but discoverable, that the quantitative methods are gaining 
popularity in this field. Based on my previous research and experience I can say, that 
trust plays a very important role in this field. It is necessary to improve the people’s 
trust in sharing economy and create well-functioning rating systems, because this 
network can work only if it reaches the critical mass.  
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Abstract: In an increasingly interconnected world, international migration became a 
topic of great interest, with complex effects on technological innovation, especially in 
host countries. The international labour force mobility generates both opportunities 
and challenges that any nation should take into consideration. This research 
investigates the extent to which immigration influences innovation and eventually, 
economic development, for 104 NUTS 1 macro-regions in the EU, over the period 
2003 to 2012. The econometric estimations of the international migration impact on 
intellectual assets (measured by the number of patents) highlight a positive nexus, 
strengthened when taking into account different factorial combinations related to the 
economic dimension, such as: financial support in research and development 
(especially in the business sector and in the whole sector), investment in tertiary 
education, as well as the share of scientists and engineers in population. In order to 
boost knowledge creation and per capita GDP, EU should not only attract scientists 
and engineers migrants, but also provide further financial support in research and 
development.  
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1. Introduction 
In the current framework of globalization era, migration represents a topic of great 
interest from economic, social, cultural and political point of view, requiring in-depth 
and continuously research at regional, national and global level. International labour 
mobility influences the innovation and the development of an economy, generating 
both opportunities and challenges that any nation should take into consideration, in 
order to obtain maximum of benefits, as well as mitigating the negative effects that can 
arise from the migration movements.  
 
 
2. Literature Review 
In the new age dominated by mass migration, with plenty of highly qualified individuals, 
the migration-innovation nexus has become a topical issue in several related 
disciplines and fields (Lissoni, 2016).  
In an empirical research Niebuhr (2010) highlights that the diversity of knowledge and 
capabilities of labour force from different cultural backgrounds boosts regional 
innovation. The downsides of diversity, such as costs caused, for instance, by 
communication barriers are outweighed by the benefits induced in R&D sectors. 
In a similar way, Bove and Elia (2017) emphasise that cultural heterogeneity has a 
more consistent impact on GDP per capita in developing countries.  
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Ozgen, Nijkamp & Poot (2011) found that the diversity of migrants intensifies 
knowledge formation, spill-overs, improves entrepreneurship and leads to economic 
growth. Also, immigrants from different cultural backgrounds and with higher education 
record a larger number of patent applications.   
Ferrucci and Lissoni (2019) reveal that more diverse teams spur creativity and produce 
patents of higher quality. Their research suggests that mixed local-foreign inventor 
teams with different nationalities always outperform both local ones and same-nation 
foreign teams.  
Hunt and Gauthier-Loiselle (2009) gauge the impact of highly qualified immigrants on 
patenting per capita. A college graduate immigrant contributes at least twice as much 
to patenting, in comparison with a native counterpart. Also, some immigrants may 
indirectly enhance innovation by providing complementary skills and knowledge to 
native workers (e.g. positive spill-overs on fellow researchers).  
In U.S. skilled immigration have a significant and positive influence on patenting, but 
smaller in comparison to foreign graduate students. Also, the skills of foreign workers 
could be complementary to natives (Chellaraj, Maskus, and Mattoo, 2008). 
In European recipient countries, highly skilled foreigners contribute to knowledge 
creation, measured by the number of patents and by the number of citations to 
published articles (Bosetti, Cattaneo and Verdolini, 2015).  
Fassio, Montobbio and Venturini (2019) emphasises the positive impact of skilled 
migration on innovation, in 16 European industries. The intensity is stronger in 
industries with low levels of over-education, high levels of FDIs and openness to trade 
and in industries with ethnic diversity. 
Highly skilled immigration foster innovation, as they are more creative, generate new 
ideas, set up new businesses and may be less risk averse in comparison to indigenous 
peers (Poot, 2007). 
In origin countries the emigration of highly skilled individuals represents a loss of the 
most talented workers. However, it can't be denied that migrants are an important 
channel for transferring technology from destination countries back to origin countries. 
They also send remittances and invest (Gelb and Krishnan, 2018).  
The knowledge acquired abroad can be transferred back to the origin country and can 
be exploited under sound IPR institutions (Naghavi and Strozzi, 2015). 
 
 
3. Research Methodology   
The general purpose of the research is to evaluate the relationship between migration, 
innovation and regional economic development for 104 NUTS 1 macro-regions in the 
EU, between 2003 and 2012. The study is based on the development of econometric 
models on panel data, using a set of indicators specific to the process of immigration, 
innovation, economic development. The research uses classical models with fixed 
effects (non-spatial models), as well as spatial models. In order to verify if spatial 
autocorrelation exist, Moran Index will be applied. Data processing is computed using 
STATA 14 econometric package. 
 
3.1. Regression model, endogenous and exogenous variables 
ln(Nr_patents) = β0 + β1*ln(GDP_cap) + β2*ln(Edu_tert) + β3*ln(Edu_sec) +    
β4*ln(Pop_dens) + β5*ln(BERD) +  β6*ln(HERD) + β7*ln(Empl) + β8*ln(Immigr) + ε 
 
The endogenous variable is the number of patents and the exogenous variables are 
GDP per capita (pps), tertiary and secondary education (%), population density 
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(inhabitant/km2), intramural R&D expenditure on higher education and business sector 
(%GDP), employment (%) and immigration (stock).  
 
 
4. Discussion of Findings  
 
4.1. Identification of spatial autocorrelation (Moran Index) 
In order to measure if spatial autocorrelation exist, Moran Index will be applied.  
 
Table 1 Moran's I, Measure of global spatial autocorrelation, EU 28, year 2012  

  -------------------------------------------------------- 
    Variables |    I      E(I)   sd(I)     z    p-value* 

  -------------+------------------------------------------ 
gdp_eur_cap |  0.541  -0.010   0.056   9.746   0.000 
gdp_pps_cap |  0.569  -0.010   0.056  10.304   0.000 

   edu_tert |  0.463  -0.010   0.056   8.374   0.000 
    edu_sec |  0.784  -0.010   0.056  14.155   0.000 
patents_epo |  0.456  -0.010   0.057   8.238   0.000 

                            innov_int|  0.648  -0.010   0.057  11.613   0.000 
                            gerd_gdp |  0.472  -0.010   0.056   8.560   0.000 
                            berd_gdp |  0.469  -0.010   0.056   8.494   0.000 
                              immigr |  0.147  -0.010   0.055   2.857   0.004 
                        -------------------------------------------------------- 

Source: personal processing in STATA 14 
 

I > E(I), which evidences a positive spatial autocorrelation and that close macro-
regions have similar values for variables of interest. The highest positive spatial 
autocorrelation is recorded at secondary education (I=0.784). Also, z > 1.96 (the table 
value) and p-value < 0.05, which justifies the spatial correlation test. 
 
4.2. Spatial models with endogenous variable = number of patents  
As the spatial dependence is validated, it is justified to compute spatial models.  
 
Table 2 Spatial influences on the number of patents for Autoregressive, Error, Durbin 
and Autocorrelation Spatial Models (SAR, SEM, SDM and SAC) 
---------------------------------------------------------------------------------------------------------------------------------------------------------------------- 
               SAR (1)      SEM (2)      SDM (3)      SAC (4)      SAR (5)      SEM (6)      SDM (7)      SAC (8)      SAR (9)      SEM (10)     SDM (11)     SAC (12)    
----------------------------------------------------------------------------------------------------------------------------------------------------------------------                                                                                                                                                                   
gdp_cap        0.323***     0.323***     0.303***     0.321***     0.321***     0.318***     0.309***     0.317***     0.305***     0.301***     0.280***     0.299*** 
              (6.25)       (6.24)       (5.82)       (6.20)       (6.31)       (6.22)       (5.96)       (6.19)       (6.03)       (5.91)       (5.40)       (5.86)    
immigr         0.130***     0.130***     0.108***     0.126***    0.0989***    0.0973***    0.0687**     0.0934***    0.0744**     0.0736**     0.0540*      0.0713**  
              (5.22)       (5.28)       (4.37)       (5.10)       (4.01)       (3.97)       (2.78)       (3.81)       (2.96)       (2.95)       (2.15)       (2.86)    
berd_gdp       0.236***     0.249***     0.256***     0.248***                                                                                                         
              (5.81)       (6.08)       (6.27)       (6.07)                                                                                                            
gerd_gdp                                                           0.637***     0.667***     0.756***     0.664***     0.776***     0.796***     0.841***     0.790*** 
                                                                  (6.90)       (7.15)       (7.85)       (7.14)       (8.05)       (8.24)       (8.50)       (8.19)    
edu_tert       0.374***     0.463***     0.761***     0.495***     0.424***     0.486***     0.866***     0.518***     0.504***     0.549***     0.816***     0.572*** 
              (3.65)       (4.18)       (5.25)       (4.36)       (3.49)       (3.85)       (5.76)       (4.04)       (4.08)       (4.34)       (5.44)       (4.46)    
empl_tecno    0.548***    0.667***     0.771***     0.645***                                                                                                           
             (6.17)       (3.58)      (4.97)      (5.51)                                                                                                            
rd_pers_business                                                   0.122**      0.119**      0.108*       0.113*                                                       
                                                                  (2.90)       (2.89)       (2.36)       (2.29)                                                        
rd_pers_education                                                  0.377***     0.372***     0.371***     0.362***                                                     
                                                                  (5.03)       (4.99)       (4.96)       (4.87)                                                        
rd_pers_total                                                                                                          0.706***     0.676***     0.601***     0.652*** 
                                                                                                                      (5.96)       (5.77)       (4.88)       (5.52)    
educ_sec     0.00803*   0.00815*     0.00760*     0.00800*                                                                                                         
             (1.99)      (2.05)      (2.07)      (2.14)                                                                                                            
 
pop_dens                                                                                                              -1.003*      -1.074*      -1.143*      -1.097*   
                                                                                                                     (-2.10)      (-2.24)      (-2.39)      (-2.29)    
---------------------------------------------------------------------------------------------------------------------------------------------------------------------- 
Spatial                                                                                                                                                                
rho            0.370*                    0.397*      -0.287        0.334*                    0.543**     -0.323        0.355*                    0.525**     -0.269    
              (2.36)                    (2.07)      (-1.47)       (2.14)                    (3.02)      (-1.66)       (2.29)                    (2.89)      (-1.30)    
lambda                      0.630***                  0.795***                  0.572***                  0.775***                  0.548***                  0.730*** 
                           (3.90)                    (5.02)                    (3.48)                    (4.79)                    (3.35)                    (4.10)    
---------------------------------------------------------------------------------------------------------------------------------------------------------------------- 
N               1040         1040         1040         1040         1040         1040         1040         1040         1040         1040         1040         1040    
---------------------------------------------------------------------------------------------------------------------------------------------------------------------- 

Source: personal processing in STATA 14 
  
All spatial models highlight that innovation output is positively influenced by GDP per 
capita, immigration, investments in R&D, tertiary education and employment in 
technology and knowledge-intensive sectors. The ρ coeficient from SAR and SDM 
models are statistically significant, indicating a pure spatial effect on the dependent 
variable. This emphasises that the number of patents in a region influences of the 
number of patents from neighboring regions. In SAC ρ coeficient do not have statistical 
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significance. Parameters λ associated with error terms, record positive and significant 
values in SEM and SAC, indicating a spatial effect of the residuals.    
 
 
5. Conclusion  
This study has examined whether immigrants, especially highly qualified, enhance 
innovation output and contribute to economic growth, on a date panel of 104 macro-
regions from EU, between 2003 and 2012. The results indicate a positive nexus 
between skilled migrants and innovativeness of the regions, strengthened when taking 
into account different factorial combinations related to the economic dimension, such 
as: financial support in research and development, investment in tertiary education, as 
well as the share of scientists and engineers in population. In order to boost knowledge 
creation and per capita GDP, EU should not only attract scientists and engineer 
migrants, but also provide further financial support in research and development. To 
sum up, migration is a process that needs to be managed and not a problem that 
needs to be solved (GD No. 780, 2015).   
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Abstract: In this paper we analysed a series of data, from 33 European countries, in 
order to study the correlation between the level of education, rate of poverty and the 
level of financial inclusion. Data on education and rates of poverty contain Eurostat 
information on: adult participation in learning of population aged 25 to 64 (2018), early 
leavers from education and training of population aged 18 to 24, (2018), overcrowding 
rate by poverty status of population (2017) and people at risk of poverty or social 
exclusion (2017). 
The data analysed regarding the financial inclusion include information published in 
the World Bank study, the Little Data Book on Financial Inclusion on each country 
about: the persons who have an account, differentiated by age, education and income 
categories, saved for old age, coming up with emergency funds if possible, main 
source of emergency funds from family or friends, paid utility bills in the past year: 
using an account or cash only and people used debit card to make a purchase (2017). 
 
 
Keywords: financial education; financial literacy; financial inclusion. 
 
JEL classification: A13; A29; D14; I20 
 
 
1. Introduction and motivation 
In recent years we have a growing interest in financial education, an interest triggered 
with the financial crisis of 2008. Interest arises from the desire to see an informed way 
in which individuals manage their personal budgets and make decisions regarding 
their financial resources. In this direction we have several initiatives at global and 
European levels; we will mention only a few. In 2011, The Global Financial Literacy 
Excellence Center (GFLEC) was established in the US to research and find solutions 
to increase the degree of financial education. The Personal Finance index, developed 
by GFLEC, measures the level of financial literacy of adult US citizens. At European 
level, the Organization for Economic Co-operation and Development set up a 
recommendation guide on financial literacy and education. EU member states have 
set strategies to increase the level of financial education in order to increase the well-
being and financial protection of the population. 
States, members of EU, developed with the help from central banks national 
strategies to increase the financial knowledge among the citizens. The European 
Economic and Social Committee periodically are publishing results of financial 
education strategies within the EU.  
In Romania, in July 2018, a collaboration agreement was signed between the Ministry 
of National Education, the Ministry of Public Finance, the National Bank of Romania, 
the Financial Supervision Authority and the Romanian Banking Association entitled 
the National Strategy for Financial Education. 
The reference literature on the topic of financial literacy is relatively recent: Lusardi 
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and Mitchell (2011), Campbell (2006), Fernandes et al. (2014), Badarinza et al. 
(2016). The World Bank supports programs to increase the level of financial education 
and periodically measures the population's access to financial products through the 
Global Findex indicator. The purpose of the research is to investigate whether or not 
there is a link between the level of education in certain countries and the degree of 
access and use of simple financial products such as having an account, saving on a 
financial institution, using a debit card or making bill payments without cash. 
 
 
2. Data 
The statistical data used for the analysis come from Eurostat for adult participation in 
learning of population aged 25 to 64 (2018), (AP); early leavers from education and 
training of population aged 18 to 24, (2018), (EL); overcrowding rate by poverty status 
of population (2017), (PR); and people at risk of poverty or social exclusion (2017), 
(SE). 
From World Bank, The Global Findex database 2017 is percentage data, by country, 
for people with an account grouped by age, education and income: account (% age 
15+),(ACC) ; young adults account (% ages 15-24), (YAC), older adults account, (% 
ages 25+), (OAC), with primary education or less (% ages 15+), (PAC); with 
secondary education or more (% ages 15+), (SAC). Also from this research are the 
means data by each of 33 country for people who saved for old age (% age 15+) 
(SVD); coming up with emergency funds possible(EFP); main source of emergency 
funds: family or friends (% able to raise funds, age 15+), (FFF); paid utility bills(PUB); 
using an account (% paying utility bills, age 15+), (UTC); debit card used to make a 
purchase in the past year (% age 15+), (DCU). 

 
Figure 1: 5 countries with lowest and 5 with highest % of adult in education 
Source: authors, based on data provided by Eurostat 
 
We can observe high percentages in poverty indicators for the countries with low 
percentages in adults involved in education.  
Note that adult participation in learning of population; varies from 0.9% in Romania to 
31.6% in Switzerland and early leavers from education and training; varies from 3.3% 
in Croatia to 31% in Turkey.  
The level of overcrowding rate by poverty status varies between 2.8% in Cyprus and 
Ireland and Serbia with 56.2% of population.  
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People at risk of poverty or social exclusion vary between Czech Republic, 12.2% of 
population and North Macedonia with 41.6%. 
 
Table 1: Education & Financial Inclusion,  

 
Source: Eurostat & World Bank, The Global Findex database  
  
 
3. Factor analysis 
Table 2: Correlation Matrix, factor analysis 

 
Source: based on World Bank, The Global Findex database 2017 
 
Table 3 shows correlation between some of the variable. Values above 0.6 shows 
high correlation between variabile adult involved in learning (AP), saved for old age 
(SVD), people with account (ACC), emergency founds possible (EFP), debit card used 

Countries AP EL PR SE ACC YAC OAC PAC SAC SVD FFF UTC DCU

Austria 15.1 7.3 15.1 18.1 98.16 92.59   99.09 95.96   98.55   56.63 21.23 92.41 76.57 

Belgium 8.5 8.6 5.1 20.3 98.64 94.32   99.30 100.00 98.84   51.58 12.98 97.34 85.86 

Bulgaria 2.5 12.7 41.9 38.9 72.20 43.46   75.10 42.14   84.53   19.77 47.19 13.95 34.96 

Croatia 2.9 3.3 39.9 26.4 86.14 46.86   92.66 62.02   95.92   28.45 43.43 69.00 52.69 

Cyprus 6.7 7.8 2.8 25.2 88.72 73.18   92.16 81.09   91.32   28.70 34.77 47.54 45.17 

Czechia 8.5 6.2 16 12.2 80.99 41.18   87.55 36.83   91.22   41.05 25.24 74.95 64.00 

Denmark 23.5 10.2 8.6 17.2 99.92 100.00 99.90 100.00 99.91   49.70 14.44 94.32 91.98 

Estonia 19.7 11.3 13.5 23.4 97.99 91.93   98.83 94.38   99.05   35.04 28.91 94.47 84.81 

Finland 28.5 8.3 6.1 15.7 99.79 100.00 99.76 99.21   100.00 39.03 10.74 97.27 93.01 

France 18.6 8.9 7.7 17.1 94.00 70.33   97.91 79.82   97.23   31.90 15.63 82.98 80.93 

Germany 8.2 10.3 7.2 19 99.14 97.03   99.51 100.00 99.30   54.65 22.77 91.82 81.78 

Greece 4.5 4.7 29 34.8 85.47 49.07   90.79 86.90   84.98   8.36   63.32 31.58 48.79 

Hungary 6 12.5 40.5 25.6 74.94 60.09   77.18 55.83   82.77   21.11 37.52 35.17 54.11 

Ireland 12.5 5 2.8 22.7 95.34 83.75   97.55 84.24   96.20   40.32 18.31 79.40 74.92 

Italy 8.1 14.5 27.1 28.9 93.79 63.91   97.66 92.01   96.31   30.76 22.01 62.93 72.87 

Latvia 6.7 8.3 41.9 28.2 93.22 75.70   95.36 79.39   97.21   21.13 40.99 81.57 72.84 

Lithuania 6.6 4.6 23.7 29.6 82.88 63.77   86.25 61.33   87.25   33.37 40.20 48.12 46.99 

Luxembourg 18 6.3 8.3 21.5 98.77 94.69   99.46 95.73   99.37   44.40 19.33 90.18 84.93 

Malta 10.8 17.5 3 19.3 76.57 45.33   82.49 59.26   88.34   15.62 55.01 36.95 34.27 

Netherlands 19.1 7.3 4.1 17 97.36 97.45   97.35 97.73   97.32   49.45 11.80 51.56 70.15 

North Macedonia 2.4 7.1 46.3 41.6 99.64 100.00 99.58 100.00 99.61   42.81 8.35   94.61 93.50 

Norway 19.7 9.9 5.3 16 99.75 100.00 99.71 98.69   100.00 61.45 10.50 93.16 94.37 

Poland 5.7 4.8 40.5 19.5 86.73 62.63   90.52 65.50   89.99   20.06 14.34 73.52 73.42 

Portugal 10.3 11.8 9.3 23.3 92.34 79.41   94.19 87.57   95.50   32.48 15.38 70.03 71.87 

Romania 0.9 16.4 47 35.7 57.75 51.06   58.88 31.86   69.52   19.06 58.43 11.84 23.80 

Serbia 4.1 6.8 56.2 36.7 71.44 33.34   76.93 51.48   80.55   18.04 59.47 36.99 37.66 

Slovakia 4 8.6 36.4 16.3 84.18 54.58   89.57 49.18   91.99   42.05 34.99 70.69 65.78 

Slovenia 11.4 4.2 12.8 17.1 97.53 100.00 97.30 94.42   98.54   41.07 18.47 70.01 79.91 

Spain 10.5 17.9 5.1 26.6 93.76 65.32   97.99 89.02   95.84   26.36 20.77 78.45 76.15 

Sweden 29.2 9.3 13.5 17.7 99.74 99.09   99.85 96.85   100.00 56.96 11.79 90.77 91.64 

Switzerland 31.6 4.4 6.5 18.1 98.43 89.41   99.81 96.72   99.32   61.41 11.40 80.08 81.44 

Turkey 6.2 31 43.7 41.3 68.59 55.93   71.94 57.44   74.02   20.05 58.87 45.38 39.41 

United Kingdom 14.6 10.7 3.4 22 96.37 83.52   98.71 90.22   97.77   42.56 13.05 86.85 82.40 

best

worst

AP EL ACC SVD EFP PUB DCU

AP 1.000 -.145 .627 .640 .667 .407 .641

EL -.145 1.000 -.434 -.314 .090 -.110 -.323

ACC .627 -.434 1.000 .717 .525 .422 .919

SVD .640 -.314 .717 1.000 .688 .440 .737

EFP .667 .090 .525 .688 1.000 .510 .545

PUB .407 -.110 .422 .440 .510 1.000 .485

DCU .641 -.323 .919 .737 .545 .485 1.000

Correlation Matrixa

Correlation

 a. Determinant = .006
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(DCU). People who saved for old age (SVD) is more likely to use a debit card for 
payments (0.737), to be an adult interested in education (0.640) and have an 
emergency found (0.688). Variable named early leavers from education (EL) has a 
poor correlation with the other variables. The highest correlation observed is between 
AP and DCU, wich is normal, people with debit card have an account.  
Measure of sampling adequacy from KMO and Bartlett’s test is 0.752, value is 
considered middling. Significance level is zero; a level less than 0.05 it means there is 
no scope for reduction. 
 
 
4. Conclusion 
The analysis shows strongest correlation between the variable adult participation in 
learning and the degree of financial inclusion measured by the population with a bank 
account and those who have saved for old age and a strong negative correlation 
beetwen early leavers from education and people with an account or savings. 
Countries with big percent of adult involved in learnig have also high percent of 
account owner, high involving in education is generaly related with high level of 
financial inclusion. We can find exceptions, like North Macedonia, with second the 
lowest percent in adults in high education, big percents in poverty indicators and high 
percent of accounts owner. It means that the analysis should take in to consideration 
to research causes for atipical situation. 
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Abstract: Is Romanian economy close to a recession period? This question 
represents the main hypothesis that is verified in this article. Data analysis techniques 
are used to analyze the dataset that has 23 relevant macroeconomic variables that 
show, by their dynamics, the phase of the economic business cycle. Principal 
components analysis reduces the number of variables from 23 to 6, cluster analyses 
show the optimum number of clusters and the class membership for each year. The 
analysis of each class suggest that each time period has an entire economic cycle 
with recession, expansion boom and depression. The main conclusion of this research 
is that the tested hypothesis is confirmed and that there are strong signs for a new 
recession in Romania, that comes after a depression period of few years (that already 
started in 2018). 
 
 
Keywords: recession, PCA, cluster analysis, economic cycles, Romania. 
 
JEL classification: C38; E32 
 
 
1. Introduction and literature review 
The analysis of Romanian economic cycles is a challenge due to multiple decisions 
that can influence the economic growth. The political decisions after 1989 have a 
major impact in economic growth, as well as uncertainty about global economy and 
European economical decisions. Multiple analyses were made about Romanian 
economy. In a study from 2010 (Caraiani, 2010), the Markov Switching approach is 
used on monthly data from 1991 to 2008 to "model the business cycles in Romanian 
economy" (Caraiani, 2010). The author concludes that the recession started in fall 
2008 have a duration of 18 months, until half of 2010. In 2012, another study (Voda, 
Chiriac, 2012) analyze the economic business cycles for France and Romania using 
the Hodrick-Prescott filter. The authors main conclusion is that the economic crises 
are unavoidable and that the cyclicality is the most important element to balance the 
economy.  
A year later, one study (Pavelescu, 2013) analyze the economic cycles from period 
1859-2010 in Romania, taking into account the decennial and bi-decennial economic 
cycles as well as economic history of Romania, while in another study (Visan & Ailenei, 
2013) authors use the random recursive algorithm BBQ on monthly data from January 
1991 to May 2012 "in order to identify specific characteristics of the business cycle" 
(Visan & Ailenei, 2013). In 2014, Savoiu and Manea consider "gross domestic product 
(GDP) price consumer index (PCI) or cost of living index (CLI), and debt (public or 
external)" for a long period of time, until 2013 to analyze the Kondratiev cycle for 
Romanian economy. In the same year (Iosif, 2014), the forecast of Romanian 
economic growth for 2013 of less than 2% was exceeded and reached of 3.5%, so the 
author analyzed the economic business cycles and the conditions for a sustainable 
economic development. On the other side, several years later, studying the 
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sustainability of economic growth based on consumption (Adomnicai, 2019), the author 
analyze what model or theory (among the models of economic growth) fits best for 
Romania.  
 
 
2. Methodology and dataset 
The main methodology used to analyze the economic cycles is based on data analysis 
methods like variables reducing techniques (principal components analysis - PCA) and 
classification methods (Ward's hierarchically method and K-Means algorithm). The 
dataset used is for Romania, yearly data from 1993 to 2018 and the source of data is 
the WorldBank website. The 23 variables considered refer all to the main indicators 
that show the state of the economy at a certain level of the economic cycle. The 
variables and the code for them are: GDP per capita growth (annual %)-V1; GDP 
growth (annual %)-V2; Trade (%GDP)-V3, Adjusted savings: education expenditure 
(%GNI)-V4; Unemployment, total (% of total labor force)-V5; Labor force, total - V6; 
Inflation, consumer prices (annual %)-V7; Taxes on income, profits and capital gains 
(% of revenue)-V8; Revenue, excluding grants (% of GDP)-V9; Social contributions (% 
of revenue)-V10; Adjusted savings: consumption of fixed capital (% of GNI)-V11;Final 
consumption expenditure (%GDP)-V12; Households and NPISHs final consumption 
expenditure (% of GDP)-V13; General government final consumption expenditure (% 
of GDP)-V14; Domestic credit provided by financial sector (% of GDP)-V15; Real 
interest rate (%)-V16; Lending interest rate (%)-V17; Deposit interest rate (%)-V18; 
Foreign direct investment, net inflows (%GDP)-V19; Foreign direct investment, net 
outflows (% of GDP)-V20; Changes in inventories (current US$)-V21; Broad money 
growth (annual %)-V22; Broad money (%GDP)-V23. 
 
 
3. Application results 
The graph presenting the GDP growth and further results are presented below. 

 
Figure 1: GDP growth for period 1993-2018 
Source: author's Excel computation using data from https://www.worldbank.org/ 
 
The figure from above show the evolution of GDP growth and GDP per capita growth 
from 1993 to 2018. The main two recession periods are visible from 1997 to 1999 and 
from 2009 to 2011. Also, the cyclicity of GDP growth is visible, being almost 
sinusoidaly, for a period of about a decade.  

 
Figure 2: PCA results 
Source: R output using data from https://www.worldbank.org/ 
 
In the above picture, the PCA results are presented. According to several criteria (like 
Kaiser criteria - used for standardized data or Scree plot criteria), the best number of 
components to use in further analyses is 6. The first 6 principal components have the 
variance higher than one and are significant. The amount of information in the first 6 
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components is 88.5% while the loss of information is about 11.5%. The correlations 
between original variables and principal components (the figure in the right) presented 
as squares graph can show the significance of each component like: the first principal 
component W1 can be named as financially and monetary component, W2 is the 
consumption and investments component, W3 is the economic growth, W4 is 
represented by revenues, W5 is education expenditure and changes in inventories, 
while W6 is unemployment. Each component "takes" information from each of all 23 
variables, but the correlations with variables are used to describe the economy level 
more accurate.  

   
Figure 3: Clustering results 
Source: R output using data from https://www.worldbank.org/ 
 
The results for cluster analysis show that 3 classes are sufficient (Ward's method 
classification tree) to group the selected years. The K-Means results for 3 classes are 
presented in the right side. Using the centre for each class and considering the 
interpretation for each principal component, one class (period 1993-1998) is 
characterized by big inflation and taxes, big interest rates (for lending and deposit), low 
broad money, low trade, low domestic credit, big unemployment rate. This class has 
the transition years from the political regime before 1989 (communism) to the new 
political regime after 1989, as well as the first recession after 1989, that started in 
1997. Another class (period from 1999 to 2008) have lower unemployment rate than 
the first period and is characterized by big economic growth. In this time, after the 
recession from 1997-1999, the Romanian economy had the highest economic growth 
based in general by consumption and lower interest rates. The final period, from 2009 
to 2018 show that the economy was strongly affected by the crisis started in 2008, 
facing the second big recession in 2009-2011, but started to recover from it in the next 
years. 

 
Figure 4: Classes graphically representation in principal components plan 
Source: R output using data from https://www.worldbank.org/ 
 
The graphs from above is the graphically representation of classes in principal 
components plan. The three classes are visible in both graphs (W1 vs. W2 and W1 vs. 
W3). In the first graph, in the last period (from 2009 to 2018), there are high values for 
financial and monetary and low values for consumption and investment. In the second 
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graph, for the same period, there are low values for economic growth for 2009, 2010, 
2017 and 2018 and big values for 2014, 2015 and 2016. 
 
 
4. Conclusions and further research 
The principal components analysis is used here to reduce the number of variables from 
23 to 6, with total information of 88.5%, while the cluster analyses performed on 
principal components group the time period into 3 major classes that correspond each 
to an economic cycle. The first time period of 6 years (1993-1998) has, in short time, 
expansion, boom, depression and recession. The next cycle from 1999 to 2008 has 
expansion, boom, depression and recession, while the last time period starts with 
recession and ends with depression (the GDP growth decreased from almost 7% in 
2017, to about 4% in 2018. Therefore, there are major signs that a recession is about 
to start in Romania in 2020 or 2021, taking into consideration the cyclicality of 
economy.  
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Abstract: The term "climate" generally defines the average profile of weather 
conditions in a given climate area, determined over a period of several years. The 
climatic conditions depend on the changes the energy balance (radiation) of the Earth 
playing an important role. In the last 150 years, an important role in changing the 
Earth's climate has been anthropic activity, which has directly participated in this 
change through greenhouse gas emissions. Stratospheric ozone layer acts as a filter 
for solar radiation in ultraviolet (UV) spectrum making life on earth possible. 
Greenhouse gases, which are naturally found in the atmosphere, keep the temperature 
at the surface of the earth at an average of 15oC, without these gases the average 
temperature of the earth would be about -20oC. Changes in gas concentration 
greenhouse gases in the atmosphere can dramatically interfere with the natural cycle 
of UV radiation, by changing the temperature, the carbon and water circuit, and 
therefore, changing the climate over the  time. The global climate of the Earth has 
changed over time, knowing different cycles, climatic heating or cooling, which varies 
in duration (from several thousand to several millions of years) and their amplitude. 
 
 
Keywords: global warming; extreme temperatures; pollution; droughts; climate change 
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1. Climate change at the global level 
The phenomenon of global warming has led to an increase in the frequency of extreme 
events, respectively more frequent situations with extreme temperatures, including 
heat waves, aggravation of drought in some regions, more abundant precipitation in 
other areas, melting of glaciers and arctic ice, as well as global growth of the average 
level of the seas and oceans. 
The 4th IPCC Report mentions that the average global air temperature has increased 
by about 0.74ºC over the last 100 years (1906 - 2005) compared to 0.6 ºC for the 
period 1901-2000 (IPCC Report, 2001). Also, 11 of the last 12 years were among the 
hottest in the range of data recorded after 1850. Precipitation quantities have 
increased considerably in the northern hemisphere, and in the southern one, drought 
periods have become more frequent. 
The report estimates that, if no measures are taken to reduce greenhouse gas 
emissions, the global average temperature will increase in this century by 1.8 - 4.00C. 
Regarding precipitations, for the period 2090-2099 (compared to 1980-1990), during 
the summer, decreases of 10 - 30% are expected, with greater certainty in southern 
Europe. This rainfall deficit will affect all areas of activity, mainly agriculture, population 
and ecosystems. 
It is foreseen that in the 21st century the dry areas from the higher northern latitudes 
will suffer the most pronounced warming, on the other hand the South Pacific and parts 
of the North Atlantic will be the least affected by this process. 
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The average global warming at the end of the 21st century (2090-2099) compared to 
the current period 1980-1990 is projected to be between 1.80C and 4.000C, depending 
on the greenhouse gas emission scenario considered. 
From the analysis of changes in the average annual temperature in Europe, it is 
expected that, for the period 2020-2029, a warming between 1.00C and 1.50C is 
expected compared to the current period 1980-1990.  
Regarding precipitations, for the period 2090-2099 (compared to 1980-1990) there are 
estimated increases of 5-10% in the winter season, and during the summer, for the 
same period, decreases of 10-30% are expected, with certainty largest in southern 
Europe. 
The increase of resources especially in the deficient areas will accentuate the 
consequences of the lack of water, both at global and regional level, the effects being 
amplified by pollution and inadequate technologies. The rainfall deficit will affect all 
areas of activity, mainly agriculture, population and ecosystems. 
 
1.1. Climate change in Romania 
The climatic data of the last century show a progressive heating of the atmosphere and 
a significant reduction of the amounts of precipitation. At the level of the 20th century, 
the average annual temperature in the country increased by 0.5oC in almost the whole 
country, from a seasonal point of view, with significant warnings especially in the winter 
and summer season. In terms of rainfall, during the period 1901-2000 there was a 
general tendency to decrease the annual amounts of precipitation, after 1960, at the 
same time, an intensification of the precipitation deficit especially in the south of the 
country. 
In Romania, compared to the current period 1980-1990, the same average annual 
heating is expected as that projected for Europe, namely: 

- between 0.5oC and 1.5oC for the period 2020-2029; 
- between 2.0oC and 5.0oC for 2090-2099. 
- from a rainfall point of view, for the period 2090-2099, over 90% of the 

models project droughts pronounced during the summer, especially in the south and 
south-east of the country, with negative deviations from the current period greater than 
20%. 
 
Frequency (%) of dry / rainy years: 

The significance of the 
rainfall regime: 

Frequency (%) of dry / rainy years  
(south and southeast Romania): 

 <350 mm / 
excessively dry 

 351 - 450 mm / 
droughts 

 451 - 600 mm / 
moderate 
droughts 
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1. Meteorological extremes phenomena in romania / 1961 – 2000: 
 

 significant increase of the average summer minimum temperature 
 significant increase of the average of the maximum winter and summer 

temperatures (up to 2oC in S and SE / summer); 
 intensification of the aridity phenomenon in the SE country; 
 increasing the maximum duration of the intervals without precipitation in SV 

(winter) and V (summer); 
 increased annual frequency of very rainy days (the highest 12% daily 

quantities) and extremely rainy (the highest 4% daily quantities) for certain 
regions during 1946-1999; 

 significant increase in the number of days with haze in most regions of the 
country, determined by a tendency to move to spring of the last haze day; 

 decreasing the number of days with snow cover. 
 
 
2. Adapting to climate change 
The climatic data of the last century show a progressive heating of the atmosphere and 
a significant reduction of the amounts of precipitation, elements considered limiting for 
all the specific activities in the agricultural field. 
In the coming decades, the implications of global warming in the industrial economy, 
water supply, agriculture, biodiversity will be very evident. At global level, therefore, 
heating has the effect, increasing the frequency and intensity of extreme events, 
especially drought and floods. The causes that lead to the occurrence of these 
phenomena are obviously related both to the climate, as well as to the human 
interventions, respectively the faulty use of land and water resources, improper 
agricultural practices, deforestation, overweight and, last but not least, air and soil 
pollution. 
Adaptation to climate change will benefit in particular from the experience gained from 
the reaction to extreme climate events, through the implementation of plans to adapt 
and manage the risks of climate change. 
 
 
3. Conclusions: 
Global warming is a real phenomenon and directly influenced by anthropogenic 
activities (influence of human activities is considered the dominant cause of global 
warming since the middle of the 20th century). In the long term, climate change and 
the effects of global warming will worsen. In the past, humanity could have affected the 
Earth's climate from "ignorance", but ignorance can no longer be an excuse today. To 
understand the negative effects of global warming, understanding is required its 
mechanisms, reducing greenhouse gas emissions and adapting human beings 
activities to climate change. Limiting / mitigating the effects of climate change require a 
substantial reduction of greenhouse gas emissions, but also efforts in this direction. It 
is necessary to reduce the emissions of greenhouse gases generated by the industry 
producing electricity at values close to zero. Integrating mitigation and adaptation 
measures to climate change into strategies. Romania's national policies and programs 
will be an important step in its development oriented towards ecological economic 
growth, with low carbon emissions. 
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Abstract: In this paper, a mathematical model is proposed for the analysis of the 
unemployment, that considers the following three variables: number of unemployed, 
number of temporary employed or self-employed and the number of permanent 
employees. The mathematical model is described by a system of differential equations. 
I assume that the movement from unemployed to employee is delayed and there is a 
deferral in the emigration decision of the unemployed too. Numerically, the equilibrium 
point is determined and its stability is investigated. 
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1. Introduction 
Nowadays, the economic crisis and economic inequalities are closely linked to the 
demographic development issues tending to be a permanent concern for most 
countries of the world. All European economies, for instance, are faced with the rapid 
aging process on one hand, and high numbers of young unemployed on the other 
hand. The reasons of young generations’ unemployment range from globalization 
processes and structural changes of the labor market to issues generated by the 
emergence by new, oft times Artificial Intelligence technologies. Hence, governments 
around the world struggle with the negative influences generated by these three major 
issues: unemployment, aging process of the population and inequalities.  
Unemployment has a series of negative economic, social and psychosocial 
consequences. Next to the issue of unemployment, corruption, criminality, and 
migration play a role and have to be controlled as sources of mass discontent, and 
attempts to enter at least the ‘grey’ labor market. In brief, for avoiding social isolation, 
and the loss of a generation or more encapsulating human capital, the numbers of 
unemployed should be reduced, foremost by valorizing education. For approaching the 
above-mentioned issues of migration (Harding, Neamțu, 2018), unemployment 
(Pathan, Bhathawala, 2016), criminality (Sundar et al. 2018), different mathematical 
models have been proposed and developed. 
Misra and Singh (2011) suggested a nonlinear mathematical model of unemployment 
used in earlier studies from 2003 based on Nikolopoulos and Tzanetis, where  in the 
aftermath of a natural disaster they proposed a model for housing allocation for people 
who lost their homes. The model proposed by Nikolopoulos  and Tzanetis (2003) is 
described by a system of ordinary differential equations with three variables: 
nonpermanent employees, employed individuals and jobless individuals. In 2015, 
Pathan and Bhathawala inspired by Misra and Singh (2011) developed a mathematical 
model for better clarification of the unemployment issues, and of the self-employment 
solution. Pathan and Bhathawala (2015) reflected on the following variables: number of 
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jobless persons, number of workingpersons and the number of new vacancies created 
by government interventions. Using the ideas from these papers, I developed a 
mathematical model of unemployment with time delay. The paper is organized as 
follows: Section 2 presents the mathematical model and the numerical simulation is 
carried out in Section 3. Conclusions are given in Section 4. 
 
 
2. Mathematical model 
In this mathematical model, I focused on three variables: number of unemployed 
denoted by , number of temporary employed or self-employed  and the 
number of permanent employees . In this category of unemployed the rate of 
input is denoted by A. The rate of movement from unemployed class to permanent 
employed class is proportional to , and from unemployed to temporary employed or 
self-employed to  The rate of movement from temporary employed or self-employed 
class  to permanent employed class is proportional to . The rate of migration and 
death of the unemployed is denoted by . The total number of permanent jobs 
available is (  - ) and temporary (  - ). The constants  and  represent the 
retirement, migration or mortality rate of temporary/independent and permanent 
employees. Also, employed people can often leave the job or be fired, thus becoming 
unemployed with constant , as well as temporary/self-employed employees with . 
I assume that the movement from unemployed to employee is delayed, but there is a 
delay in the decision emigration of the unemployed too. 
The mathematical model is described by a system of differential equations of the first 
order: 

 
 

(1) 

 

 
Suppose that the movement from unemployment to permanent employment is made 
with a time delay . Moreover, the person's decision to migrate affects the unemployed 
class after a period . 
I am interested in  determining numerically the equilibrium point and its stability. 
 
 
3. Numerical Simulation 
The following values for parameters are considered (Misra et al. 2017): A=65000, 
=0.000025, =0.000015, =0.00001, =25000, =30000, =2, =0.9, =0.8, 

 =0.0009, =0.0008. 
The equilibrium point is given by ( ) where ,  and  are the 
solutions of the algebraic system: 

 
   

 
In the particular case the equilibrium point is:   

. 
If there is no delay, the characteristic equation is: 

=0 
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with the negative solutions: 
 

In this case, in  the neighborhood of the equilibrium point, the system (1) is locally 
asymptotically stable, that is convenient from the economic point of view. 
If there is time delay ( >0), then the critical value of this parameter to switch the 
stability is: 

 
where 

, 2+  
and is the positive solution of 

=0. 
In our case and . For the critical value of the 
time delay the solution of system (1) is oscillatory and it is represented in the following 
figures: 
 
 
 
 
 
 
 
 
 
 
 
Figure 1. The oscillatory orbits (t,x1(t)), (t,x2(t)), (t,x3(t)), for unemployment, temporary 
or self-employed and employment when the bifurcation parameter reaches the critical 
value 
Source: Own processing 
 
In Figure 1 we can notice that when the time of movement from unemployment to 
permanent employment takes a critical value, the number of unemployed, temporary 
employed or self-employed and permanent employees oscilate. This fact is not 
convenient from economic point of view. 
 
 
 
 
 
 
 
 
 
 
Figure 2. The orbits (t,x1(t)), (t,x2(t)), (t,x3(t)), for unemployment, temporary or self-
employed and employment when the bifurcation parameteris less than the critical 
value. 
Source: Own processing 
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In Figure 2 we can notice that when the time of movement from unemployment to 
permanent employment is less than the critical value, the orbits of the system are local 
asymptotically stable. This situation is favorable from economic point of view. 
 
 
4. Conclusion 
The present paper presents a mathematical model with time delay for the analysis of 
unemployment. Three variables are taken into account: number of unemployed, 
number of temporary employed or self-employed and the number of permanent 
employees. The mathematical model is described by a differential system with time 
delay. There is only one positive equilibrium point. The time delay is chosen as 
bifurcation parameter and the critical value is found so that the system is oscillatory in 
the neighborhood of the equilibrium point. For any value less than critical value, the 
system is locally asymptotically stable, that is a favorable situation from economic point 
of view. A more developed qualitative analysis will be done in our future paper.  
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Abstract: Throughout history, Romania has gone through a series of difficult 
economic times. The period after the onset of the economic crisis can be 
characterized by uncertainty, increased inflation and unemployment, massive 
migration to Western countries. Also, Serbia's history has been marked by numerous 
military conflicts that have left their mark on the country's economic development and 
implicitly on the evolution of unemployment. The purpose of this article is to conduct a 
comparative analysis of long-term male unemployment between Romania and Serbia. 
We chose to observe long-term male unemployment because the social implications 
of this phenomenon are major. The period subject to the analysis is that of the year 
before the onset of the economic crisis and of the years preceding it, because then the 
largest fluctuations in the unemployment rate can be observed. The research results 
revealed major discrepancies between these two countries regarding the evolution of 
long-term unemployment among men. 
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1.Introduction  
The non-overlap of the demand with the supply of labor force, numerically, but 
especially structurally, contributes to the emergence of unemployment, as a 
phenomenon with multiple implications on the development of society. The definitions 
attributed to unemployment reveal its complexity and different interpretation. 
”Unemployment  means the existence of a section of the labour force able and willing 
to work but unable to find gainful employment” (Bannock, Baxter, Davis, 2004: 391). 
The International Labor Office defines as unemployed persons between the ages of 
15 and 74 who meet the following criteria: 

 do not have a job; 
 in the conditions of finding a job, they are available to start the activity within 

the next two weeks; 
 have been actively seeking a job for the last four weeks;(National Institute of 

Statistics, 2017) 
As we can see from the definition given by the International Labor Office, in order to 
be classified as unemployed, those persons must be willing to start an active job 
search, assuming that they have registered their applications with the Employment 
Agencies. workforce. Law no. 76/2002, updated in 2019, stipulates that the person 
considered unemployed must meet certain conditions: 

 ”is looking for a job from the age of at least 16 years until the conditions of 
retirement are met; 

 the state of health and the physical and mental capacities make it suitable for 
the provision of work; 
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 does not have a job, does not earn income or obtains, from activities 
authorized according to the law, incomes lower than the value of the reference 
social indicator of unemployment insurance and labor force stimulation, in 
force; 

 it is available to start work in the next period, if a job is to be found; ” (The 
Official Monitor, 2019) 

In the same law previously mentioned the long-term unemployed person is the 
unemployed person, ”for a period of more than 12 months, in the case of persons 
aged at least 25 years and for a period of 6 months, in the case of persons aged 
between 16 years and up to the age of 25” (The Official Monitor, 2019). 
We can see that there is a difference between the lower limit regarding the age of the 
unemployed, while the International Labor Office considers that persons under the age 
of 15 can be classified as unemployed, the legislation in our country mentions that the 
minimum age is 16 years old. Due to this discrepancy in the interpretation of 
unemployment, there may be some differences in the calculation of the number of 
unemployed and the unemployment rate.”Long-term unemployment creates the 
highest economic, psychological, and social costs, both for the unemployed 
themselves and the society as a hole” ( Bernanke, 2004, p. 469). Most of the time, 
people who are in long-term unemployment, having actively failed attempts, multiple in 
order to find a job, are in a state of discouragement, which causes them to give up, 
withdrawing their applications from the agencies for employment or even no renewal 
in certain situations. 
 
 
2. Comparative analysis of long-term male unemployment 
Throughout the period analyzed, unemployment in Serbia registered higher values 
than unemployment in Romania. The maximum values of the unemployment rate in 
the time period under observation were recorded in two consecutive years, 2011 and 
2012. The highest unemployment rate registered in Romania after the onset of the 
world economic crisis was 7.4 percentage points, in 2011, 15.7% lower than in Serbia. 
The highest value of the unemployment rate in Serbia was 24.1%, at the end of 2012, 
17.1 percentage points lower than in Romania. 
 
Table 1: Unemployment rate registered in Romania and Serbia, 2007-2018 

Years Romania Serbia 
2007 6,4 18,1 
2008 5,8 13,8 
2009 6,9 16,3 
2010 7,3 19,4 
2011 7,4 23,1 
2012 7,0 24,1 
2013 7,3 22,3 
2014 6,8 19,4 
2015 6,8 17,8 
2016 5,9 15,4 
2017 4,9 13,6 
2018 4,2 12,8 

Source:National Institute of Statistics, (2007-2018) 
Eurostat, (2019) 
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In 2018, the lowest values of the unemployment rate were registered in both countries. 
In Romania, it was 4.2 percentage points, and in Serbia, 12.8 percentage points. We 
consider that Serbia had for the whole duration of the analysis high values of 
unemployment rate in comparison with Romania due to the adopted monetary and 
fiscal policies and the low wages, which decreased the purchasing power. The 
possibility of investing to create new jobs has diminished due to economic conditions. 
 
Table 2: Comparison of long-term male unemployment rate (persons aged 15-74 
years), Romania and Serbia 

 2007 2012 2013 2014 2015 2016 2017 
Romania 3,6 3,3 3,4 3,1 3,3 3,3 2,4 
Serbia 12,7 18,1 16,0 12,2 10,7 9,6 8,0 
Source: National Institute of Statistics, (2010,2014,2017) 
Eurostat, (2019) 
 
Paradoxically, long-term male unemployment rates in Serbia were lower than those of 
the opposite sex. In 2012, when there was a maximum unemployment rate, the 
difference between the female and male long-term unemployment rates in Serbia was 
1.7 percentage points. In April 2012, the rate of long-term male unemployment was 
19.3%, 1.4% lower than that of women. In October of the same year, the gender gap 
considering the unemployment rate was 2%, the long-term male unemployment rate 
decreased to 16.6% (Statistical Office of the Republic of Serbia , 2012). In 2017, the 
difference narrowed to a level of 0.6 percentage points. In Romania, the opposite is 
true, the rates of long-term female unemployment have been lower than those of the 
male gender, for the entire duration analyzed. Thus, in 2012, the long-term 
unemployment rate was 0.6 percentage points lower than that of unemployed men. 
This factual situation can be explained by observing the results of a study conducted 
in Novi Sad, the second city according to the size criterion in Serbia. Taking into 
account the gender characteristics of serbs, it has been established that men are 
more willing to travel in the interest of service, compared to women, using used cars 
four times more often. This increased flexibility of serbian men contributes to 
increasing the chances of finding a job. (Basarić et al., 2016). 
 

 
Figure 1: Long-term male unemployment rates in Romania and Serbia, 2007-2017 
Source: National Institute of Statistics (2010,2014,2017) 
Eurostat, (2019) 
 
Another study carried out on the Serbian labor market conducted during the year of 
the onset of the economic crisis shows that women were disadvantaged when they 
wanted to change their employment status from unemployed or economically inactive. 
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Although the wages for women were lower than for men, we should take into account 
that the wages base for women was lower compared to that of the opposite sex 
(Blunch, NH. & Sulla, V., 2014). Research carried out in the Serbian labor market from 
1996-2003 shows that the wage inequalities generated by the private sector in which 
male persons are engaged have been reduced with the passage of time. Other 
studies show that Serbian realities have followed the same trend in the coming years 
(Krstić, Litchfield, Reilly, 2007). The labor market in Serbia can be characterized by a 
stable formal sector with higher wages compared to the informal sector. 
Another cause that may explain the high unemployment of serbian women concerns 
the satisfaction of family roles. Andjelovic V. and Vidanovic S. (2014), shows that the 
status offered by the family is important and does not influence the occupational 
status, including those among the unemployed. Thus, men must financially support 
the family, as household managers. 
 
 
3. Conclusion 
The analysis of the data provided by the International Labor Office reveals that the 
evolution of long-term unemployment among men in Romania and Serbia follows an 
oscillating path. It is noted that Serbian men have a high unemployment rate, 
compared to men of Romanian origin. However, the analysis of the unemployment 
rate on the basis of gender in each country, reveals the fact that Serbian women 
occupy the majority share in the long-term unemployment rate in Serbia, and in 
Romania the number of unemployed men is higher than that of women. We consider 
that unemployment is lower among Serbian men, compared to Serbian women due to 
their increased flexibility, the importance that the Serbian people attach to respecting 
family roles, the wage inequalities that favor Serbian men. On the other hand, the 
factors that can explain the fact that the percentage of Romanian unemployed women 
is lower than the men of the same citizenship refers to the fact that they have become 
more independent, the number of women graduating from higher education has 
increased in recent years, as well as the incidence divorces. 
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Abstract: One of the most known game theory model in imperfect competition is 
Cournot model which offer an output equilibrium solution, while Bertrand model, 
advocating for price competition, indicates an equilibrium solution in terms of price. The 
goal of this paper is to analyze a duopoly market where a Cournot behavior is adopted 
by one firm and a Bertrand behaviour by the other one. Both firms survive on the 
market and a stable equilibrium will be manifested if there is sufficient product 
differentiation. In a homogenous products scenario, the Cournot-type firm will produce 
the perfectly competitive output level, the Bertrand-type firm will leave the market, the 
selling price will match the marginal cost and duopoly profit will be zero. Even with just 
one firm on the market, the simple threat of a Bertrand – type potential competitor, 
warrants a very prudential behavior while also further ensuring the perfect competitive 
outcome level.  
 
 
Keywords: Cournot-Bertrand model; product differentiation; oligopoly theory 
 
JEL classification: C72; D01; D43; L13 
 
 
1. Introduction 
The history of oligopoly theory begins with Cournot classic model (1838), who derived 
the Nash equilibrium in a static duopoly game where firms are producing perfectly 
homogeneous goods, choosing also the output level simultaneously, in full awareness 
of the market conditions (demand and price). In equilibrium, the price level gets lower 
than the monopoly case, but higher than marginal cost. Bertrand (1883) analyzed the 
same game as Cournot, but choosing the price strategy instead of output one. He has 
found another Nash equilibrium, where the price is matching the marginal cost and the 
firms profit is zero. These basic models highlight the idea that the choice of price or 
output as strategic variable, in an oligopoly where exists strategic interaction, has a 
huge impact on the Nash equilibrium  
In the last period, an increasing interest on the static Cournot-Bertrand model has been 
noted. As its name suggest, the model consider one firm which competes in terms of 
output (Cournot type) and a second one, competing in price terms (Bertrand type). 
Singh and Vives (1984) prouved that under certain conditions of cost and demand, if 
two firms can choose to compete in price or output, the dominant strategy for both is to 
compete in output rather than price (Cournot model), in substitute products scenario. 
Lately, Häckner (2000), Zanchettin (2006), Arya et al. (2008), and Tremblay et al. 
(2009) explain how exeactly institutional and technological conditions as well as 
demand assymetries can modify firm payoffs, so that optimality will be reflected in 
Bertrand or Cournot-Bertrand model.  
Considerind the wide range of theoretical possibilities, Kreps and Scheinkman (1983) 
affirm that firms decision of competing in output or price terms is lastly an empirical 
question. In the real market, all three behavior’s type (Cournot, Bertrand, and Cournot-
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Bertrand) could be found. Flower producers set quantities, while hotels set prices. In 
the Japanese electronic industry, Panasonic set quantities whilst Sanyo set prices 
(Sato, 1996). Starting from here, any future research on the Cournot-Bertrand model 
will be warranted and could also offer a better understanding of oligopoly markets.  
Tremblay and Tremblay (2011) investigate the Cournot-Bertrand model, interesting 
results emerging from their work: in homogeneous products case, Cournot-type firm 
produces the competitive level of market output, whilst Bertrand-type firm leaves the 
market. The simple threat of a Bertrand-type potential competitor, ensures the perfectly 
competitive outcome, proving the dramatic effect this one can have on the market 
power.  
In the next chapter will be studied the impact of product differentiation degree on a 
Cournot-Bertrand static equilibrium model, beeing highlighted certain interesting 
aspects such as stability, market surviving potential, the product differentiation 
influence on Nash equilibrium theory, etc. The principles of the related mathematic 
model are also described below. 
 
 
2. The model 
The used background present two producers, i and j, competing on the same market, 
establishing simultaneously their own strategies. First one choose to  adopt a Cournot 
behaviour, therefore competing in terms of quantity,whilst the second adopt a Bertrand 
behaviour, competing in price. The common aim is to maximize their own satisfaction 
(profit maximisation), while fully aware of market conditions. 
The products may differ by certain features whilst producers can have a high appetite 
for variety, as per Beath and Katsoulacos (1991). A good example is the real scenario 
of consumer dilemma, where ask to choose to spend some money in a fast – food or in 
a coffee shop. Those one may differ in geographic location, service quality, 
atmosphere and despite the fact that any consumer will always prefer a certain type of 
service over the other one, he decide to try both services in a certain period of time. 
We consider the substitutes products scenario, where above mentioned type of 
differentiation can be translated into a linear demand system, as found in  Dixit 
(1979),Singh & Vives (1984), Beath & Katsoulacos (1991), Imperato et all (2004), 
Tremblay (2011). 
The inverse demand functions are:                             �� = � − �� − ��	                             �2 = � − �2 − ��1   →   
� = � − �� − � ∗ 
� 

where a>0 and d ϵ [0, 1]. If d=1, homogeneous products scenario can be noted whilst 
each one acts as monopolists when d=0. Thus, d is an index, whose value is inversely 
proportional with differentiation degree (if d value increases, differentiation diminishes). 
It reflects the nature of the products as  well, positive values being specific for 
substitute products, negatives values for complements, whilst zero values highlights 
independent products. Demand function for a certain product, decreases in its price, 
but increases/decreases in competitor’s price, in substitute/complement products 
scenario. 
      In our model, the demand system in strategic variables, q1 and p2 is: 

��1 = a − ad + �1 − �2��1 + ��2�2 = = � − �� − �
�       

Costs of production is considered to be linear and identical for both firms c, matching 
also marginal cost. Thus, the profit function for firm i is: �� = ��� − ���� , �∀�� = 1,2 !!!!, � ∈ �0; �� 
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Marginal profit expressions represent the starting point in the best-reply functions 
revealing  

%� ∶  �	 = '+��−�( + ���)*+�,-(       %	 ∶  �	 = �+'	 − (,- 	  
and further to Nash equilibrium values determination: 
 

��∗ = .�� − / − �/� + /0� + 1�� + / − /� − /0�2 − 0/�                           �	∗
= ��2 − � − �	� + ��2 + � − 2�	�4 − 3�	  

 

��∗ = �� − '��� − ��2 − 0/�                                                                                  �	∗ = �� − '��� − � − /��2 − 0/�  

 

��∗ = �� − '���� − /���� − /���2 − 0/���                                                            �	∗ = �� − '���� − � − /���
�2 − 0/���  

 
We further use Dixit’s necessary and sufficient stability condition (1986), in order to 

analyze the Nash equilibrium stability: |�66| > |�66|, 8ℎ:%: �66 = ;�<=;�=�  ��% �6> =
;�<=;?@;?A  , �, B = 1,2!!!! 

⎩⎪⎨
⎪⎧G2�1G�12 > G2�1G�1�2G2�2G�22 > G2�2G�2�1

                  HIIJ �|−2�1 − �2�| > |d| →   ��1 − �2� > � →  2�2 + � − 2 < 0|−2| > |−d|
�L�0;1�HIIJ d ∈ [0; √17 − 14 �  

Conclusion: equilibrium is stable �∀�d ∈ P0; √17−1
4 Q. In other words, in a differentiated 

products scenario, the degree of differentiation must be high enough to assure a stable 
equilibrium (situation shown in Figure 1). 
 

 
Figure 1: Isoprofit and best – reply functions in the Cournot – Bertrand dupoly 

                         Source: own processing                                                  
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We will further analyze the perfectly substitutes products scenario (d=1). 
Therefore�1∗ = �, �2∗ = �, meaning that the selling price will be identical for both 

products, matching also marginal cost. We obtain  �1∗ = � − ', �2∗ = R, so firm 1 
produces the perfectly competitive level of output, whilst firm 2 produces zero output 
(leave the market). However, we can highlight the fact that the perfectly competitive 
market output is identical in Cournot-Bertrand and Bertrand models (�∗ = a − ��.Thus, 
the profit becomes �1∗ = 0, �2∗ = 0, so notwithstanding the output level of both players, 
they win nothing in current scenario. 
Proposition: �1∗ = �2∗ = 1 and �1∗ = � − �, �2∗ =0 defines the only Nash equilibrium. 

Proof: we can consider the general demand system �1 = �1��1, �2�, �2 = �2��1, �2�. 

Demand functions have to be differentiable, each having negative slopes �S?-S,- <
0, S?+S,+ < 0�, products beeing considered substitutes �S?-S?+ > 0, S,+S,- < 0�. If Tpc = perfectly 

competitive output level, we further analyze the following scenarios: 
 �1 > Tpc . Considering the negatively sloped demand function, this level of 

output leads to negative profits for first player (p(�1 > Qpc) < c). In this case, a 
better alternative would be leaving the market  and earn zero profit. 

 �1 < Tpc . At zero output level produced by second player, negative slope 

demand function leads to p(�1 < Qpc) > c. Second player best response in this 

case, would be �2 = p(�1 < Qpc) – ε > c(ε > 0), this scenario offering the 

possibility of earning positive profit (�2 > 0) for both firms. On the other side, �2 > � offer firm’s 1 the opportunity of increasing its production and win extra 

profit,by supplying the entire demand at �2. No residual demand will leave for 
firm 2, a strong enough incentive to further decrease its price; lowering p2 and 
raising �1 actions will continue until �1 = Qpc and �2 = c; 

 �2 < �. Firm 2 earns negative profit, and will decide to leave the market and 
obtain zero profit; 

 �2 > �. As we have already mentioned, firm 1’s best reply to �2 > c is to 

produce all the requested output at p2, such that �1 < Qpc. In return, will 
became profitable for firm 2 to charge a lower price. The process of price 
reducing and output increasing will continue until �1 = Qpc and �2  = c.    

 �1 = Tpc �W� �2 = �. Was already demonstrated that first firm cannot increase 

its profit in �1 ≠ Tpc case, and second one if �2 ≠ � neither. Any action path 

players would choose, would not lead to a higher profit level then the one 
expected from its current strategy, therefore they are not motivated to modify 
the quantity/price triggering the unique Nash equilibrium point. 

All previous analysis highlight the dramatic effect that a potential competitor can induce 
in a market. The threat of a price competitor offering a homogeneous product, ensures 
that a monopolist will behave as a perfectly competitive firm. Briefly, the potential 
competitor totaly eliminates market power. 
We further analyze, via graphical representation, the price/quantity/profit sensitivity to 
the changes in the level of product differentiation (d parameter values) in a Nash 
equilibrium scenario. Customizing parameters a and c (a=90 EUR, c=50 EUR) we 
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gradually increase product homogeneity degree by ratio of 0.05 (from independent 
products scenario (d = 0) to homogeneous products case (d = 1)) 
 

 
Figure 2: Nash equilibrium price evolution (player i)       Figure 3:Nash equilibrium 
price evolution (player j) 
Source: own processing                                                  Source: own processing 
 

 
Figure 4: Nash equilibrium quantity evolution(player i)   Figure 5: Nash equilibrium 
quantity evolution(player j) 
Source: own processing                                                 Source: own processing 
 

 
Figure 6: Nash equilibrium profit evolution(player i)        Figure 7: Nash equilibrium 
profit evolution(player j) 
Source: own processing                                                 Source: own processing 
 
 
3. Conclusions: 
In independent products scenario (d = 0), a and c coefficients are matching, following 
different trendlines as the level of products differentiation decreases, although in both 
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cases their sum remains unitary, as 
�−/−�/�+/0

Y)Z/� + 	[()/�−/0
Y)0/� = �−/−/�

Y)Z/� +
�+/−�/�

Y)Z/� = 1. As a>c, we assist at the gradual price decrease, from 70 EUR 

average value of  a and c, down to marginal cost level of 50 EUR;  
 As for the quantities triggering the equilibrium scenario, two different 
behaviours can be observed in (0;1) interval. First player output level will decrease 
slowly from its initial value of  20 EUR ( tangible in independent good situation), down 

to 18,16 EUR, as long as the product differentiation degree is not higher than 
\)	√\Z ≈

0,37 ; once d value enters in P\)	√\Z ; 1^ area, the trend will become ascending, 

triggering  the perfectly competitive output level of 40 EUR in the absence of product 
differentiation. The explanation is also mathematical, referring to the fact that for �∗_ =
− �`)a��Z/�)�	([Y�

�Y)Z/��+  the unique critical point (also minimum point) beeing previously 

mentioned. The second player will gradually decrease his output level down to zero 
value, once the product homogenity degree starts to increase, the downward trend 
mentaining in all [0;1] area. 
 Profits for equilibrium scenario follow a downward trend, from 0.25 (a-c)2 
down to zero value in homogeneous products scenario. Math principles, offer one 
more time the key of this behaviour’s understanding, as ��∗b =
)	�c)d�+�	)*�eY)0/�feg/0−h/�−2/+2f

eY)Z/�f+ , �	∗b =

 )	�c)d�+i�+����−�Q�2−0/���0/�−2/+2�
eY)Z/�f+ , strictly negative expression reflecting 

decreasing functions. Moreover the graphical analyse highlights the decreasing trend 
of profits, from 400 EUR down to the breakeven point (zero profit). 
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Abstract: The current state of the labor market is influenced not only by the 
demographic decline of the population, but also by the educational society. It´s the 
education of society that is related to the education achieved, which should be adapted 
to the needs of the labor market. To examine the impact of education on the labor 
market, it is important to assess the effectiveness of the institutions that prepare pupils 
for a career. In this article we focus on secondary schools, whose education reaches 
60% of the population of Slovakia. The subject of the research is the effectiveness of 
selected secondary schools, evaluated by the method of standardized variable and 
integral indicator. The object of the research is 10 Business Academies, with pupils 
aged 15-19 years old, established in the Banská Bystrica and Žilina self-governing 
regions. In the article we use data collected for the school years 2013/2014 - 
2017/2018. The aim is to evaluate the effectiveness of secondary schools as 
institutions preparing graduates for the labor market.  
 
 
Keywords: Education, Secondary Schools, Effectiveness, Labor Market 
 
JEL: I21 
 
 
1. Introduction 
From a microeconomic point, the labor market is affected by several factors (Holman 
2001). The supply side of the labor market is influenced by the education and 
qualification of the population. On the demand side the need for a skilled workforce 
(EuroActive, 2007). Research on the educational structure of the Slovak population 
has shown that the share of secondary educated people is 60% (Lauko et al., 2012).  
Effectiveness can be identified as a purposeful work effort, etc. a measure of achieving 
the set goals (Gilbert, Coté, 2009). This indicator determines whether the organization 
adequately prepares pupils for practice. Suitable indicators were designed according to 
Hronec (2017) and consulted with professional public. The results of the semi-
structured interviews are presented in the analytical part of the article. 
We measure effectiveness of 10 Business Academies with pupils aged 15-19 years 
and they are established in the Banská Bystrica and Žilina self-governing regions. The 
curriculum of the Business Academy is carried out during a 4-year study and is 
focused on vocational training for economic, marketing, work in tourism, etc. 
(Šlosarová et al., 2002). 
 
 
2. Materials and Methods  
In terms of methodological construction the research is divided into 4 stages. In the 
first stage, we carry out primary research with members of the professional public 
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consisting of directors, representatives and economic workers of secondary schools 
and former graduates by the method of semi-structured interview for qualitative 
research (Miovsky, 2006, Hendl, 2016). Chart 1 shows the results of the semi-
structured interviews. The result is the identification of suitable indicators to measure 
the effectiveness of schools.  

 
 
Chart 1 Appropriate indicators for measuring effectiveness according to 
professional public (in points)  
Source: Own processing based on the results of semi-structured interviews (2019) 
 
The second stage is collection of panel data for the school years 2013/2014 - 
2017/2018 from Internal Reports and Annual Evaluation of Secondary Schools. The 
third stage includes analytical data processing. We use part of multicriterial analysis, 
namely standardized variable (Plazibat, Babic, 1998). In the first step, we calculate the 
arithmetic mean, standard deviations for each performance indicator. In the second 
step, we subtract the arithmetic mean from the original indicator values and divide the 
value by the standard deviation. To fill in the missing data, we replace the missing 
value of the indicator with the worst measured value in the given year. The overall 
effectiveness is expressed by an integral indicator according to the formula (Sabol, 
Tkáč, 2012):  

�6 = j k6> ∗ �>l
6m�j �>l

6m�
 

Where:  
uij - the Value of the j-th Indicator in the i-th Subject,  
pj - Weight of j-th Indicator 
In interpreting the results, we consider the best subject to be the most effective 
indicator of effectiveness. In the fourth stage we propose measures for better 
employment of secondary school graduates in the labor market. The findings are 
presented in the research results. 
 
 
3. Research Results 
The highest average effectiveness in the monitored school years was achieved by the 
Business Academy in Dolný Kubín, which effectiveness reaches 88.6% level, 
presented in Table 1. The result reflects the long-term excellent results of students 
from the school-leaving examination as well as the average grade in the third year of 
study. The above-mentioned academy also shows a high proportion of graduates on 
the labor market after graduation. Given the overall relative change, we can assume an 
increase in effectiveness to 94.6% (statistical deviation is 25.5%) in next school year. 
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In second place was the Business Academy in Lučenec. However, the average 
outcome of the Academy in Lučenec is 75% lower than the first. The reason for the 
placement is the slippage of the average results of the school-leaving examination in 
the school year 2014/2015. In the last reference year, 46 graduates actually worked in 
the labor market. 
 
Table 1  Indicator of Effectiveness of Business Academies in monitored periods 

Source: Own processing based on Internal Reports of selected secondary schools 
(2019) 
 
The lowest result was recorded in the Banská Bystrica self-governing region in the 
Business Academy in Rimavská Sobota.The reason for this result is the high absence 
of pupils, the lack of interest of parents, which affects the evaluation and results at 
school. The location of the Academy is also influenced by the socio-economic aspect - 
a high proportion of pupils from socially disadvantaged groups and a lack of jobs for 
graduates in the professional field of labor market. 
Chart 2 shows the average effectiveness of selected secondary schools in the both  
self-governing region. We can see that during the first periods the effectiveness 
indicator increased in Žilina self-governing region. However, at the present it reaches 
negative values, academies are not sufficiently effective, pupils do not achieve 
sufficient results, which is also reflected in their application in the labor market. The 
reason for this situation is, according to Internal Reports, low internal motivation of 
pupils to learn, poor knowledge preparation at the beginning of their studies, but also 
low level of foreign-language competences. Effectiveness in this region decreased by 
15.62% annually, we expect in the next school year -0.124 (statistical deviation is 
0.042) average effectiveness. 

Žilina self-governing region 
Name of School/ 

School Year 2013/2014 2014/2015 2015/2016 2016/2017 2017/2018 Average 

BA in Liptovský 
Mikuláš -0.636 -0.537 -0.355 0.053 0.269 -0.241 

BA in Dolný Kubín 0.587 1.231 0.724 1.028 0.860 0.886 
BA in Žilina -0.549 0.148 0.395 -0.495 -1.074 -0.315 

BA in Ružomberok -0.179 0.184 0.066 0.545 0.396 0.202 
BA in Čadca 0.021 -1.082 -0.278 -1.121 0.165 -0.459 
BA in Martin 0.756 0.055 -0.552 -0.350 -0.616 -0.141 

Banská Bystrica self-governing region 
Name of School/ 

School Year 2013/2014 2014/2015 2015/2016 2016/2017 2017/2018 Average 

BA in Banská Bystrica -0.707 0.908 -0.707 0.137 -0.015 -0.077 
BA in Brezno -0.707 -0.988 -0.707 0.522 0.157 -0.345 

BA in Rimavská 
Sobota -0.707 -0.655 -0.236 -0.921 -0.289 -0.562 

BA in Lučenec 0.707 -0.254 0.236 0.263 0.147 0.220 
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Chart 2 Average result of the Effectiveness of Business Academies in Banska Bystrica 
self-governing region and Žilina self-governing region in monitored periods 
Source: Own processing (2019) 
Average results in the Banská Bystrica self-governing region shows, that effectiveness 
of academies is slightly increasing, but is still below positive levels. It follows that the 
readiness of pupils to enter the labor market on the basis of monitored indicators is 
insufficient. Forecasting effectiveness for the next school year through annual change 
it will be 2.24% higher, so it means, it reaches -0.043 value of effectiveness (statistical 
deviation is 0.016). 
 
 
4. Conclusion 
The article focuses on measuring the effectiveness of secondary schools preparing 
their graduates to enter the labor market. We find that the effectiveness of monitored 
Business Academies in two self-governing regions has a decreasing tendency over 
time. Thus, insufficient preparation of graduates for the labor market. The results of the 
Business Academy in Dolný Kubín and the Business Academy in Lučenec in the 
monitored periods are positively evaluated.  
On the labor market demand side, there is low number of jobs in the professional field, 
which is related to decreasing number of graduates. On the labor supply side, we 
perceive negatively low foreign-language competence of graduates, low motivation to 
educate, but also various socio-economic aspects in the regions. As a solution we 
advise Business Academies to cooperate with local companies to create jobs for 
graduates, to motivate them to study at university or to offer them the possibility to try 
out graduate practice. 
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Abstract: The development of civilization contributes to deeper and deeper economic, 
social and cultural transformations, which translates into an increase in the number of 
interdisciplinary research concerning this process, affecting the formation of classical 
measures of health condition. Just like the morbidity (mortality) itself, its research 
continues to evolve. The paper presents a short review of quantitative statistical 
methods used by researchers to investigate the problem of morbidity (mortality) in 
terms of searching for determining factors independent of the geolocation of a given 
population. The literature on the subject presents analyses of relations between the 
level of socio-economic development of the country, the amount and structure of 
health care expenditures and the effects of the health care system functioning, 
expressed with the use of various epidemiological indicators, which is presented in 
this paper. Population health, as an economic category, is complex, which makes it 
difficult to measure.   
 
 
Keywords: Financing of the health care system, Spatial analysis of deaths, Panel 
tests 
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The primary purpose of this article is to present the variety of factors that cause 
diseases and affect mortality. In the literature on the subject, where a separate group 
consists of socioeconomic studies of the determinants of the health condition of the 
population, the studies should be quoted: R. Wilkinson (1986), devoted to the 
relationship between population income and mortality, as well as the monograph by M. 
Marmot, R. and Wilkinson (2003) Social Determinants of Health. The Solid Facts, in 
which the authors deal with the impact of the socio-economic environment on chronic 
non-communicable diseases, as well as the impact of poverty, social inequalities and 
unemployment on the health of the population, including the health of the inhabitants 
of Central and Eastern Europe. In the group of empirical studies the following studies 
should be noted: J. M. Kostrzewski (1979), devoted to the assessment of the health 
situation of Poland in the context of the global situation, J. Klanecki on the spatial 
diversification of infant mortality in Poland in the system of communes in 1982-1984, 
H. Powęska (1990) describing the spatial accessibility of medical services in the 
suburban zone of Warsaw, B. Klanecki on the spatial diversification of infant mortality 
in Poland in the years 1982-1984, H. Powęska (1990) describing the spatial 
accessibility of medical services in the suburban zone of Warsaw. Pułaska-Turina 
(1990) on spatial diversification of mortality in Poland, G. Kaczorowski (1992) on the 
causes of male mortality in Poland in the years 1960-1989, and K. Warakomska 
(1993) on the analysis of spatial diversification of rural population deaths in Poland in 
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relation to its age structure. Despite the interdisciplinarity of morbidity and mortality 
among researchers in order to find factors determining these medical categories, the 
key element in the early 21st century is technological growth, which translates into 
increasingly sophisticated computational methods (more complex econometric models 
and more extensive data sets). This does not mean that current research in the 
literature on the subject gives more unambiguous answers than 40 years ago. The 
use of panel research in spatial terms has its origins in medical geography in which, 
as shown by Pantylej W. (2008) from among many currents, spatial modelling is used 
in the mathematical-statistical current concentrating on searching for integral 
indicators (measures) of the health condition of the population, health determinants, 
as well as the economic value of health and life of the population. A special place 
within this direction of research is occupied by the problem of determining the 
significance of the influence of particular conditions, statistically measurable, on the 
health condition of the population of specific areas. As well as in the socio-economic 
current analysing the influence of socio-economic factors (including wealth, 
unemployment, working conditions and other factors) on the state of health of the 
population. From this point of view, it seems necessary for the countries undergoing 
intensive social and economic transformations to examine the influence of the 
directions, scale and effects of these transformations, as well as reforms in the field of 
health care on the health condition of the population. It should be noted, however, that 
the above trends do not exhaust all those in which models for large communities and 
over time are used. 
In order to assess health status at the macroeconomic level, the construction of a 
health measure using the Multiple Indicator Multiple Causes (MIMIC) model may be a 
useful tool. The MIMIC model is a class of structural equation patterns that enable the 
estimation of models with hidden variables. A review of existing studies shows that the 
use of the MIMIC model for regional health assessment has strong theoretical 
rationale. It is based on the notion of the MIMIC-HSI health model of the 1970s. It 
should not be confused with the MIMIC (Multiple Indicator Multiple Causes) model in 
the class of equation patterns. MIMIC-HSI models, referred to in the literature as 
Health Status Index Models, are multi-equivalent econometric models with a hidden 
variable (HSI). They describe health, which is an unobservable variable, indirectly 
through its determinants and health indicators. 
An interesting approach is presented in the article „Measuring population ageing: an 
analysis of the Global Burden of Disease Study 2017” From the perspective of 
improving the measurement of population ageing, this novel measure supports the 
comparison of the progression of population ageing across countries and over time 
without the need for additional and extensive data collection. It also facilitates the shift 
from thinking not just about chronological age but the health status and disease 
severity of ageing populations. 
Another example of an approach to the study of morbidity is the research 
„Epidemiological transition in morbidity: 10-year data from emergency consultations in 
Dakar, Senegal” where the authors using disease morbidity data over a decade in an 
emergency medicine setting, have for the first time examined the epidemiological 
transition in a large Sub-Saharan African city. These data suggest a need for a 
focused reorientation of healthcare policy to combat the rising burden of non-
communicable disease in Sub-Saharan Africa 
In order to assess the state of health at the macroeconomic level, Jaworska R. (2013) 
used the MIMIC (Multiple Indicator Multiple Causes) model in its study, where the 
methodology was based on the use of structural equation (SEM) models, which made 
it possible to estimate types with hidden variables. The regions of the EU-25 were the 
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spatial scope of the study. After removing outliers, i.e. regions where the values of 
variables differed significantly from those of the others, 233 EU regions (NUTS 2) 
qualified for the survey. On the basis of the survey, hypotheses on the influence of 
economic and social factors on the health of the population were confirmed. Among 
the variables determining the state of public health measured by the indicators: infant 
mortality and life expectancy, GDP per capita describing the economic situation in the 
region, the number of physicians per 100,000 inhabitants describing the standard of 
health care and population density turned out to be significant. Moreover, the results 
confirmed that the health status of the examined regions of the EU is spatially 
diversified. 
 
Research of morbidity include studies on spatial models for the use of healthcare 
infrastructure as a factor in preventing severe illness. The study "Homogeneous and 
multifunctional spatial models for the use of health centres for children with fever in 
the Kenyan coastal region" points out that precise quantification of the use of health 
services is important for the assessment of disease burden and allocation of medical 
resources. Current approaches to mapping the use of health infrastructure depend on 
spacious availability as a predicator. However, other social, demographic and 
economic factors may influence the use of medical services. Excluding these 
elements may lead to an underestimation of the use of before mentioned devices. At 
this point we compare the accuracy of a one-dimensional spatial model, developed 
from travel time estimates only, to a multi-dimensional model that also includes 
relevant social, demographic and economic factors. Research has shown that the 
best-fitting multidimensional model included travel time, household wealth index and 
the number of children in households as predictive indicators. These factors reduced 
the BIC of the time model from 4008 to 2959, which was confirmed by the LRT test. 
Although there was a high correlation between the two modelled probability areas (Adj 
R 2 = 88%), the multidimensional model had a better AUC compared to the one-way 
model; 0.83 compared to 0.73 and PCP 0.61 compared to 0.45. 
An interesting approach to the issues convergent with morbidity can be found in the 
study by R.D. Burns, where the links between the results of fitness and health tests 
were examined among students using the method of hierarchical cluster analysis. The 
aim of this study was to attempt to group the results of health fitness tests in students 
by applying hierarchical cluster analysis and cluster grouping based on measures of 
body composition, cardiopulmonary endurance and muscular fitness. The results gave 
six clusters, each of which is defined by a unique phenotype of efficiency (a set of 
observable functional features), which differed in frequency of occurrence. Since a 
cluster solution has been validated on the basis of % BF assessed by DXA, measured 
VO2 peak and results in l-RM extrusion, it may be useful under practical and research 
conditions. 
In the paper "Spatial variability of excess mortality during prolonged dust events in a 
highdensity city: a time-stratified spatial regression approach" the authors investigated 
the influence of air pollution as an indicator of increased mortality. The study used the 
spatial regression approach to estimate mortality at county level during two extreme 
pollination episodes in Hong Kong. Spacious and non-stationary designs were 
compared to assess the ability of each regression to estimate mortality. Long-term 
pollination was also compared with episodes of short-term, also the intensive 
pollination was investigated to determine the impact of social factors on city-wide 
mortality. The authors have shown that their type illustrates the ability to predict the 
spatial variability of death threats during extreme weather events that cannot be 
estimated from traditional time series analysis or ecological studies. The spatial model 



128 

 

developed can be used to monitor public health, sustainable development or disaster 
preparedness, if appropriate data is available.  
Another example of an approach to the study of morbidity is the treatise "Spatial 
identification of potential health hazards: a systematic areal search approach" in which 
the authors took into account the spatial identification of potential threats to human 
health. The authors assumed that in large metropolitan areas there are often 
numerous morbidity outbreaks. However, the identification of specific health threats 
associated with the observed diseases is not always easy. This study suggests an 
empirical approach to identifying the specific health threats most likely to be 
associated with the observed outbreaks. The percentage of reduction of the disease 
effect of a particular health threat is observed. For this purpose, gradients of distance 
distribution in alternative locations were estimated and these locations were then 
indicated based on the strength of association between the observed morbidity and 
the weighted proximacy of the wind direction to these locations. Both theoretical 
examples and a case study of Greater Haifa Metropolitan Area (GHMA) in Israel, 
which is characterised by many health risks, were used to confirm this approach. The 
proposed approach did not require extensive input and can be used as an initial risk 
assessment tool for a wide range of environmental variables, helping to identify 
potential environmental risk factors for population morbidity. This path can greatly 
simplify the selection of factors and their weights in spatial modelling that would 
address morbidity.   
In the latest literature on morbidity (mortality) research, the authors pay close attention 
to elements that would have gone unnoticed a few years ago. It should be pointed out 
that the latest trend in morbidity and mortality research could be based on information 
collected in real time by applications on smartphones or smart watches. This situation, 
given the huge availability or habit of using mobile devices, does not necessarily have 
to be too distant. In conclusion it is safe to state a fact that it would be "almost" 
impossible to cover 100% of the population with a survey, but using such a way of 
collecting data in a certain reference group can bring many benefits, that in longer run 
could shed lights on yet underdevelped studies. 
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Abstract: With the advancement of economic development state’s functions are no 
longer limited to its public acts (jus imperii). It is treated as private in its commercial 
transactions (jus gestonis). The sovereign assets having or used for commercial 
purposes are subjected to execution by private judgment creditors. The literature on 
economic analysis of property rights defined ownership based on exclusivity and 
enforceability from the perspective of the holders’ rights. As the strict divorce of 
economic and legal aspects of the property is neither possible nor desirable, this paper 
scrutinizes the sovereign assets in terms of its enforceability considering their 
attribution and the holding instead of ownership for execution. It questions how the 
court applies the economic analysis of ownership and the attribution to decide if the 
assets are enforceable for private claims. Unlike private ownership, the enforceability 
of sovereign assets and its cost efficiency are complex and unique. The approach 
toward sovereign assets varies under the question of the third-party state where the 
assets are located and attempted for execution. Given the current inconsistent 
reasoning even in the same class of properties, this literature opens the opportunity to 
work deeper on-court practices in law and economics.   
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1. Introduction  
With the economic advancement of the European Union, its member states are getting 
involved with private functions to cope with the pace of economic development and the 
individuals are also getting involved in commercial transactions with other states. 
These extended functions are complex and closely overlapped with the activities of any 
private persons. States do not enjoy absolute sovereign immunity from jurisdiction and 
its assets from execution for its private act. The private party can apply to the court for 
enforcement of the judgment against sovereign assets which requires the definition of 
the sovereign ownership and its distinction from the public assets for the question of 
enforceability. Thus, the domestic courts of the EU states deal with the execution 
cases against the sovereign assets, brought by private creditors. Such as in the case 
of Sedelmayer v. Russia, the US company owned by the German citizen brought a 
case before the court in Cologne, Germany to confiscate the payment of Lufthansa to 
be made for overflights of Russian airspace. The experience of Greece debt crisis 
illustrates the threat of vulture fund litigations to the economic development of the EU 
(Munevar, 2017). In fear of prolonged litigation fight, Greece paid off the vultures 
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(Mohamadieh, 2015).  Report of the World Bank says the vulture fund litigations 
severely affect the debt relief capacity of the debtor state and IMF estimates the claims 
of vultures are 12-13% of a state’s GDP.   
 
The cost-efficiency of the rights closely depends on the institutions and their force 
applied to define and enforce the rights of the owner. Thus, the application of economic 
analysis of ownership and property rights by court hereby invariably matters for 
efficient enforcement. The majority of the forums decide the questions of immunity 
considering two issues: ownership of assets and its attribution. The sovereign 
ownership makes the asset entitled to immunity whereas the commercial use of the 
assets acts as an exception to the immunity rules.  
This paper is divided into three major parts starting with the economic analysis of 
property rights and followed by the tension between the owner of the property and the 
holder thereof. The third part concentrates on the questions of attribution of sovereign 
assets against its liability owed to private judgment creditors.  
 
 
2. The literature on Property Rights 
There are two approaches to define the ownership of assets. The older approach 
defines ownership from the question of who owns the assets whereas the new 
approach to property rights questions why ownership matters instead of who owns an 
asset because the literature claims ownership is enforceable perfectly and costlessly 
(Brosseau and Fares (1998) and Foss & Foss (2000)). This chapter scrutinizes the 
sovereign assets in the model of economic analysis.   
Coase (1960) examined the economic implication of allocation of liability rights as a 
part of property rights along with the other external factors implying the value of the 
property. He defined a property, not as physical property, but a bundle of rights and 
private ownership means the entitlement to exercise these rights including the income 
rights, right to enjoyment, right to assignment subject to the legal restrictions and ability 
of the owner to exclude others. The challenge in this theorem is the assumption of zero 
transaction costs. Coase relaxes the assumption on transaction costs to see the 
correlation of allocation of use rights, although the extent of such relaxation is left in a 
vacuum (Foss & Foss, 2001). Among the so-called 'bundle rights', Demsetz (1988) 
emphasized exclusivity and alienability as two core rights in the bundle of property 
rights. Another defined ownership of property rights as exclusively enforceable through 
legal and non-legal institutions (Umbeck, 1981).  On the other hand, the new approach 
to property rights interprets the specific right to control obtained through contractual 
arrangement whereas the residual right to control is achieved by legal ownership (Hart, 
1996). This notion of ownership significantly depends on the institution for enforcement 
of both the contractually and legally derived rights. A private entity qualifies as owner 
with the extent of exclusivity for enforcement whereas the sovereign assets require 
exclusive use or purpose to qualify as private assets available for execution. Thus, for 
both legal and economic definitions of property rights of the sovereign, the holder of 
the assets and its use are relevant issues before the court.  
 
 
3. Typology of Owner and Holder  
The private ownership is also defined with economic consideration of the so-called 
'bundle' property rights. However, for sovereign assets, the assets may be held by the 
instrumentality but enjoyed by state organ or vice-versa although the control rights are 
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relevant to both cases to a certain extent. An entity holds the assets in questions 
exercising sovereign power or on behalf of other sovereign authority (known as state 
instrumentality). In the question of sovereign assets for the execution of its liability, the 
first issue comes before the court if the entity holding the assets is sovereign or not. 
Although the question seems a legal one, the court uses the same 'control' theory to 
determine whether the assets should be treated as sovereign for immunity. The control 
over the assets and decision of using it makes the holder owner of the asset. In the 
case of Dole v. Patrickson, even though the assets were in the control of the institution, 
but the governance of the institution was in control of the state, thus, the assets were 
held as sovereign. However, there are dissenting opinions of the other forums where 
governance was not considered as a triggering point for deciding the ownership. For 
illustrations, in Bank of China vs. Chan, the court rejected the argument of taking the 
asset of Bank of China as the assets of the People’s Republic of China given the 
separate legal entity of the bank. In In re China Oil and Gas Pipeline Bureau, U.S. 
Titan, Inc. v. Guangzhou Zhen Hua Shipping Co. Ltd., and BP Chemicals Ltd. v. 
Jiangsu Sopo Corp., the entities were held as separate from the sovereign and entitled 
to hold their assets distinct from the sovereign entity. As the above illustrations show, a 
dilemma exists in the application of control theory in determining the owner of the 
assets. The second question is the use of the assets. Thus, attribution plays a major 
role in the enforcement of sovereign assets instead of the asset itself. 
 
 
4. Attribution of the Assets 
Attribution is the possible uses and purpose of uses of the assets (Foss & Foss, 2001). 
Barzel advocated for the attribution of assets instead of the asset itself in the economic 
analysis of ownership (Barzel 1994). He distinguished the legal and the economic 
perspective of ownership as the legal concentrates on the rights recognized and 
enforceable in law and the economic notion refers to the alternative uses of the same 
assets, controlled by the holder. In the cases of execution against the sovereign 
assets, the court not only relies on the legal definition of ownership and possessor but 
also the nature of the use of the assets. In the case of AF-CAP INC. v. the Republic of 
Congo, the fact of direct payment of 51% of taxes and royalties from a particular 
source to a creditor of Congo for settlement of its debt made the court decide the 
assets as commercial and thus subjected to execution by other creditors subsequently. 
Thus, here the attribution of the taxes and royalty despite their public nature triggered 
the assets as commercial and hence subjected to execution by private judgment 
creditors for the liability of the owner of the assets. The court reasoned that although 
the exceptional and single commercial use did not turn the use of the property into a 
commercial one, the continuity, extension, and value of that one-time commercial 
transaction was material to determine the use of the property. The debt settlement with 
NUFI amounted to USD 26,000,000 and continued for eleven years. The Federal court 
observed, “Such a continuing, extended and monetarily significant use is neither 
exceptional nor de minimis.” The proposed use of these taxes and royalties by Congo 
for another commercial debt even though did not use in actual, also supported the 
stand that these taxes and royalties were not contemplated as sovereign assets to be 
used  exclusively for its public acts but assets available for any use as Congo found 
appropriate, thus, made the nature of the assets commercial.  
The court further stated in its reasoning to dismiss the connection in case such 
connection disrupts the public act of the state i.e. jus imperii. The court rejected 
Congo's argument of the place of payment because the use of assets is in question but 
not the source of the assets. Concerning the NUFI settlement, with a similar 
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arrangement of taxes and royalties, Congo permitted the pay 50% of the taxes in cash 
and directly to the first creditor from the garnishee. Thus, the claim of the location of 
taxes in Congo was not accepted by the court. Another reason for rejection was that 
the subsequent assignee did not ask for attachment but garnishment from the 
garnishee with a similar arrangement of the first settlement.  
 
 
5. Conclusion  
The new approach to property rights concentrates on “why it matters who owns the 
property”, this question answers the sovereign assets also. The court interpreted the 
indirect control as a trait of ownership. However, inconsistent judgments make the 
conjunction of law and economics fragile. The issue of attribution has comparatively 
settled footing. However, the paper posed the application of economic analysis of 
property rights by the court in granting sovereign immunities. The decision of sovereign 
immunities relies on two issues: if the assets are owned by the sovereign and secondly 
if the assets are used for commercial purposes. Given the above discussion, the first 
issue is closely dealt with from the legal perspective and the decisions are not uniform. 
On the other hand, the use of assets is based on the economic analysis approach. 
Deeper work needs to be done to examine the uniformity regarding the assets as the 
analysis of ownership and the attribution is more context-specific.  The enforceability 
also varies according to the approach taken by the courts in deciding the sovereign 
immunity questions.  
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Abstract: In the 21st century transportation became one most the most important 
aspects of our life. People use a lot of ways of travelling to go work or have fun. 
Nowadays, the most popular innovations are electric cars. For this green solution 
critical raw materials are needed. Production of a lithium-ion battery requires a wide 
scale of elements and materials, like cobalt. There are several reasons that cobalt is 
one of the most important elements. Due to technological improvements in battery 
production, new types and solutions will become available in the next decade. One of 
the most anticipated technological developments is the solid battery. Attempts are 
being made to eliminate cobalt from the production process. An other pessimistic 
survey from DERA shows that cobalt consumption in the area of e-mobility will likely 
increase. In summary, critical materials have a serious effect on transportation, and we 
examined the past, present and the future.   
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1. Introduction 
In the 21st century transportation became one most the most important aspects of our 
life. People use a lot of ways of travelling to go work or have fun. Therefore, wide scale 
of products transported by countries or companies across planet Earth. The history of 
transportation began in ancient times, but it became even more important in the last 
three hundred years. During these centuries, many means of transportation were 
created and developed, like trains, airplanes and ships. Moreover, there is a tendency 
for all possible transportation technologies to evolve to a higher level at an ever faster 
pace. Nowadays, the most popular innovations are electric cars. For this green solution 
some essential things are needed, called critical elements or critical raw materials, 
such as graphite and cobalt. Several other critical raw materials are necessary in the 
production of automobile components, as listed in Figure 1. In other transportation 
systems, the tendency is the same. 
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Figure 1. Critical elements used in various components of a modern motor vehicle 
Source: Universiteit Leiden 
 
The ranking of critical materials is influenced by technological improvements day by 
day, so the list of these elements continuously changes. The European Committee 
created surveys in 2011, 2014 and 2017 of materials to be monitored on its list of 
critical elements. Based on the survey results, elements labeled critical elements are 
those that have high significance for the economy and that have high supply risks . 
 
 
2. Electric cars and cobalt 
What is an electric car? The Answer is so simple: a car whose powertrain is operated 
by an electric engine. When do you think the first electric car was designed? The first 
electrically powered car was built in the late nineteenth century. In present times the 
most popular pioneer of this technology is Tesla. This company started the mass 
production of electric cars in 2008. Tesla cars use lithium-ion batteries to store electric 
charges. Electric cars are spreading fast due to their zero local carbon-dioxide 
emissions. As is visible in Figure 2, the number of electric cars has increased 
dramatically in Hungary, but in spite of this increase, the rate of electric cars was only 
0.06 percent of vehicles on the road in 2017. 
 

 
Figure 2. : The number of electrical vehicles registered in Hungary, 2012–2017 
Source: Eurostat 
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Other countries are experiencing a similar trend. But the number of electric cars for 
example in Norway and in Japan is significantly higher than in Hungary. Norway is 
paying close attention to this green solution. 
Production of a lithium-ion battery requires a wide scale of elements and materials, like 
lithium, cobalt, nickel, graphite, aluminium and copper. Many of these elements appear 
on the 2017 critical materials list of the European Committee. One of the most critical 
elements is cobalt. There are several reasons that cobalt is one of the most important 
elements. One reason is that the main supplier is the politically instable the Democratic 
Republic of the Congo. Another is that cobalt is mined as a by-product.  
Due to technological improvements in battery production, new types and solutions will 
become available in the next decade. One of the most anticipated technological 
developments is the solid battery. It is important to highlight that the base material of 
this improvement is lithium. Attempts are being made to eliminate cobalt from the 
production process due to the problems mentioned above. 
 
 
3. What is the future? 
In 2013 and 2014 PwC made a study about the future of electric cars. In economic 
terms, the use of electric cars has both benefits and costs. The first of these is the 
group of different financial incentives, which in the case of the EU is about 5000 
EUR/car, which may include tax breaks and free parking. In order for electric cars to 
become more and more popular, it is necessary to build an appropriate charging 
station infrastructure; the total cost for this could be close to EUR 120 million. As we 
mentioned, the use of electric cars may be generate tax benefits, and since these 
vehicles do not require petrol or gas oil, the tax and revenue from these products is 
expected to decrease. The last measurable factor is the CO2 emissions. The local 
emissions of electric cars are zero, so CO2 emissions are expected to decrease; this 
means that the unnecessary CO2 quota can be sold.  
Many people see one of the biggest disadvantages to electric cars as its low operating 
range. Another problem is the fact that after its battery is discharged, a lot of time is 
required for recharging. Battery researchers are focusing on extending the operating 
range of cars, increasing the capacity of batteries and reducing the charging time. The 
design of the future by one automotive factory is production of a car with a 640 km 
operating range and a charging time of nine minutes. If this dream comes true, it 
means the next step of life of electric cars, because it makes them a sustainable 
solution to replace traditional cars. Prototypes are expected to be available at the 
beginning of 2021. The final problem is the price; the cost of such an electric car is 
around  USD 100,000. In spite of the price, forecasts show the market share of electric 
cars is expected to grow several times higher than the 2017 figure of under 5% in the 
next 10 years. 
A pessimistic survey from DERA shows that cobalt consumption in the area of e-
mobility will likely increase from 8.2% to 26% by 2026 and 55% of this consumption will 
be used in battery production. According to another survey from Bloomberg, 
consumption of materials like cobalt, graphite and lithium will increase from less than 
1,000,000 metric tons in 2018 to 7,000,000 metric tons in 2030. From these 
predictions, we can assume that in ten years a large number of batteries will be using 
cobalt and sales of electric vehicles will have increased considerably.  
It is important to consider demand from customers, since the problems described 
above have a significant effect on the market for electrical cars. An international 
research study surveyed customers in 2015 and 2018 on their opinions about electric 
cars. It found that the concerns of customers during the purchase of an electric vehicle. 
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The three main problems are – as mentioned above – the price, the operating range 
and the charging time. Interestingly, the number of potential customers concerned with 
the range and price dropped by 10%, while a larger number of people listed charging 
time as a negative factor in 2018. These factors should be taken into account in the 
design of electric vehicles.  
 
 
4. Conclusion 
We are living in a world where innovations follow each other day by day. We are eye 
witnesses to the phenomenon that a now-new technology may be obsolete by 
tomorrow, replaced by something even newer In our opinion this is true for 
transportation as well. Scientists are looking for new, better solutions for problems. 
This tendency affects the constantly changing list of on strategically important 
materials, elements and countries. Based on forecasts, the lead price of new 
technologies will decrease and the consumption of expensive critical materials during 
production will also decrease, contributing to lower prices for electric vehicles  
In summary, critical materials have a serious effect on transportation, but new research 
is focusing on improving technology day by day, to find smart solutions and implement 
their findings that will make this industry more sustainable and will influence (and be 
influenced by) the list of critical raw materials.  
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Abstract: Computer technology and internet applications play a qrowing role in 
economic pedagogy and received an increasing attention in the economic education 
literature. During the last decade using internet tools, and in particular social media 
platforms, blogs and computer games become customary throughout economic 
education. In the present work, we discuss various aspects and their implications in 
learning outcome using such computer technologies. While social platforms have 
proved their useful role in teaching and learning process, the role played by the 
computer games is still under debate. In particular, the author developed a Kahoot 
game (application) and study its implications in the teaching process.  
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1. Introduction 
The recent technological developments had a profound effect on the society and in 
particular to teaching and learning activities. Because of that the entire society 
experienced fundamental changes and needed to adapt to keep pace with the rapid 
developments. These changes affect the educational process as well and introduced 
new ways of transmitting information. Nowadays, using computer technology to teach 
economics in classes at the high school and university levels is no longer a novelty, 
moreover it represents a significant component of the instructor’s toolkit. In this 
context, we can mention the UNESCO Report of the International Commission on 
Education for the Twenty-first Century, 1996) in which a thorough list of 
recommendations was proposed on how to improve the quality of the educational 
process by using new technologies both for students but as well for adults (UNESCO 
(1996)). 
Information technologies have developed in various ways and some of these branches 
were successfully adapted to the educational process. Most of them, such as graphical 
tools, searching engines, electronic manuals, databases, electronic libraries, social 
media requires the usage of computers. As the matter of fact, today the computer is 
probably the most important learning tool, as many of the other devices are inevitably 
connected to it. Furthermore, young generation adopted the technology fast, and use 
all these facilities heavily (Goffe and Sosin (2005)). Beside the computer, the 
smartphone and the electronic tablet are also heavily used by the students. They can 
browse the internet and they can answer messages or emails on the fly and constantly 
use social media networks. Most of the students reported that using the internet had a 
positive effect on their experience, allowing them, for example, to clarify economical 
concepts that were less understood in classes. 
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Furthermore, social media provides an efficient way for educators to share the ideas 
with the students, although the instructors spend more time in preparing the notes in 
contrast to non-technology instructors (Sosin et.al. 2004). It also allows the students to 
interact with each other, to share information and ideas. Some of the most popular   
platforms nowadays are Twitter, Instagram and Facebook, to mention a few, so 
choosing one platform in particular depends on the needs of the instructor, but also on 
the local popularity of that platform. Kassens (2014) provides general guidelines on 
how to use such platforms on delivering knowledges to the students. Still, incorporating 
one platform in teaching presents some drawbacks as well, as privacy concerns 
remain a major issue (Al-Bahrani 2015). 
Not at the last, blogs provide a dynamic interactive environment that allows to combine 
online discussions, posting text and provide commentary. They have become 
increasingly prevalent online as the internet hosts  a few hundreds of millions by now. 
Cameron (2012) found that using qualitative data posted on such a blog improved the 
learning outcome and moreover, the students reported an overall positive experience 
by initiating or simply participating to discussion assigned by the instructor on the blog. 
 
 
2. Using technology in the teaching process 
The widespread use of computers decreases the average of time lecturing from about 
73% in 1995 down to 65% in 2010 (Watts and G.Schaur (2011)), indicating that the 
instructors try to find new ways of transmitting the information to students. In a survey 
carried on by the Andrew F. Mellon Foundation (Sosin (2004)) an important issue was 
analized: Are the technologically enhanced economics courses more efficient than 
traditionally taught courses? The survey was done by constructing an extensive 
database, enrolling around 4000 students taught by 30 instructors across 15 
institutions. The result was that using various technological instruments it has a small 
but positive impact on student’s performance, while the technology and non-technology 
instructors spent similar amounts of time in preparing lectures.  
In the present paper we shall further discuss such specific tools used in teaching 
economics. We shall focus on the role of incorporating social media platforms, blogs 
and game-based learning techniques on the teaching process.  
 
2.1. Social media platforms  
Online media platforms as well as blogs permit registered users to post and read 
messages, add comments on other’s posts, share news, ideas and documents. In 
general, the social service is free and well maintained and can be accessed from 
various platforms including computers, tablets or smartphones. Furthermore, it can be 
personalized using a variety of templates. Social media is increasingly used in higher 
education (Dahlstrom 2014) and can have large potential in the educational context.  
In particular, Facebook is a platform that support teaching and learning due to its 
functionality that offer participation in private groups. Several studies have been done 
on the impact of Facebook when is used in the class. A survey focused on how 
students enrolled in doctoral programs took control on their own community, by 
creating and building private Facebook groups for the purpose of communication and 
support was carried by Kenney’ et al. (2013). It demonstrated that the community of 
practice can be developed among doctoral students in a social platform, but the 
motivation it has to come from the participants, and that Facebook groups can be used 
for support learning.  
In other research paper, Kassens (2014) study the role of Twitter in teaching 
economics. Among the benefits he found that Twitter allows expanding the classroom 
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to become part of a larger community but more importantly it increases the student’s 
engagement and show students how to cope with social media responsibility. One 
drawback is likely not be suitable to be used in large classes. Twitter has further been 
evaluated by Al-Bahrani et al (2017) to complement the previous study of Kassens 
(2014) by using an experimental design framework for students in microeconomics 
classes across different institutions, to see if Twitter improves learning outcomes. They 
do not find nor a positive effect neither that Twitter is ineffective as a pedagogical tool, 
as the learning outcome being no different when compare with the simple blackboard 
and chalk learning tools. 
2.2. Blogs 
The use of blogs as teaching and learning tools was also studied (Ferdig and Trammell 
(2004), Jonnasen(1999)). It was found that the optimal implementation of a blogs is 
likely to be context specific, but with no commonly accepted set of principles for its use 
as a learning tool. Cameron (2012) has introduced a blog assignment into economics 
classes and students had compulsory to contribute by initiating discussions and writing 
comments. The main focus was the research question: Did blog participation contribute 
to better learning outcome? The result showed that students performed better in the 
final examination and that the quality of the blog contributions is in general associated 
with better student’s performance. 
 
2.3. Games for teaching economics 
The online games, single or multiplayer for teaching economics or business education 
played over one to several days are becoming more popular. Except for some 
particular cases (Vogel (2006), Silzmann (2011)) who concluded that serious games 
generally improve cognitive learning, most of the educational games have not been 
supported by any body of research, as the relation between the play context and the 
pedagogical gain is lacking. Contrary, Dobrescu, Greiner, Motta (2015) found that 
playing did not lead to lower/higher exam performance, when compared to simply 
reading the exam material, except that the students enjoyed more the game. That is 
maybe the reason why this teaching strategy is seldom used in classes, in contrast 
with other web-based activities. 
Still, considering that for most of the students macro/microeconomics is very abstract 
and they have difficulties grasping the real meaning of the concepts, using specifically 
developed computer network simulation games where players make decisions may be 
quite a good strategy. 
For example, Woltjer (2010) implemented such a simulation game for teaching 
macroeconomics called Steer the Economy, that can be used for a lot of different 
levels to gain theoretical knowledges. Still, it turns out to be useless for teaching when 
students are not able to analyze the causality/response effect in economy. In a more 
recent attempt, Ng (2019) set up a video game developed for a hybrid principles of 
microeconomics course comprised of several modules assigned to players and to be 
played during the semester. The game “The Seven Wonders of Economics” 
demonstrated the feasibility of using such games to supplement traditional lectures. 
Kahoot.com is a learning platform based on gamification which is available for free to 
both students and instructors. It provides tools for the instructors to create online 
games called Kahoots. The users have the possibility to try already created games and 
adding their own contribution. Similar to social networks it promotes discussions, 
sharing ideas, and it allows Kahoots to be organized as assignments for students. The 
main quality of the platform is its flexibility combined with simplicity, which makes it a 
viable alternative to game learning. The platform was used by the author in 2017-2018 
to evaluate students. The outcome indicated that the students were responsive to 
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gamification of the economical concepts and scored in general higher when compared 
to classical blackboard teaching. 
 
 
3. Conclusions 
Computer technology, and in particular the Internet, enhance the communication 
between the instructor and the students and simplify the access to information. During 
the last decades it become costumery to use it in various ways in the educational 
process. In this article we discussed some implications of the recent technological 
developments in transferring knowledges to students. In particular, we have discussed 
the role played by the social media platforms, blogs and computer games in teaching 
economics. Most of the studies indicate that social media platforms and blogs are in 
general benefic to teaching as is develop further the writing and communication skills. 
Regarding game platforms, at present there is not yet a general opinion on their effect 
on learning outcome, mostly due to the lack of studies. 
The author itself used a game platform (Kahoot.com) and developed its own game 
(application) with positive effects on the learning process, but further studies are 
definitely necessary for a thorough understanding of the benefits of using games in the 
teaching process. 
 
 
References 
Al-Bahrani, A., and  Patel, D. (2015). Incorporating Twitter, Instagram and Facebook in 
the economics classroom, Journal of Economic Education 46 (1): 56-67.  
Al-Bahrani, A, Patel, D & Sheridan, B. J. (2017) Evaluating Twitter and its impact on 
student learning in principles of economics courses, The Journal of Economic 
Education, 48:4, 243-253 
Cameron M.P. (2012) 'Economics with Training Wheels’: Using Blogs in Teaching and 
Assessing Introductory Economics, The Journal of Economic Education, 43:4, 397-
407. 
Dahlstrom, E., and Bichsel, J. (2014). ECAR study of undergraduate students and 
information technology (Research report). Louisville, CO: ECAR. Retrieved from 
http://www.educause.edu/ecar  
Dobrescu, L. I., Holden, R., Motta, A. and Wong, C. (2018). Fun in education. Available 
at http://dx.doi.org/10.2139/ssrn.2772371. 
Ferdig, R. E., and Trammell, K.D. (2004). Content delivery in the “blogosphere”. 
Technological Horizons in Education (31) 12-20. 
Goffe, W. L., and  Sosin, K., (2005) Teaching with Technology: May You Live in 
Interesting Times, The Journal of Economic Education, 36:3, 278-291 
Jonassen, D. H. (1999). Designing constructivist learning environments. In 
Instructional-design theories and models (vol.II), ed. C. Reigeluth, 215-39. Mahwah, 
NJ: Erlbaum. 
Kassens, A. L. (2014). Tweeting your way to improved #Writing, #Reflection, and 
#Community. Journal of Economic Education 45 (2): 101-9.  
Kenney, J., and Kumar, S., and Hart, M.,   (2013) More than a social network: 
Facebook as a catalyst for an online educational community of practice. Int. J. Social 
Media and Interactive Learning Environments, 1 (4): 355-369 
Ng, C.F., (2019) A video game to supplement a hybrid principles of microeconomics 
course, The Journal of Economic Education, 50:1, 44-56 



144 

 

Sosin, K., Blecha, B. J., Agarwal, R.,  Bartlett, R. L. and Daniel, J. I. 2004. Efficiency in 
the use of technology in economic education: Some preliminary results. American 
Economic Review 94:253–58. 
Sitzmann, T. (2011). A meta-analytical examination of the instructional effectiveness of 
computer-based simulation games. Personnel Psychology 64 (2): 489-528. 
UNESCO (1996) [Online] Available: http://www.unesco.org/education/pdf/15_62.pdf 
 Vogel, J. J., D. S. Vogel, J. Cannon-Bowers, C. A. Bowers, K. Muse, and M. Wright. 
2006. Computer gaming and interactive simulations for learning: A meta-analysis. 
Journal of Educational Computing Research 34 (3): 229-43. 
Watts, M., and Schaur, G. (2011). Teaching and assessment methods in 
undergraduate economics: A fourth national quin-quennial survey. z 
Woltjer, G. B (2005) Decisions and Macroeconomics: Development and 
Implementation of a Simulation Game, The Journal of Economic Education, 36:2, 139-
144. 
  



145 

 

APPLIED MATHEMATICAL DEMOGRAPHY 
 
Alexandrina-Florina TEUȘDEA  
Doctoral School of Economic Sciences, University of Oradea - Faculty of Economic 
Sciences, Romania 
teusdea@gmail.com 
 
Abstract: Among all the questions that demographers seek to answer, the one: in 
which direction and to what extend does rapid population growth affect development,  
is truly important for policy. In the classic theory, rapid growth means many children. 
The children have to be fed, clothed, and educated, and costs is divided between 
parents and the state, it requires resources that compete with industrial and other 
investments. In addition, children grow up and want jobs, and hence growth requires 
that a larger labor force be provided with capital goods. Thus a fast-growing 
populationis doubly handicapped. In recent years sociologists, public health officers, 
and students of population problems have been taking an increasing interest in the life 
table as a description of the age-variation in the chances of death and survival. As a 
result of this interest in the subject, attention has been focused on rapid methods of 
constructing abridged life tables.  
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1. Introduction 
Mathematical demography has a distinguished early history, intertwined with 
discoveries by the great figures of mathematics. 
On the intellectual side, the classics of the field represent essential nourishment for the 
modern demographer, giving a sense of the long history of demographic science as 
well as to see the insights of classic discoveries as their discoverers framed themhis 
paper age  is the caracteristic variable of population analysis. 
Mathematical demography has its modern beginnings in the gradual development of 
correct procedures for forming life tables. Leonard Euler was the first who introduced 
stable age distributions. 
Then, the mathematician Girolamo Cardano made the assumption that a man who 
took great care in all things would have a certain life expectancy, so that for e = α- x, 
for all ages x, and then asked what part of this might be forfeited by a relaxation of 
prudence. He proposed letting lif eexpectancy fall by 1/ 40 of its value during each year 
in which a man was reasonably careful but not fastidious: by the nature of the life 
expectancies, a man mightbe born with the prospect of living say 260 years and yet 
dieat age 80,having every year thrown away by in attention a part of what remained to 
him.  A modern interpretation would be that a cohort carries its life table with it. The 
result was not generalized to populations. 
 
 
2. Life table 
Life-table construction consists in the estimation of parameters and tabulation of 
functions like those above from empirical data. The data can be for age at death to 
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individuals or other data. The method of estimation depends on the character of the 
data. 
Life table techniques developed very gradually over the ensuing century, with notable 
work by Sir Edmund Halley (1656–1742). The methods of calculation Halley used in 
his life table were partly informal, as in his remarks on stationarity and in his 
unorthodox subtraction (where `x is the number of survivors to exact age x in the life 
table from among no births and pq represents the number between ages x and x+1)  
890[= n�] − 198 = 692[= p\] explained by the oblique statement: “198 do die in the 
Five Years between 1 and 6 compleat, taken at a Medium.” 
Malthus has established as a principle that the human population tends to increase in 
geometric progression so as to double after a certain period, for example every twenty-
five years.  
The effective growth of the population thus finds a limit in the extent and fertility of the 
country, and the population, in consequence, tends more and more to become 
stationary. To judge the speed with which the population grows in a given country, it is 
necessary to divide the increase of the population in each year by the population which 
furnished it. The relationship, being independent of the absolute size of the population, 
can be regarded as the measure of this speed. If it is constant the population increases 
in a geometric progression; if it is increasing the progression is greater than geometric, 
and less than geometric if it is decreasing. 
The growth of the population necessarily has a limit, if only in the extent of the soil 
indispensible for the lodging of this population. When a nation has consumed all the 
fruits of its fields, it can to be sure procure supplies from abroad through the exchange 
of its other products, and support in this way a new increase of population. But it is 
evident that these importations must have limits and stop a very long time before the 
entire of the country is converted to cities. All the formulas by which one attempts to 
represent the law of population must thus satisfy the condition of admitting a maximum 
which is attained only in an epoch infinitely distant. This maximum will be the number 
of the population when it becomes stationary. The demographers tried for a long time 
to determine by analysis the probable law of population; but they abandoned this type 
of inquiry because data from observations are too scarce for the formulas to be verified 
in such a way as not to leave doubt about their exactness. It is necessarily to lead to 
knowledge of the true law when the data become sufficient, and as the results they 
have arrived at may be of interest, at least as an object of speculation. 
The rate of population increase in a limited area at any instant of time is proportional  
(a) to the magnitude of the population existing at that instant (amount of increase 
already attained) and (b) to the still unutilized potentialities of population support 
existing in the limited area. The following conditions should be fulfilled by any equation 
which is to describe adequately the growth of population in an area of fixed limits: 
1. Asymptotic to a line y=k when x= +∞. 
2. Asymptotic to a line y = 0 when x = - +∞.  
3. A point of inflection at some point x = α and y= β.  
4. Concave upwards to left of x=α and concave downward to right of x=α.  
5. No horizontal slope except at x= ± ∞.  
6. Values of y varying continuously from 0 to k as x varies from -∞ to + ∞. 
In these expressions y denotes population, and x denotes time.  
Our only purpose in presenting them at all at this time is to demonstrate that the 
hypothesis here advanced as to the law of population growth, even when fitted by a 
rough and inadequate method, so closely describes the known facts regarding the past 
history of that growth, as to make it potentially profitable to continue the mathematical 
development and refinement of this hypothesis further. 



147 

 

3. Conclusion 
There is much that appeals to the reason in the hypothesis that growth of population is 
fundamentally a phenomenon like autocatalysis. In a new and thinly populated country 
the population already existing there, being impressed with the apparently boundless 
opportunities, tends to reproduce freely, to urge friends to come from older countries, 
and by the example of their well-being, actual or potential, to induce strangers to 
immigrate. As the population becomes more dense and passes into a phase where the 
still unutilized potentialties of subsistence, measured in terms of population, are 
measurably smaller than those which have already been utilized, all of these forces 
tending to the increase of population will become reduced. 
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 “Europe has moved towards a knowledge-based society and economy. More than 
ever before, access to up-to-date information and knowledge, together with the 
motivation and skills to use these resources intelligently on behalf of oneself and the 
community as a whole, are becoming the key to strengthening Europe’s 
competitiveness and improving the employability and adaptability of the workforce... 
More than ever before, individuals want to plan their own lives, are expected to 
contribute actively to society, and must learn to live positively with cultural, ethnic and 
linguistic diversity. Education, in its broadest sense, is the key to learning and 
understanding how to meet these challenges”. (A Memorandum on Lifelong Learning, 
EC 2001) 
 
 
Abstract: The European Union manages a comprehensive action of economic 
inclusion for the countries in Central and Eastern Europe, thus contributing to the 
institution of a rich European cultural treasury, the identification of the importance 
granted to the diverse values of the peoples after the privations endured by the 
oppressive regimes. A highly stringent matter currently is the formation, development, 
exploitation or capitalisation related to the human capital in its various roles overall, 
such as economic, social, cultural, individual, collective, regional, national and global. 
In order to invest the human capital, we take into account various uncertainties, risks, 
challenges of the current society, referring to diverse contents and to the learning 
period, to the advantages of this intangible investment, of the potential deficit as a 
consequence of failing the exploit the human capital within that society. 
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1. The notion. Increase and decrease 
The notion of the human capital is anything but new in the history of the economic 
sciences. According to Adam Smith, an important form of the human capital becomes 
concrete through learning, ”...of the acquired and useful abilities of all the inhabitants 
and members of the society ...Those talents, as they make a part his fortune, so do 
they likewise of that of the society to which he belongs. The improved dexterity of a 
workman may be considered in the same light as a machine or instrument of trade 
which facilitates and abridges labour, and which, though it costs a certain expense, 
repays that expense with a profit”.(Adam Smith, 1962) Professor Jacques Pelkmans 
stated for many country, joining the European Union was actually an economic 
salvation. The Social European Agenda issued by the European Council of Nice would 
concern the modernisation and improvement of the social European model” thus 
reminding of a major principle in Lisbon, upon which the members of the European 
Union agreed. People are Europe's main asset and should be the focal point of the 
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Union's policies”. A strategic objective discussed in Stockholm within the European 
Council was for the European Union “to become the most competitive and dynamic 
knowledge-based economy in the world, capable of sustained economic growth with 
more and better jobs and greater social cohesion”. Such objective is closely related to 
the field of education and to professional training, thus highlighting the idea of adapting 
the various European educational systems and the professional training to the 
society’s knowledge demands and to the diverse necessities related to an 
improvement of the quality and employment of workforce. It may be stated that the 
global evolution in the origin of investments in human capital may be a plausible 
response, which society ascribes to the various challenges entailed by the passage to 
a knowledge-based society and to the globalisation process. Currently, this human 
capital becomes an integrating, interdisciplinary, multidimensional, multifactor notion, a 
machine that can mobilise the economic and human potential of society. It can also 
mobilise responsibility, involvement and participation to the decisions within a 
community, different analyses and groundings of the decisions, of highlighting the 
entire package of macroeconomic measures, along with those within education system 
and lifelong learning from the perspective of both health and social security (Steliana 
Perţ, 2001). Adam Smith: among the various capacities eligible of bringing to a person 
an income for the future, related to the intellectual and professional field: ... the 
difference between the most particular individualities... they seem to derive not that 
much from nature, as from habits, morals and education”. Gary Backer coins the 
phrase “investment in the human capital”, wishing to highlight the connection between 
the various costs in the field of education and those incomes pertaining to a farther 
future. In his opinion, the citizens of each state represent a capital similar to natural 
resources or infrastructure (Gary Backer, 1997). 
 
 
2. Priority determinations and mechanisms 
Among the major objectives highlighted in the Memorandum concerning lifelong 
learning, there is one referring to Ampler investments in human resources to give 
priority to the most important capital of Europe – its citizens (p. 20). From a practical 
point of view, the current dimension of human capital investment is limited concerning 
the needs of rapid accumulation of knowledge and skills, of a shorter period for 
learning, either formal or non-formal, even after the period of joining production. 
“Employability – the capacity to secure and keep employment – is not only a core 
dimension of active citizenship, but it is equally a decisive condition for reaching full 
employment and for improving European competitiveness and prosperity in the ‘new 
economy’. Both employability and active citizenship are dependent upon having 
adequate and up-to-date knowledge and skills to take part in and make a contribution 
to economic and social life.” (A Memorandum on Lifelong Learning, 
2001).Furthermore, they also depend on human capital investment, on the individual 
and collective argument. Educational capital is an important part of human capital, 
comprising various distinct modalities. Hence, we may encounter skills already 
acquired by participating in various educational systems, various notions recognised 
through diplomas, lifelong learning, which may entail self-teaching but most of the 
times participation to courses organised with persons specialised in certain fields of 
training and that were finalised with a maximum set of notions. An essential element in 
economic development is represented by educational capital, often seen as a 
profitable and long-term investment. Because education may become an important 
vector in economic progress, economic modernisation may mean various opportunities 
for additional workforce procurement. This is motivates by the fact that knowledge or 
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“literacy” should never be neglected by the persons who most often propose various 
social, regional or economic policies. Low education level within the community 
determines an increasing number of persons with low qualification. Educational level 
may be associated most often with income level; hence, a part of the inhabitants of the 
community in question is poorer, and the low training level in the rural areas may also 
be associated with ageing. In the European Union, school population in 2014 was 
106.8 million, more than half of which lived in Germany, accounting for 15%, followed 
by France with 14.1%, and Great Britain, with 13,9%; it is also worth mentioning Italy, 
accounting for 10.2%. 
 
Table 2.1. Structure of pre-school and school population by education level in the EU-
28 level, in the year 2014 

 Total 
school 
population 
(persons) 

Percentage of pre-school and school population by education level 
(%) 
Pre-
school  

Primary 
school 

Middle 
school 

Lower 
secondary 

Upper 
secondary 

Higher 
education* 

EU- 28 106772317  14.4  26.5  19.4  19.9  1.5  18.3 
Belgium  3012779  15.4  25.7  14.4  25.8  2.3  16.4 
Bulgaria   1303836  18.4  19.9  17.8  22.0  0.2  21.7 
Czech 
Republic 

 2139286  17.2  23.9  17.1  19.4  2.9  19.5 

Denmark  1513888  12.6  30.9  16.0  20.6  :  19.9 
Germany  15969735  13.9  17.9  29.0  16.2  4.8  18.2 
Estonia  294848  23.3  26.2  12.5  13.9  3.8  20.3 
Ireland  1223826  6.4  43.8  15.3  13.1  4.7  16.7 
Greece  2151213  7.5  29.2  14.6  16.4  0.8  31.5 
Spain  9674213  14.9  30.6  16.8  17.2  :  20.5 
France  15141701  17.0  27.7  22.1  17.2  0.2  15.8 
Croatia   805517  13.4  20.0  22.9  23.1  :  20.6 
Italy  10985398  15.1  26.1  16.3  25.5  0.1  16.9 
Cyprus  168581  13.5  31.5  16.5  18.3  0.2  20.0 
Latvia  408588  19.3  28.1  13.4  16.3  1.0  21.9 
Lithuania  650334  15.2  16.6  29.4  13.3  2.7  22.8 
Luxemburg  106482  15.7  33.3  20.6  23.4  0.6  6.4 
Hungary  1985790  16.6  19.8  19.5  23.7  3.8  16.6 
Malta  78474  11.3  30.7  16.3  22.2  3.4  16.1 
Netherlands  3238655  15.8  37.8  24.7  :  :  21.7 
Austria  1705896  14.0  19.2  19.6  21.3  1.2  24.7 
Poland  8126966  16.0  26.5  14.1  18.3  3.4  21.7 
Portugal  2081827  12.7  32.4  18.4  18.5  0.6  17.4 
Romania  3805043  14.9  24.9  21.2  21.1  2.7  15.2 
Slovenia  407182  14.7  27.4  13.4  22.3  :  22.2 
Slovakia  1051484  15.1  20.3  24.5  19.7  1.6  18.8 
Finland  1413461  13.9  24.9  12.7  25.3  1.6  21.6 
Sweden 2478059  17.8  30.5  13.1  20.3  1.0  17.3 
Great Britain 14849255  9.6  30.4  15.9  28.3  :  15.8 

Source: Eurostat – 
http://appsso.eurostat.ec.europa.eu/nui/show.do?dataset=educ_uoe_enra01&lang=en;  
: no data available 
*including master studies, postgraduate studies and doctoral studies 
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Abstract: Because of the eco-consciousness and the environmental protection 
companies become ’green’, therefore many green supply chains are realized in the 
business sphere. The biggest problem is the coordination of these chains. It could be a 
potentital good solution, if the chain members use the different contract types to 
coordinate the chain. This paper introduces the contract types, which can be used 
effectively in the case of green supply chain and its different settings. Numerical 
example is also include to prove the assumption. 
 
 
Keywords: Supply Chain Coordination, Contract Types, Green Supply Chain 
Management 
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1. Introduction 
Nowadays the eco-consciousness tries to gathering ground both in the civil and the 
business sphere. Humanity realizes that the store of energy of Earth is not endless, 
that’s why alternative solutions are needed. These solutions are destined for stop or at 
least decrease the pollution, therefore the selective waste collection, or the CSR can 
be also the part of these solutions, because it deals with the relationship between the 
environment and the company.  
More and more companies use some eco-conscious methods, which results the eco-
consciousness is extended to the whole partnership or the whole network. Therefore if 
they constitute a supply chain, this supply chain can be a green supply chain. 
The biggest problem of the supply chain management is the coordination. There are 
many types to coordinate the supply chain, but mainly we identify two big groups. First 
is the soft tools – they use the behavior science to coordinate the chain, for example 
the question of motivation, communication, information-sharing mechanisms, loyalty, 
etc. The second one is the hard tools, such as finance, IT, and the contract types.  
This paper is based on the coordination of green supply chain with the help of the 
different contract types. I analyze the contracts, which usually used in the case of a 
green supply chain, and I compare which one is the most effective. 
 
2. About the green supply chain management 
The first concept of green supply chain was appeared in the beginning of the 2000s, 
and it was called environmentally conscious supply chain management (ESCM) by 
Zsidisin and Siferd (2001). The goals of the ESCM were to create actions and 
measures to defend the environment. According to Beamon (2005) theory, this 
approach was not enough – both of the products and processes of the companies 
have to defend the environment, it does not matter if the effects of these are indirect or 
direct.  
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Later, in the year of 2008, Carter and Rogers had a publication about the sustainable 
supply chain management. It was the second step of the evolution of green supply 
chains. According to Carter and Rogers, the sustainable supply chain management 
also prefers the profitability, therefore the profitability has to be combined with the 
social and the environmental criterias.  
After these definitions there was a widespread name of the eco-consciousness 
management – it was called green supply chain management. Miskolcziné (2017) 
distinguishes two main approach. First defines the methodologies, processes, tools to 
reach the eco-conscious goals. Second defines the activities of the green supply chain 
management, which defines the whole green supply chain management (Miskolcziné, 
2017). 
So it means, that if we define these activities, we will get the definition of the green 
supply chain management. If the following activities are realized and these activities 
are also eco-conscious in the supply chain, the green supply chain is also realized: 
inverse logistics, product planning, procurement, producting, distribution (Miskolcziné, 
2017). 
 
 
3. Green supply chain coordination by contracts 
As a hard tool, contracts can coordinate the supply chain, because contracts try to 
handle the inequality between the chain members. The inequity can derive from the 
different levels of dominance in the chain. If a chain member is more dominant than the 
others, it can provide better conditions in favor of itself – it can be the source of many 
conflicts. Contracts try to cease the differences and decrease the number of the 
conflicts, therefore provide a framework for cooperation and they show how partners 
share risks and benefits in case of uncertain supply or demand (Coltman, et al., 2009).  
This paper would like to introduce some of the typically contracts, focused on those 
that can be applied in the case of green supply chains. Not only the contracts define 
the performance of supply chains – it depends on the setting of chain.  
Centralized setting is preferred by the literature, because in this case, there is a 
decisionmaker, who controls, manages the whole supply chain and maximizes the 
profit of the whole supply chain (Giannoccaro, 2018).  
In case of decentralized setting, the chain members don’t striving after the effective 
cooperation, they act in accordance with their own interest. It means that the total profit 
can be less. Thus the cooperation, the information-sharing mechanisms and that’s why 
the effectiveness won’t be satisfactory.  
I try to find an optimal solution to coordinate the green supply chain with the wholesale 
pricing contract. This contract type’s performance is very different for both settings, but 
– according the research and the literature – it’s used very frequently, that’s why I 
chose this one (Sluis-Giovanni, 2016; Faludi-Molnár, 2017). 
 
 
4. Numerical example 
My analysis is based on the literature reviews, case studies, and some numerical 
examples. With the help of these informations, I try to find the best way to coordinate 
the chains with the wholesale pricing contract.  
 
Table 1 summarizes the notations applied in the model. 
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Table 1: Notations  

i; u constants 
Pmarket market price 
Punit unit price 
Q quantity to be sold 

Csup cost of supplier 
Cman cost of manufacturer 
∑Π total profit 

Source: Own construction 
 
The analysis compares the total profit, the market price, the unit price and the quantity 
to be sold nt he case of each settings. The comparison is based on a simple supply 
chain model with two members – a supplier and a manufacturer. The manufacturer 
satisfies the market’s demand, uses the market price, the supplier gratifies the 
manufacturer’s needs. 
The economic parameters of the calculation are shown by the Table 2. 
 
Table 2: Economic parameters of the calculation 

Parameter Value 
i 160 
u 2,25 

Pmarket 160 – 2,25Q 
Csup 55 
Cman 40 

Source: Own construction 
 
There are differences between the calculations of factors about each supply chain 
settings.  
The (1), (2) and (3) equations show the total profit, the quantity to be sold, and the unit 
price, if the partners use wholesale pricing contract in case of centralized supply chain.  
 
 CEN; ∑Π = �i − uQ − ∑C�Q (1) 

   
 CEN;  Q =  i − ∑C2u  

(2) 

   
 CEN;  Punit =  Pmarket −  Cman + Csup2  

(3) 

   
The (4), (5) and (6) equations calculate the previously represented values, but in this 
case the supply chain is decentralized. 

 
 DEC; Q =  i − P����2u  

(5) 

 DEC; ∑Π =  3�i − ∑C�	
16u  

(4) 
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Table 3 summarizes the results of applying the formulas and datas of Table 2. 
 
Table 3: Results 

 WHOLESALE PRICING CONTRACT 
Centralized setting Decentralized setting 

∑Π EUR 469,4 352,1 
Pmarket EUR 127,5 143,8 
Punit 100 pcs 71,3 127,5 
Q 100 pcs 14,4 7,2 

Source: Own construction 
As it is shown, the centralized setting gives a higher performance than the 
decentralized setting. The total profit of the whole green supply chain is much higher, 
so the individual profit is also can be higher. This means the maximum satisfactory of 
the members. Market and unit prices are also better, less than in the decentralized 
setting. Because of this prices, members, costumers are interested in to buy larger 
quantity of product.  
 
 
5. Summary and future directions of research 
The green supply chains are getting more important, because of the environmental 
protection. Companies undertake the operational changes to become green and also 
to reduce the environmental impact. However, the coordination is a real problem in the 
case of green supply chain, too. Green supply chains also have many partners, hence 
it needs to manage the cooperation. One of the most important goal of the supply 
chain management is the coordination. If the chain members act according in their own 
interest, the philosophy of the supply chain management is not acquired very well, and 
the coordination can be poor. Therefore these companies need to change their mind, 
and striving after the operation of centralized setting to realize the mutual benefits of 
the great cooperation. Researchers provide the contracts to coordinate these chains. 
According to the analysis the best way to coordinate the green supply chain is to use 
the wholesale pricing contracts in centralized setting. It could be more efficient than a 
decenetralized setting, where the members act in their own interest.  
The difference between the classic and green supply chain is the eco-consciousness. 
It indicates many changes in the company, and it causes the increasing costs. So 
these costs can be influence the contracts, they can change the factors, and the 
weights. For example a green product can be more expensive, and it can influences 
the market price in the case of both contract types. The prices also can determined by 
the quality of the green product and the degree of environmental impact. Therefore 
further research could contain weights to clarify the aspects of environmental 
protection, because green companies prioritise the reducing the environmental impact 
of their products or services even at the increasing costs. 
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Abstract: The manager adapted to the smart technologies in the digital age goes 
beyond the obsolete mentalities by using critical thinking about strategic intelligence, 
combining factual rigor, on the one hand, and artistic creativity, on the other. Any 
deficiencies found in the innate or acquired abilities can be balanced by new models, 
algorithms and software programs that allow the modernization of the managerial 
process. Thus, the manager positioned at the strategic level remarkably realizes the 
operationalization of the concepts of the field represented by public order and national 
security by using specific tools, such as technological innovation, performance 
management, orientation on obtaining results, strategic coordination of the activity and 
institutions. I will try to analyse the studies on power, leadership and paradigms of 
public management in a post-sovereign world. My argument is that leaders of 
contemporary institutions of force can better understand their roles, opportunities, and 
responsibilities, recognizing their organizations as complex systems of adaptation, and 
adopting a post-governmental analysis and practice of power. The research was 
carried out using the theoretical research method. 
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1. Introduction 
The public institutions of defence, public order and national security have experienced 
distinct stages of institutional evolution. An unequivocal definition of power in the 
context of the reinvention of new public management cannot be established, but the 
concept of power supports different representations that merit due attention at the time 
of its research to define, understand and promote new approaches to public strategic 
management at the level force institutions. 
 
 
2. Digital Public Management 
Referring to Benjamin Dabler, Andreas Kruck and Bernhard Zangl’s (2018) theory of 
power change, it must be borne in mind that the success or failure of efforts to make 
institutions adapt to the change in power distribution depends on the relative 
bargaining capacity between already established exponents of power and the 
emerging ones. Smart power has become a problem of national security, determined 
on the one hand by continuous structural changes at the international level, in the long 
term, and by the current administrative deficiencies (Wilson III, 2008). Since the 1980s, 
information technologies have enhanced the use of microcomputers in public 
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institutions and have been able to optimize internal processes, reduce administrative 
burdens and digitize public services. Thus, strategic interoperability was achieved at 
the interinstitutional level, while allowing the provision of information and public 
services online (Criado and Gil-Garcia, 2019). At the same time, "the reform movement 
of the new public management introduced disaggregation, empowerment, 
institutionalization and commercialization" (Cohen, 2016: 24). 
Key factors of public value, such as citizen trust, electronic service design, government 
readiness and collaborative process between government and service users, advance 
discussions for the future design of digital services based on big data and smart 
technologies. Therefore, the impact assessment of emerging technologies such as 
social media, artificial intelligence or internet of things should be addressed to the key 
decision-makers identified by public value (Criado and Gil-Garcia, 2019). Thus, the 
concept of unified government or whole-of-government as described by Tatiana-
Camelia Dogaru (2016) may be discussed, taking into account the disruptive 
capabilities of smart technologies and strategies in the public sector, characterized by: 
the inclusion of agents external decision-making processes in public institutions, 
collaboration dynamics that require the launch of certain projects in distributed working 
groups (holacracy), radical transparency of institutional processes, reducing the costs 
of access to information, continuous evaluation related to the traceability of actions in 
these new spaces digital cooperation (Criado and Gil-Garcia, 2019). 
 
 
3. Reinventing the new Public Management 
The power transition theory (Dabler, 2018) shows that attempts to institutionalize 
power change are doomed to failure, in contrast to the relative attempts perpetuated by 
governments incapable of deep and sustainable institutional adaptation. Thus, the 
responsibility of the allocated budgetary expenses, the transparency in the allocation of 
resources and the evaluation of the performance as a means of achieving greater 
efficiency were the central pillars of the institutional reform within the NPM (Mann, 
2017) The criticism that can be attributed to the NPM paradigm could be represented 
by its limited focus, lack of coordination and strategic cooperation (Dogaru, 2016). 
Thus, solutions are proposed for the de-regulation and simplification of procedures (D-
BSP) regarding the strategic approach of the police activity (Dogaru, 2016). Given the 
concepts of sustainability impact assessment and regulatory impact assessment that 
have been introduced to ensure that managerial decisions do not increase 
administrative tasks, procedures and costs as described by Jean-Sebastien Marchand 
and Maude Brunet (2017), a tool has emerged from NPM initiatives, namely integrated 
impact assessment, as sectoral evaluations tend to overlap, becoming redundant, 
which causes lack of synchronization and coordination, integration and concentration 
(Marchand and Brunet, 2017). 
Mandatory power is born from a relational and informal perspective and refers to the 
direct interaction between the actors and their ability to control the actions and 
circumstances of the other actors. Therefore, when power is viewed as a productive 
power, this social process of mutual constitution is a series of diffuse social processes, 
networks of social forces that are shaped by the creation of systems of meaning, 
signification and direction. It is the central point of the post-structuralist approaches 
(Casier, 2017). However, the notion of smart governance denotes that there could be a 
new and transformative perspective of public management through the tool designed in 
the latest technologies and smart strategies for transforming mediation processes 
between public institutions and citizens. This could lead to a new phase that will be 
based on the co-production of public services, the provision of public value and the 
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different dimensions of public management. Thus, the technological innovation 
represented by the digital governmental platforms creates public value and facilitates 
the transparency and the participatory mechanisms for transforming the public decision 
and involving the citizens in public affairs. Also, smart technologies of the near future 
such as blockchain, internet of things, quantum computing, artificial intelligence are 
expected to grow in importance and real use in the public sector in the coming 
decades (Criado and Gil-Garcia, 2019). 
4. Comparative Analysis Between NPM and Post-NPM Reforms 
If "NPM reforms focused on improving efficiency, horizontal specialization in the public 
apparatus, contracting, marketing and privatization, adopting private methods, 
performance management and profit-oriented" (Cohen, 2016: 20), the proposed 
paradigmatic change from the post-NPM approach came by strengthening the central 
political and administrative level through structural reintegration and increasing 
capacity at the top (Cohen, 2016). At the same time, in NPM's view, the performance 
management tools used for the police activity proved to be simplistic, artificial, narrow 
and did not represent the strategic objectives of the police. Thus, to the extent that the 
NPM is designed as an incentive-based accountability system, the measures taken 
have contributed to a narrow and reductionist set of indicators, while the results-
oriented but harm-minimizing measures are neglected (Mann, 2017). 
The paradigmatic change represented by a new reform movement that emphasizes 
networks, partnerships, increased integration, coordination and centralization does not 
replace the NPM, but rather revises or completes it (Dogaru, 2016). The post-NPM 
approach has been influenced by changes in government and external pressures in 
politics and the global economy. Thus, post-NPM reforms are culturally oriented 
governance efforts, focused on cultivating a strong and unified sense of values, 
teambuilding, involvement of participating institutions, trust, value-based management, 
collaboration, improving the training and self-development of civil servants (Dogaru, 
2016). 
 
 
5. Trends of Reinventing new Public Management in Case of Force Institutions 
When the power involves the activity and influence of the structures of defence, public 
order and national security, they consider the circumscription within the institutional 
framework of these formations. Therefore, institutional power, according to various 
institutional arrangements, as described by Alex Nicholls and Benjamin Huybrechts 
(2014), implies, for example, different capacities for setting distributed goals or 
rewards. This is a prominent idea in neoliberal institutionalism. Also, the concept of 
interdependence reflects institutional power, as the asymmetric interdependence 
creates unequal control over the results. Thus, strategic managers who successfully 
combine the appropriate reaction to crime and conduct bureaucratic activity in 
optimized parameters, focus their management on accountability systems based on 
incentives related to meeting performance criteria (Mann, 2017). However, regarding 
the daily activity of the police, it can be observed that due to unrealistic expectations of 
institutional performance, there is a disconnection, the accountability measures being 
artificial and simplistic, but producing effects in the police as "representations" of 
productivity, thus adding bureaucratic and political challenges (Mann, 2017). At the 
same time, the key performance indicators specific to the police activity (Mann, 2017) 
and the failure of neoliberalism that the police must justify their value in exchange for 
financial resources, forced the police to look for easy ways to achieve the parameters, 
thus focusing on offenses with a low degree of danger and social impact (Mann, 2017). 
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As for the institutions of defence, public order and national security, the asymmetrical 
power relations that influence the activity and performance of the employees are 
discussed. Underground interests fuelled by access to information specific to the 
institution's field of competence allow managers to manipulate, practicing a leadership 
style based on abuse of authority. Even if the law is not violated, although there are 
exceptions, how a manager confronts certain situations exceeds the institutional 
interests, proving the pre-existence of a hybrid logic (Nicholls and Huybrechts, 2014). 
A solution to this problem, as suggested by Monique Mann (2017), could be the 
creation and development of police values as responsibility, reforming notions that 
contribute to the development of specific practices, the performance and impact of the 
police on third parties, using process evaluation, rather than results and achieving the 
desired crime prevention level. Globalization and adaptation to the new social 
conditions imposed by information technologies in the digital era governance have led 
to the development of the concept of intelligence-led policing, based on the return on 
investments related to performance measurement and threatening to reduce funding 
(Mann, 2017). Thus, the term smart police circumscribed to the government in the 
digital age implies the collection of a large number of data for police information, so the 
use of the concept of big data and the development of new systems and technologies 
for processing this data (Mann, 2017). At the same time, the concept of linked open 
government data addresses the potential for creating public value by responding to the 
challenges of control, data quality, data usage and data visibility (Criado and Gil-
Garcia, 2019). 
 
 
6. Conclusion 
The ultra-fast development of information technology determines the need to adapt 
public strategic management to optimize public services. The orientation towards 
serving the citizen becomes a priority, and the liberalization of the police profession is 
both an opportunity and a pressing need, as Monique Mann (2017) points out. The 
economic-political-social context has thus favoured the emergence of new industries 
by carrying out the transfer from the information and telecommunications technologies 
of the last century, to the ultra-technological present, with the possibility of 
monopolizing, in an overwhelming proportion, the social environment soon. 
Looking at the perspective of total relative digitalization, it can be stated that, as the 
police will be the beneficiary of a system of prevention and indication of possible 
crimes and offenders, in the same measure, the internet of things will make it possible 
to monitor the person's location, activity, opinions, plans. Thus, the breach will be 
created to rethink the smart technologies that will preserve the intimate character of 
private life (Susskind, 2019). 
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Abstract: Digitalization and automation has been taking effect on labour market for a 
long time in several industries. In the literature the way innovation shakes an industry 
or social subsystem shows up as ‘digital transformation’, or ‘disruptive technology’. 
Digital transformation impacts the whole company, especially finance and accounting. 
These function areas, on one hand, are following the changes brought about by digital 
transformation, while supporting decision-making processes, on the other hand, new 
opportunities are also opening up to make these areas more effective. In my view, 
these environmental changes demand an in-depth examination of the development of 
competence expectations and responsibilities of employees working in these function 
areas. The aim of this paper is to present the changes that have already been 
demonstrated in the organizational background and controlling practices of companies 
and what is predicted by the literature by reviewing the current situation of labour 
market. Besides, the second aim is to determine how the revealed processes and 
tendencies affect the individual level, and how the expectations of the future controller 
change. 
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1. The labour market aspect of digital transformation 
We are one the cusp of the Fourth Industrial Revolution, which is expected to have the 
same effects experienced in the previous ones: new technologies improve productivity, 
bring new economic recovery and consumption growth, thus, we do not expect much 
new in its social consequences either. The difference is that the “steam-engines” of 
present industrial revolution are cyber-physical systems and digitalization, with its all-
pervasive effects. 
Technological changes accelerate job destruction and job creation occur 
simultaneously: by “creative destruction”, technology replaces human labour, which 
thereby needs to be concentrated in other segments. On the other hand, the labour 
force released will be utilized by other sectors, where high productivity growth 
increases the expected profits and provides incentives to open new jobs. This outcome 
has been termed the “capitalization effect” of growth on employment. The results for 
the whole economy will depend on which effect eventually dominates: whether the 
number of jobs created will compensate for job losses, and whether this balance will be 
maintained in the long term. (Frey – Osborne, 2013). An occupation can be safe from 
substitution if it requires perception and movement; creative intelligence (originality, 
art); and social intelligence (sensitivity, negotiation, cooperative skills), where 
mechanization is hampered by technical barriers, termed “engineering bottlenecks”. 
Due to the rapid advancement of technology, machines however can not only replace 
human resources in performing routine tasks, as they have now been able to recognize 
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certain contexts, and thereby, to learn without human instruction. As a result, the use 
of machines is becoming more widespread from customer service to even medical 
diagnosis. 
2. Digital transformation of controlling 
With the spread of digitalization, fears about the ceasing of controlling profession 
intensified in recent years, however, there are more factors which are in favour of 
making controllers’ work more important than ever. Despite some tasks will not be 
performed by controllers in the future, and some will have the potential to be 
automated, they will also perform new, different tasks that require them to try new 
digital methods. 
Isensee (2014) divides controlling processes into three basic groups: governance; 
design and production (generating reports); and business partnering. According to the 
author, two of them – the implementation of governance and business partnering – will 
determine the role of future controllers, as robotic process automation (RPA) solutions 
are extremely promising in design and production. Tasks, such as combining data from 
different data sources; performing inspections and validations; creating standard 
reports using predefined structures; recognizing deviations and making simple 
interpretations are suitable for automating with RPA. As a result, the finance function is 
becoming more of a strategic “business partner” within their organizations. Besides 
classic (supervisory, analytical) roles, the on-going transformation requires controllers 
to be an ‘advisor’ of the management and an active participant in the decision-making 
process. (Waelter et al, 2018). 
The key question nowadays in data analysis is how we can profitably utilize the vast 
amount of data available. Even at operational levels, data-driven decisions are made, 
and there is a greater emphasis on predictive, forward-looking analysis of data than its 
descriptive nature, which fundamentally determines data analysis processes (ICA, 
2015). “Business analytics” refers to the technologies and practices of the study of data 
of past business performance to gain insight and drive business planning. According to 
Horváth (2016), the future analytical processes can only be accomplished through the 
collaboration of an IT expert, a data scientist and a controller. Besides, due to the 
enormous amount of data available, interpreting a complex phenomenon and 
transforming data into a clear and concise format is becoming a challenging task. The 
solution can be provided by self-service business intelligence (SSBI) applications. 
SSBI is an approach that empowers business users to access and analyse data 
without business intelligence (BI), statistical or data mining techniques. This allows 
end-users to make decisions based on their own analysis, while at the same time, 
shortening the controllers’ work by not spending most of their time creating databases 
of reports, but instead focusing on other tasks such as exploring the reasons of 
deviations that brings greater added value to the entire company. 
 
 
3. Changes in controller responsibilities and competence expectations 
The role of controllers will necessarily change as a result of digital solutions. According 
to Blumné and Zéman (2014), the reduction and restructuring of tasks is to be 
expected, as illustrated in the following figure. 
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Figure 1: The changing role of controllers 
Source: Blumné – Zéman (2014) 
 
Controllers increasingly participate in more strategically oriented issues, provide data 
to operational areas, and assist users with tools that enable self-service access to 
informational sources. Analytical skills are becoming more valuable, as beyond the 
technical production of reports, managers need to be supported by interpretation and 
qualitative information. Thus, besides controlling expertise, customer orientation and 
consultancy competence also comes to the fore. IMA (Institute of Management 
Accountants) research emphasises the expanding interaction with nonfinancial 
functions – HR, sales and production areas. As a result of enhanced involvement in 
organizational support, there is an increasing need for so-called "T-shaped" abilities. 
The vertical bar of the T refers to expert knowledge and experience in a particular 
area, whereas the horizontal bar refers to an ability to collaborate with experts in other 
disciplines and a willingness to use the knowledge gained from this collaboration (i.e. 
as a project controller in a project). These include communication and interactive 
capabilities, such as managing relationships between the various actors in the process.  
Working ability has been identified by IFUA Horváth & Partners' Hungarian 
competence research as the second most important competence of controllers, which 
the authors explain with the growing informational needs within the organization. The 
volume for information requests of both financial and nonfinancial data is increasing, 
thus, without improvements in technology, in order to attend to the new job 
requirements, controllers would need to support finance activities by working longer 
hours. 
Business knowledge, contrary to the expectations, does not appear among the key 
competencies, which is, in Hungary, primarily identified with the knowledge of product 
portfolio or corporate strategy, and less extends to industry knowledge, competitors or 
the corporate value chain. According to the author, this could also set the path of future 
development for Hungarian controllers. (Solti, 2013) 

 
 
5. Conclusion 
According to Losbichler, leader of International Group of Controlling (IGC): "Man grows 
with tasks." In his view, the core of controlling has slightly changed, as business 
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success still requires a cycle of purpose, planning and implementation. At the same 
time, due to the new competence requirements arising from environmental changes, 
controllers require special training, which must be inevitably met by the corporate 
sector. Organizations will need to be aware of the changing role of controllers, the skill 
set they must possess, and how to fill the gap when that skill set is not present. 
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Abstract: Romania, among many other countries, is currently facing corruption cases, 
both from public and business sector. These cases are directly impacting the business 
environment. Thus, the detection and diagnosis of these corruption cases becomes 
highly important for businesses in the process of strategic decisions. During some 
intense public events, such as elections, the level of corruption tends to be more 
pronounced. These public events allow a detailed analysis, in most cases revelling 
new corruption and business corruption cases. The methodology we use is based on 
networks analysis. A large quantity of event data was extracted from the Global 
Database of Events, Language, and Tone (GDELT) regarding Romania, during the 
month of May 2019. The data extracted show business corruption networks. The 
distinctiveness of this research consists of involving the theory of network analysis in 
order to show specific corruption behaviours during EU Parliament Elections 
Campaign of 2019, as well as in inspiring strategic anticorruption directions. The 
results reveal the national business corruption behaviours, with the limits being given 
by the usage of big-data and the magnitude of corruption behaviours. Future research 
will intend to use a larger sample of data for a dynamic detection.   
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1. Introduction and Literature Review 
This paper uses network analysis community detection model in order to detect 
business corruption strategic behaviours at the Romanian level, during EU Parliament 
Elections Campaign of 2019. The paper approaches the subject through a literature 
review, introducing the main elements of corruption definition and network science 
analysis, followed by a methodology and data description, which leads to data 
analysis and discussion. The subject discussed in this paper is an extended analysis 
of the Romanian business corruption behaviours, conducted in the paper „Projecting a 
Strategic Diagnosis System of Corruption Based on Networks Analysis” (Petrișor & 
Nedea, 2019), in which we developed a Strategic Diagnosis Based on Networks 
(SDBN) system, and applied it at a Global, European, EU and Romanian level. 
The hypothesis of the paper is based on the previous literature results showing that, 
during public elections, corruption and the perception of it tend to become more 
accentuate (Rose-Ackerman, 2006). With this, we determine the business corruption 
strategic behaviours at Romanian level. The results show the strategic business 
corruption behaviours of business organizations during the analysed period. 
Among the many difficulties on studying the corruption, one, which is highly discussed, 
is the actual definition of corruption. While, it might seem as just a semantic issue, the 
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way in which corruption is defined determines the way in which it is measured and 
modelled (Jain, 2001). 
There is an agreement among studies in defining corruption as being the use of public 
power for a personal gain, considering the fact that, corruption occurs at the overlying 
of public power and private wealth (Rose-Ackerman, 2006). 
The most common transaction is the one in which a private individual or a business 
organization pays a public official in return for a benefit (Rose-Ackerman, 2006). This 
type of transaction has both demand and supply dimensions. As Dixit (2016) 
discusses, the focus is mainly on the demand side, as most of the studies tend to 
approach the government corruption, while the supply side, as being the private 
individual or business organization should also be studied. 
While the common press exposes on a continuous rhythm the bribery of government 
and public or private actors, the public’s interest rarely extends beyond the details of 
specific scandals. However, as the episodes accumulate, it becomes clear that more 
is at stake than is implied by the set of disjointed stories (Rose – Ackerman, 1978). 
This moves the study centre of corruption to the mass media and press as being a 
powerful tool for detecting and diagnosing the corruption behaviours, at certain time 
intervals. 
Network analysis uses graph theory in order to construct specific networks connected 
by nodes and edges (Barabási and Bonabeau, 2003). One important advantage of the 
network analysis is given by the fact that the graph properties are universal, and they 
have the power to describe almost any entity (Barabási and Bonabeau, 2003).  
 
 
2. Methodology and Data 
In this paper we use Global Knowledge Graph (GKG) Network Visualizer included in 
the Global Data on Events, Location, and Tone (GDELT) project, supported by 
Google, which encompasses hundreds of millions of event records, which are 
extracted from broadcast, print, and online news sources from all over the world 
(Leetaru and Schrodt, 2013), in real time, being updated at every 15 minutes. 
In our research, the month of May 2019 is the reference time interval. This month 
concludes with the European Parliament Elections in the EU, being considered by our 
research a month in which corruption could appear more frequently in mass media.  
GKG Network Visualizer is scanned for the research parameters of Romanian 
business corruption, and a list of all people, organizations and institutions, and 
locations (countries) is compiled as the nodes of the network and the number of times 
that any two searches (corruption and business) occur together. The resulted network 
diagram measures the degree to which the global news refers to two terms together 
over the time interval. In our network, each node represents an actor involved in 
business corruption related discussions over global news.  
Downloaded data was imported into Gephi Software, which is an open source social 
network analysis and visualization tool. For each parameter and scale, we calculated 
the modularity coefficient in order to extract the community structure (Blondel et al., 
2008) and clustering coefficients for measuring the degree to which nodes in a graph 
tend to cluster together (Watts and Strogatz, 1998). We also calculated the average 
degree in order to determine the degree to which some of the nodes are more influent 
than others, and the average path length in order to determine the average shortest 
path in the network (Albert and Barabási, 2002).  
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4. Results and Discussion 
Figure 1 presents the organizations and institutions network at the Romanian business 
corruption scale. The results indicate corruption strategic behaviours concentrated in a 
few highly connected communities in which the corruption actors tend to gather 
together, given by the relatively high clustering coefficient (Table 2).  
 

 
 
Figure 1: Romania business corruption: organizations and institutions network 
Source: The authors 
 
The network measurements, as presented in Table 1, show the differences between 
all the analysed networks in regard with Romanian business corruption. The high 
values on clustering coefficient are showing a strong actors’ power of clustering 
together inside communities. Average degree measurements indicate that the 
countries and names networks have a higher number of influent actors than the 
organizations and institutions network. The highest average shortest path on 
organizations and institutions network indicates that actors tend to connect with other 
actors by using, on average, 2 intermediary actors. 
 
Table 1: Network measurements 

Scale Modularity/ 
Communities 

Clustering 
Coefficient 

Average 
Degree 

Average 
shortest 

path 
Countries network 0.201 / 2 0.804 36.881 1.659 
Organizations and institutions network 0.423 / 4 0.823 8.76 2.097 
Names network 0.554 / 7 0.884 10.611 1.874 

Source: The authors 
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5. Conclusions and Future Work 
The analysis conducted in this article detects the specific business corruption strategic 
behaviours present at the Romanian level during the EU Parliament Elections 
Campaign of 2019. The results reveal corruption strategies based on concentrated 
networks, with a few communities, but with strongly connected actors between 
communities. These results conclude with the detection of specific business corruption 
behaviours followed by actors involved at the Romanian level through the perception 
of mass media and online news. Future research should include a larger sample of 
data regarding the Romanian level of business corruption, with the time interval being 
extended to other electoral campaigns for a proper comparison, but also to periods of 
non-electoral campaigns in order to proper test the different business corruption 
behaviours. 
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Abstract:  One of the most used contributions for a better performance and 
effectiveness is the implementation of the total quality management approach. Since it 
was recognized as one of the most important achievements of the Japanese 
companies, the main focus was put on reaching customer requirements and 
satisfaction and increasing competitive advantage. This has led to a lack of staff 
involvement which can have dire consequences on the future and sustainability of the 
TQM model. Therefore, it is necessary to acknowledge the importance of human 
resource management processes and the seriousness of the role it plays in the overall 
challenge-driven business. 
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1. Introduction 
In an ever more competitive environment, companies are looking for all the possible 
levers of performance. The quality approach is one of these levers. Indeed, it aims to 
improve a customer’s satisfaction, but also to optimize the processes and the internal 
workings of the company. 
Given the complexity of the regulatory, conventional and contractual contexts of human 
resource management, the benefits of implementing a quality approach are obvious: it 
reduces the risk of errors, allows to steer the company’s actions with more accuracy, 
and therefore offers better anticipation for its future. 
The quality approach in human resources thus allows the establishment of processes, 
the choice of indicators and the construction of an evaluation system. The employee, in 
this case, finds himself playing the role of the client, meeting his needs, allowing him to 
plan his career, and managing his skills while following his professional involvement. 
 
 
2. The significance of the TQM implementation 
The visionary leadership, customer focus, continuous improvement and teamwork are 
the four founding principles of TQM. These are based on management of individuals 
(Evans and Lindsay, 1996). Hodgetts identifies 10 the main values of the TQM, the 
majority of which corresponds to the founding principles of the ones created in the 
1950s and developed from the 1970s. (Hodgetts et al., 1994).  
 
2.1. The reasons for success of an organization: 
The 10 main values of tqm by Evans and Lidsay (1996) are as follows: 
• Customer focus; 
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• Leadership (commitment of senior management); 
• Employee’s participation at all levels; 
• A system of recognition of the efforts made by the employees; 
• Reduction of cycling time (or process); 
• A preventive logic; 
• The factual approach to decision making; 
• The long-term vision; 
• The development of partnerships; 
• A public responsibility. 
The benefits from the implementation of TQM have been the subject of several studies 
(Hansen,2001; Hansson and Eriksson, 2003). So, many writers stipulate that setting up 
TQM practices lead to better performance (Nair, 2005). 
 In addition, this work leads to the conclusion that the long-term success of an 
organization and the construction of its competitive advantage are based on the 
implementation of management by total quality. Chong states that TQM provides a 
fundamental way to conduct business, making the business more competitive and 
more efficient (Chong,1998).  Other research shows that the successful 
implementation of the TQM can also lead to improved products and services at lower 
costs, with more satisfied clients and more involved employees (Agus and Abdullah, 
2000). 
 
 
2.3. An explanatory model of TQM 
There are three kex factors identified as the ‘legs’ of the TQM model by Goetsch and 
Davis (2016). These are measures, people and processes (Figure 1). 
 

 
Figure 1: Three-Legged Stool of Total Quality. 
Source: Goetsch and Davis (2016) 



172 

 

A more casual way to understand the notion of total quality is the analogy of a three-
legged stool, as shown in figure above: The seat of the stool is customer-oriented. This 
means with total quality that the customer is in the "seat" as the principal arbiter of 
what is acceptable in terms of quality. Each of the three legs is a broad element of the 
philosophy of total quality (ie, measures, personnel and processes). The foot 
"measure" of the stool indicates that the quality can and must be measured. The 
"people" leg of the stool stresses that quality is not something controlled by a product 
or service. On the contrary, it must be built by people who are entitled to do their work 
the right way. The "Treats" the leg of the stool indicates that the procedures must be 
improved, continually and forever. What is considered excellent today may just be 
mediocre tomorrow. Consequently, “good enough” is never good enough. (Goetsch; 
Davis, 2016) 
 
 
3. The importance of human resource management implication 
The staff is at the heart of the organization. They have a preponderant place both for 
the implementation of processes and for improvement. 
It is, therefore, necessary for a company that the personnel is aware of their 
importance in the implementation of the Quality Management System: this is called the 
involvement of staff. 
In addition, they must be competent, empowered and involved at all levels of the 
organization. They are essential to creating value (ISO 9001:2015). 
To manage an organization effectively, it is important to involve all staff. Each 
individual must be taken into account by management or intermediate management. 
Recognition, empowerment and skills enhancement facilitates staff involvement in 
achieving the organization's quality objectives for operational operation (production) 
and support functions. 
The involvement of the staff is a principle of quality. In this sense, it is important to get 
there. But it is not easy to get there. 
During the implementation of a QMS (Quality management system), it is necessary to 
obtain the total inclusion of the staff. Generally, there is a first negative feeling and a 
mistrust when it comes to the employee in thinking that the company only cares about 
production and results rather than its workers' well-being. Exceeding this brake is, 
therefore, a first step in the involvement of staff. 
Then, it is required to involve the staff in the implementation of the quality management 
system. An effective solution is to integrate a majority of people into process working 
groups (This solution is very effective in small to medium businesses and organizations 
of 30 to 100 people). Process construction as part of the process approach is an 
excellent lever for gaining buy-in and involvement, for example for the description of 
activities and the creation of Process / Mapping process sheets. 
 
 
4. Conclusion 
The purpose of this starting paper is to study the following questions: 

- Why is HRM is not one of the focal points of TQM? 
- Does TQM require a particular approach to HR strategy for successful 

implementation? 
- What are the challenges and support that the HRM goes through when 

performing quality practices? 
One of the seven principals of quality management is staff involvement but there’s 
hardly any conversation or literature regarding it. 
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In principal, the employees of a company would subconsciously care about the quality 
of the work to be achieved and express the desired advancement and improvement 
with the help of training and a support system. This shows that human resource 
management is has a powerful role in quality management and improvement.  
In conflict with this, quality management and TQM, in particular, focuses on more of 
the technical side of the application and implementation rather than what we could call 
“the softer” process of winning employee support for, and commitment to, the TQM 
philosophy of continuous improvement (Wilkinson et al.,1991;1992). Evidence from the 
growing literature on TQM failure emphasizes the neglect of the “soft” side of quality 
management wherein the HR and organizational behavior aspects of quality programs 
are not given their deserved emphasis (Walker, 1992). 
A lot of narrators explain that the achievement and sustainability of TQM depend on 
transforming HRM processes. As firms and enterprises are applauded to leaning 
towards system-based processes rather than job-based processes. 
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Abstract: The survey covers a study of the tourism potential, biodiversity and 
characteristics of ecotourism in the Western Rhodopes region in Bulgaria. The 
biodiversity of the region, tourist resources and opportunities for ecotourism supply 
were examined. A critical analysis of weaknesses in local tourism policies in the 
planning and development of the region as an ecotourism destination has been made. 
The existing ecotourism products and realizations in the region are examined. To 
achieve the research goal, a set of general and private methods corresponding to the 
interdisciplinary and heterogeneous nature of the study are used: methods of analysis 
and synthesis, cameral method, questionnaires,  geographic methods of research. 
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1. Introduction 
Ecotourism is definited by IUCN as an environmentally responsible travel and visitation 
to relatively undisturbed areas, in order to achieve, study and appreciate nature (as 
well as any concomitant cultural features – created in the past and in the present), that 
promotes conservation, has low visitor impact, and provides for beneficially active 
socio-economic involvement of local populations. The observation of the wild nature is 
considered as the most widespread activity among the environmentally orientated type 
of tourism on an international scale, but only 10-15% of the ecotourists are 
birdwatchers who possess considerable knowledge or experience and who expect to 
receive more specific services. That is why, we can assume that the bigger parts of the 
tourists expect to observe interesting animals or they want to have other exciting 
experiences among a beautiful natural environment without having previous specific 
knowledge or abilities. 
According to the ecotourism requirements for a strongly individual product supply in the 
areas with preserved natural resources, the varied Bulgarian nature gives the country a 
number of advantages in comparison with some more industrialized areas of Europe. A 
great number of relict, endemic, rare and protected species are presented in the area 
of the Western Rhodope Mountains. According to the National Strategy for 
Preservation of the Biological Diversity in Bulgaria (1998), the Rhodope Mountains laid 
on the prestigious forth place by priority, immediately after the existing National parks 
in Bulgaria – Rila, Pirin and Central Balkan. 
 
 
2. Tourist potential and biodiversity of Western Rhodopes region 
The abundance of flora diversity of the Western Rhodopes is a premise for 
development of botanical tourism, which could be defined as tourism in preserved 
natural areas which possess a very rich and attractive flora and vegetation. The 
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attractiveness of the plant species is defined by their decorative qualities, rareness or 
its unique characteristics (local or regional endemic species). Botanical tourism has a 
very big potential, but it is still under-developed. Special botanical tours are organized 
in the biosphere reserve Chervenata Stena, in the area of Trigrad and Buinovsko 
Gorge, in the areas of Smilyan, Beglika, Devin, etc. 
The rich fauna diversity of the Western Rhodopes offers a huge potential for the 
development of environmentally responsible tourism. The Rhodopes are currently 
through the places most attractive for ecotourism for the foreign tourists. Among all of 
the ecotourism types developed there the bird watching is most developed, as it is in 
the country in general. Different parts of the Rhodopes are included in about 60 % of 
the circuit tours for bird watching, offered by the Bulgarian tour-operators, as well as in 
the itineraries of independently traveling birders. The diversity and the specific 
composition of the region's ornithofauna, as well as its better accessibility compared to 
some of the other Bulgarian mountains, are the key to its attractiveness for 
birdwatchers. According to the National Strategy for Preservation of the Biological 
Diversity in Bulgaria (1998), a number of species with expressed Mediterranean, 
Eastern European and Asian distribution can be observed there, including rare species 
for Europe and globally. Some of the most attractive places for bird watching on a 
national and international scale are to be found there (ex. the Trigrad Gorge for the 
wall creeper). The Western Rhodopes are one of the most important areas in Bulgaria 
for the breeding populations of the eagle owl, the white-backed woodpecker, the black 
woodpecker, the honey buzzard, etc. Their territory hosts the most numerous 
populations of the capercallie and the hazel grouse in the country. The combination of 
opportunities to watch high-mountain and Mediterranean species together on a small 
territory is of big importance too. (Georgiev, 2005) 
 
 
3. Regional planing and ecotourist supply in the Western Rhodopes region 
An important program document that has been worked out for the development of 
ecotourism is the Regional Action Plan for Ecotourism – Western Rhodopes 
Ecotourism Destination, which strategically goals were defined in the following way: 
conservation of the natural and cultural heritage, development of the ecotourism 
business, regional and local development, but the authorities in Smolyan region still 
didn’t realize the strengths of ecotourism, based on the exceptional abundance of 
natural and anthropological resources concentrated at comparatively small area. 
Fundamental problem of the tourist activity is the contrast between the high level of 
natural and cultural elements, which are not affected by human influence and the 
common orientation to confirmation of sustainable tourist destination. There are 
attempts aimed at creation of such coordinated tourist policy through development of 
strategies and programmes, but the results are still far from the expectations. 
The packages for naturalists with general interests also find comparatively good 
realization in the Rhodopes, while the share of tours targeting the plants in the 
mountain, the observation of bears, wolves and other big mammals is still 
inconsiderable (about 10 %). The potential of the Rhodopes for development of other 
types of specialized ecotourism is very high as well. One of the most steady wolf 
populations in Bulgaria, which varies between 150 and 180 individuals, is there too. 
The number of Brown Bears in the Rhodopes is also high - about 200 individuals. 
(Spiridonov and Spassov, 2011)  
On certain conditions and with some good advertisement the Brown Bear tours could 
resist to the competition from the Scandinavian countries, Slovakia and Romania and 
attract more foreign tourists. (Alexova, 2005) 
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4. Ecoturist product policy in the region – characteristics and problems 
The characteristic of the tourist product is closely tied up with the evaluation of the 
tourist flows. The tourist product does not correspond to the rich resort and tourist 
potential of the region.  
The capacity and the quality of the main tourist services (accommodation and catering) 
has vastly increased –  new tourist necessary equipment has been provided. At the 
same, ceaselessly reconstruction of the existing necessary equipment contributes for 
tourists to establish conditions for higher quality of the tourist services.  
Additional services, connected with the alternative forms of tourism haven’t been 
developed enough yet – this concerns to the ecological, rural, cultural and sport 
tourism. There are very good resource premises for their development. The dominant 
additional services are connected with the classic types of tourism - mountainous and 
balneological, but the favorable microclimatic conditions haven’t been used in fully yet. 
A complex health tourism - climatic and balneological, has not been offered too. 
Additional ecotourism services can be developed further but not through apply of 
identical decisions but through uniqueness and specific attractiveness, which to be 
sought. 
The tourist goods, (with extremely souvenir character) could be used to extent the 
typical “Rhodopean” characteristics and to reflect more categorically the tourist 
destination aspect. The proposed tourist product in Smolyan region needs additional 
efforts with a view to achieve more general, complex and sustainable tourist supply. 
There are initial surveys made by the author of the needs, natural resources, level of 
the services, infrastructure, price policy, advertisement materials – through 
consultations, collecting of data at place, survey of information – questions and 
answers, through personal contacts, completion of questionnaires, observation – 
contact with tourists and research of their behavior in supply of the tourist product. 
Our researches and analysis refer to concrete ecotourism realizations in Smolyan 
region – development and encouragement of “Chudnite Mostove” ecotourism 
destination, “Orpheus’s Garden – Rhodopean flora conservation by ecotourism 
development” (Alexova and Gyurova, 2009), “The canyon of Waterfalls” eco trail, etc., 
which are supported by investments from different programs and funds. Ecotourism in 
the future will be developed mostly in the same way, because of the lack of financial 
resources in the municipal budgets.  
Ecotourism is at offer both in particular settlements and municipalities in the region and 
combined tourist product of several municipalities. In the past few years there has 
been increased interest toward the development of ecotourism due to the rich natural 
resources of a considerable part of the area's territory. The realizations of more 
dimensional projects (where neighbouring regions take part) have already begun. For 
example, the project “Protected areas – hidden pearls of the Rhodopes”. It is a vastly 
more effective form for the conservation of biodiversity and nature landscape which 
gives a possibility for local populations’ mass participation. The building of tourist 
infrastructure in the nature territories (information tables, trails with interpretative 
educational elements, observation stations, etc.) is not enough. 
 
 
5. Conclusions 
In conclusion, it can be summarized that the ecotourism supply in the Western 
Rhodopes region has a number of weaknesses. Insufficient potential is felt at a local 
level for the development of projects aiming attracting of investments as well as 
dealing with the need to consult local projects and moreover the local population is not 
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still convinced enough in the effect of ecotourism implementation, both for environment 
conservation and for the improvement of its prosperity.  
There is a great demand of specified human resources, despite putting this question 
on a local and regional level. The resources of particular municipalities and the region 
as a whole haven’t been used in a sufficient degree. This concern also to complex 
itineraries for ecological and cultural tourism. Informational and advertising matters for 
the consisting ecotourist porducts are not enough. A part of them haven’t been 
designed with the necessary quality or they offer very limited information. 
Aggressive investment interests for fast return leads to destruction of the environment 
in some of the territories. This is the most significant threat to the sustainable 
development of ecotourism in the region. 
Ecotourism development has to rely on collaboration and partnership among 
environmental organizations, businesses, institutions and local populations. The 
sustainable and competitive ecotourism development should be provided by the 
general conditions and best practices as well as the experience of other countries. 
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Abstract: Nowadays, cities are becoming places of reference and at the same time a 
destination for an increasing number of tourists. Urban areas have developed from the 
point of view of the territory, quality and diversity of touristic products which has 
become an important resource for the touristic field.  The paper explores: the shift 
from ‘traditional’ cultural tourism towards creative tourism, meant as an evolution of 
the former, directed towards an engaging and authentic experience, encompassing 
communities’ lifestyles; the development of “ruin tourism” as an emergent form of 
tourism practiced in urban spaces, as well as with its spatial implications in terms of 
imagistic, practices and atypical spaces. The development of creative tourism 
presents new challenges for both the tourist and the destination. The article proposes 
an approach on how trends in the development of urban cultural tourism are in full 
process of affirmation, given that, in recent years many cities are trying a new identity 
to gain international recognition through tourism. 
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1. Introduction 
At the beginning of the 21st century, tourism has become one of the world’s largest 
industries and goes on to record high growth rates. Many countries have a great 
interest in supporting tourism development given the socio-economic effects of this 
sector. They mainly refer to the positive impact on the balance of payments, regional 
development, diversification of the economy, income levels, state revenue, 
employment opportunities (Pearce, 1991).  
Tourism and culture both play an important role in shaping the environment to meet 
the needs of consumers. Cultural Tourism is a key sector of the global tourism market, 
accounting for just under 40% of all international travel (UNWTO, 2017). 
Within an urban community, the tourism can bring significant benefits (Stanciulescu, 
2009). These benefits refer at: creating new work places; new perspectives for local 
tourism firms; new investment possibilities;  increase of incomes and implicit the 
improvement of life standards for local collectivity;  generating incomes from local 
taxes which can be used for restoration of infrastructure and improvement of the 
community facilities;  improvement of the infrastructure whose direct beneficiaries, 
besides the tourists from the area, will be the residents of that area; assurance of the 
financial sources for conserving the natural areas, art, handicraft, archeological and 
historic areas, cultural traditions (European Commission, 1998). 
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2. Urban tourism and  experience-based tourism 
Urban tourism addresses visitors from everywhere and towns that aim to develop 
tourism function can be metropolitan centers or historic, small, cultural towns, although 
in the opinion of specialists (Cazes and Potier, 1996) urban tourism takes place in 
cities or urban agglomerations of at least 20,000 inhabitants. 
The cities must be able to meet the expectations and needs of a growing number of 
tourists, attracted by the richness and variety of cultural objectives, sports, business, 
and so on, and must continuously renew and improve such facilities, so that they 
maintain on the tourist market. For a city to act as a key tourist attraction in first place it 
should have a heritage value to be accompanied by a complex infrastructure to meet 
the wishes of tourists. (Gârbea, 2013). 
The image of a city or region becomes based both on physical assets, and a series of 
experiences built around those assets, generally extending to the ‘living culture’ and 
the atmosphere of places. The importance of identity and the acquisition of cultural 
capital in post-modern society points towards the use of creativity as an alternative to 
‘conventional’ cultural tourism (D’Auria, 2009). 
According to Pine and Gilmore (1999) and Amin and Thrift (2002), increasing 
competition in the market means that ‘goods and services are no longer enough’ and 
that producers must differentiate their products by transforming them into ‘experiences’ 
which engage the consumer. Experience-based tourism is the new concept that is 
gradually emerging to cater for this need. It is necessary to go beyond the fruition of 
the ‘fleeting’, enlarging the tourist experience in time through an intellectual and 
emotional involvement able to continue after the fruition and able to stimulate the 
fixation of the remembrance/memory. In the era of ‘access economy’, the mere 
production of goods and services is not enough and they are instead the experiences 
and the emotions offered to the consumer to constitute the base of the creation of 
value (Schmitt, 1999): from the continuous process of accumulation and consumption 
of the aforementioned ‘symbolic capital’, it achieves a market appreciation of the 
differential value of the beauty and the aesthetical quality. ‘Experience-based’ tourism 
often needs to employ more than just one supplier and to use more than just one set of 
experiences to make the offering complete. 
Urban cultural tourism involves experiencing or having contact of differing intensity 
with the unique social fabric, heritage, and special character of places; moreover, by 
experiencing wider urban culture the tourist will have a chance to learn about the local 
community, or will have an opportunity to learn something about the significance of a 
place and its associations with the local community, that is its heritage (McKercher and 
du Cros, 2002). 
 
 
3. Cultural and creative tourism 
Richards and Raymond (2000) define creative tourism as: ‘tourism which offers visitors 
the opportunity to develop their creative potential through active participation in 
courses and learning experiences which are characteristic of the holiday destination 
where they are undertaken’. 
Creativity has become a more important element in regional development strategies 
because of three main reasons (Richards and Wilson, 2006): the rise of the symbolic 
economy privileged creativity over cultural products; regions and cities have 
increasingly used culture as a form of enhancement and therefore need to find new 
cultural products to create distinction in an increasingly crowded marketplace; 
destinations which lack a richly built heritage need to find new means of competing 
with those that do. 
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According to Richards (2007), perhaps we should be shifting our attention away from 
concepts of culture as a collection of ‘products’ (museums, heritage centres, events, 
and so on) toward a more fluid concept of culture as ‘process’ (links between 
production and consumption, processes of capital accumulation, identity formation and 
image creation). The emphasis on intangible factors has now arguably become more 
important than ‘traditional’ cultural assets. 
Creative tourism will also grow as cultural tourism expands, because many creative 
tourists are also interested in the cultural attractions and experiences that they can 
have in the destination. 
Greg Richards (2017), identify major future trends in creative tourism is: taking home 
skills as well as souvenirs; creative gastronomy; creative personal space; creative 
work; digital creativity; social connectivity; living like a (creative) local; holidays for the 
creative class; destinations as creative platforms; destinations as the hub of creative 
networks. 
The search for new experiences means that intangible culture is becoming more 
important in cultural tourism, and that this trend will also continue in the future with the 
growing demand for engaging and creative experiences (UNWTO, 2017) 
 
 
4. Urban exploration 
Recent research in urban tourism has highlighted the continuing expansion and 
diversification of tourism in terms of practices and spaces, but also temporalities and 
involved actors, especially in metropolitan contexts (Aude Le Gallou, 2018). 
This leads to an increasing valorization of so-called ordinary spaces or even urban 
margins as touristic attractions, contributing to the production of “new urban territories 
of tourism” (Gravari-Barbas and Delaplace, 2015, p. 2). On the other hand, limits 
between tourism and daily life tend to be more difficult to assess (Urry, 1995), thus 
challenging binaries on which traditional understandings of tourism rely. All these 
evolutions in urban tourism set the context for an increasing importance of new spatial 
practices developing in areas that were not integrated to tourism so far. 
Among ordinary and marginal urban spaces recently arousing tourism interest, modern 
ruins. Ruin tourism can be understood as a form of reappropriation of several 
characteristics of urban exploration. Urbex and ruin tourism indeed value modern ruins, 
although it must be reminded that urban explorers also consider infrastructural areas 
such as sewers, construction sites or subway tunnels as relevant for their practice 
(Garrett, 2012). 
 
 
5. Conclusion 
Development of tourism leads to a diversification of tourism practices and spaces 
making way for alternative products. Urban tourism has been increasingly addressed 
within tourism studies in recent decades. 
One of the important implications of creative tourism is that the destination has to be 
creative in order to develop intangible cultural resources, which are characteristic of 
the destination (such as traditions or local skills) into creative experiences for the 
tourists. 
Ruin tourism fits into these recent evolutions of urban tourism and contributes to 
building new cultures of urban tourism. 
Any urban destination that wants to develop tourism as the main branch of the 
economy, should carefully evaluate their development potential, and after that 
assessment it should establish how best to capitalize it. 
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Abstract: "Cross-border cooperation is the direct collaboration between neighboring 
regions along the border, in all areas, between local and regional authorities, involving 
all actors." The topic of cross-border cooperation is therefore very broad, dealing with 
issues of daily life at the local level, but also topics related to international law, from 
initiatives and plans for regional development through cross-border cooperation, to 
European Union strategies including funding programs. Cross-border cooperation has 
a tradition formed over several decades. The potential of tourism development as a 
way of diversifying and restructuring the border regions is based on "niche" tourism 
strategies. While some border regions have to deal with issues related to mass 
tourism, others, especially those whose development "drags on", tend to have good 
tourism potential. The main activities to promote tourism development in cross-border 
regions focus on strategic cooperation in order to research opportunities and develop 
cooperation strategies, followed by the creation of tourism products through 
cooperation, marketing strategies and support services.  
 
 
Keywords: Cross-Border Cooperation, Romania, Hungary, Tourism, strategies. 
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1. Introduction 
Cross-border cooperation emerged from the common interest of both parties to solve a 
collective problem. Experience has shown that it is more advantageous to approach it 
by a cross-border structure, thus avoiding duplication of efforts by the institutions of 
each region. In the border regions people have to face the historical past, the 
environmental problems, as well as the economic difficulties, all amplified by the 
political conditions. Cross-border cooperation initiatives serve to reduce tensions, 
create positive habits and relationships that can have effects over a large territorial 
range, as well can solve concrete problems that cannot be solved in a national context. 
The European Union offers to the cross-border regions both resources and sources of 
legislative inspiration, two important means to improve the conditions existing in the 
border regions. Borders, therefore, are an integral part of human behavior - being a 
product of the need for order, control and protection in human life, reflecting similarities 
and differences, a line drawn between "them" and "us" (Dogot et al., 2011). Boundaries 
are ubiquitous human constructions, the inevitable result of the diversity and limits of 
power and constraint, social organization, division of labor and promotion of collective 
identity within a geographically defined territory. However, all borders must remain 
flexible enough to withstand cross-border changes and exchanges. The existence of 
such infrastructure and affiliations combined with a high quality of life and environment, 
in turn, influences the attractiveness of a border region in terms of establishing in the 
area business / investments (Kozma, 2011). Cross-border regions tend to have 
comparative advantages over regions located in the main economic centers in terms of 
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quality of life and environmental factors. The borders of a state, very important from a 
political point of view in the last two centuries, were created as a result of wars, 
invasions or constraints. Few borders have been created democratically, by the will of 
the citizens. However, paradoxically, the borders were a "sine qua non" condition for 
the development of parliamentary democracy and welfare. Thus, prosperity increased 
only when the coercive function of the borders of a state was omitted or at least 
eliminated from the daily political activity (Brie and Kozma, 2006). Borders therefore 
remain an ambiguous thing, even a contradictory phenomenon. They facilitate the 
development of democracy, but impose geographical limits on it. They include, but at 
the same time exclude. Borders are barriers, but also bridges. For many, especially 
those who reside in border areas, borders are a resource (legal or illegal), as well as 
the symbol of their identity. 
 
 
2. The potential of tourism development 
Tourism can act as a catalyst in the structural adaptation and development of the cross 
border regions contributing to the development of various fields, including the labor 
market (new skills and alternative employment), infrastructure and facilities (roads, 
transport, accommodation and leisure facilities), investments and new business 
outlets. The strategies of tourism development must be based on the concept of 
development with chances of support and awareness of the potential weaknesses 
associated with the negative effects of tourism (on the environment, agriculture, local 
communities, etc.). The environmental aspects must be integrated in the decision 
making and the management of tourism projects. Successful tourism development in 
certain regions requires cooperation at the strategic level (product planning, markets, 
etc.) and at the level of practical actions / projects involving a wide range of interests 
(public, private, community). The perception of strong competition between border 
areas must be replaced by the idea that a border region can offer a single product or 
product range through cooperation. Strategies for successful tourism development 
refer to the creation of a variety of products and services to attract and retain tourists at 
an initial stage and then for longer periods; efficient targeting of market segments; and 
the delivery of "absolute" quality services  (Țoca and Popoviciu, 2010). 
 
 
3. Needs and priorities in cross-border regions 
The needs and priorities related to the cross-border regions are marked 
interdependently. The quality of the environment is a key factor in establishing the 
tourism development potential in a region; the type of tourism that can be developed 
(ie mass tourism, covering both "summer" tourism in coastal areas as well as "winter" 
tourism in mountainous areas, fisheries / winter sports based, or "niche" tourism, 
based cultural heritage, activity-based tourism, rural tourism), and the quality of tourist 
products and the types of visitors that can be attracted. This applies to the 
development of tourism both in rural regions, which can be based either on "mass" or 
"niche" tourism, where landscape, physical features and lack of pollution are key 
environmental factors, as well as urban, culture-based tourism, heritage and 
recreation, where the quality of the built environment, infrastructure and support 
services, including transport connections to and within the area, are of major 
importance. Border regions, especially those with "rolling" development, tend to have 
good potential for tourism development. Cross-border regions tend to have 
comparative advantages over regions located in the main economic centers in terms of 
quality of life and environmental factors. The extent to which tourism can be a catalyst 
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for economic development in cross-border regions is highly dependent on the 
characteristics of the region in terms of tourism resources (coastline, mountains, 
cultural heritage), the mix of resources present and the degree of importance that 
strategies and activities on which allocates it to the promotion of tourism and cross-
border cooperation (Boștinaru, 2013). 
 
 
4. Previous experience in cross-border cooperation between Hungary and 
Romania 
Although the variety of the environment (landscape, and resources with therapeutic 
potential) as well as the rich cultural heritage (architecture, monuments and traditions) 
can provide a solid basis for developing some forms of tourism in the eligible border 
area, both on the Hungarian side and on the Romanian part of the border, there are 
very few internationally known or famous tourist attractions. In 2017, the Bihor 
Destination Management Agency (DMA) intensified the cross-border cooperation in the 
field of tourism, between Bihor and Bekes counties, by signing a cooperation contract 
between representatives of the Bihor Destination Management Agency and the Bihari 
Tours Association in Békéscsaba. When signing the contract, the parties undertake to 
provide timely and reciprocal information that will help promote the two regions, 
prepare materials and publications in Hungarian and Romanian, and collect data to be 
able to discover and improve tourism requirements, so that the quality of services 
increases. Bihor County is well on the tourism chapter for the year of 2018, both in 
terms of the number of arrivals in the tourist reception structures, as well as in the 
number of nights. According to the latest data of the National Institute of Statistics 
(INS), in 2018 in the accommodation structures in the county, 1.522.418 tourists 
(1.371.084 Romanians and 151.334 foreigners) stayed. With this figure, Bihor County 
is ranked on the 4th place in the country, after Constanta, Bucharest and Brasov. 
Tourism specialists say that this classification of Bihor is justified. Bihor County has 
three major chapters that attract tourists. First of all, it's the Băile Felix and Băile 1 Mai 
resorts, which have some high-level accommodation structures. Then it is about the 
city of Oradea, which attracts tourists both by its location, near the border, and by the 
tourist objectives rehabilitated in recent years. Last but not least, it is about the 
mountainous area of Bihor, with the caves, with the objectives that keep the traditions, 
with the pensions built lately (Badulescu et al., 2014). 
 
 
5. Improving and promoting cross-border labor mobility in the field of 

tourism 
For 2019, the Destination Management Agency of Bihor (DMA) is the leader of a 
project through which over 2.7 million euros will be invested in training and specializing 
in human resources in the tourism and synergetic field in the Bihor Euroregion - Hajdú-
Bihar. "Creation and development of a cross-border polycentric network of training and 
support in order to increase the quality of tourist and craft services in Bihor and Hajdú-
Bihar counties" (Project Code: eMS 398, Acronym: ForTour BHHB) is financed through 
the INTERGREGER cross-border cooperation program ROMANIA-HUNGARY, 
PRIORITY AXIS 3, Improvement of employment and promotion of cross-border labor 
mobility, Investment priority 8 / b, in partnership with the Orthodox Parish of 
Körösszegapáti, Roman-Catholic Bishopric of Oradea, Parish of Reformia, Parohia 
Reohea Nord – Oradea and Izbuc Monastery. Through this cross-border project, 
whose total value is 2.718.106 Euros, the partners will follow the efficient increase of 
the percentage of employment in the field of tourism and hospitality in the Bihor-Hajdú-
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Bihar Euroregion. Integrated cross-border human resource management strategies will 
be carried out with trained and specialized personnel in order to increase the 
attractiveness of the tourist destinations in Bihor and Hajdú-Bihar. 1020 persons from 
the tourism field will attend training / specialization courses; 2 workshops and 22 
events (fairs / festivals) will be organized to promote local products and a common 
base of human resource needs in tourism will be created. 
 
 
6. Conclusion 
Cross-border cooperation in the Hungary-Romania border area is a powerful basis that 
can be built in the future. The border area is characterized by common multicultural 
traditions and ethnic diversity (especially in the Romanian part of the border), which 
provides a solid basis for "people to people" and for community-community actions in 
various fields, which leads to increased integrity of the entire border area and lays the 
groundwork for cooperation in other areas. The availability of a wide range of higher 
education institutes offering quality education in various fields can be considered as 
one of the most important strengths of the border area, offering the potential for quality 
research and development of services. The level of cooperation between universities, 
and between universities and enterprises is very limited at present; strengthening such 
cooperation can play an important role in increasing the competitiveness and 
integrated development of the area. 
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Abstract: In the present days, many countries are making significant efforts to 
develop and operationalize a number of certification systems designed to confirm that 
a destination, a tourist company or a product improved its performance in terms of a 
number of criterias including: environment, conservation and biodiversity, product 
management, quality, etc. In these circumstances, our country also saw the need to 
develop such a certification system that would practically apply the principles of 
ecotourism to ensure the sustainable development of local communities, but also the 
conservation of nature. The purpose of our paper is to show that the Romanian 
certification system can be brought to the standards of international certification 
systems by adding new strategies on the home page of ECO-Romania that will 
improve the ecological environment. 
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1. Introduction  
The study is based on a very in-depth documentation of the content of specialized 
books and, in particular, the consultation of web pages. 
The application of the current principles of sustainable tourism development in the 
protected natural areas and in the areas adjacent to them has led to the emergence of 
ecotourism as a distinct form of tourism.  
Despite the fact that our country has a great ecotourism heritage, with great potential 
for exploitation, ecotourism is a segment faced with many problems, that is why the 
National Strategy for the Development of Ecotourism has been developed, which aims 
to promote ecotourism, as the main form of tourism within the protected areas and the 
certification systems have been laid. 
Certification is defined as a voluntary procedure by which is evaluated, audited and 
offers a written guarantee that a tourist facility, product, process or service reaches 
certain specific standards. Those who meet or even exceed the basic standards are 
offered a commercial logo. Certification is one of the tools that provide a motivation for 
tourism businesses to improve their economic, social, but also environmental 
performance, while being simultaneously rewarded, tangible or intangible for these 
achievements.  
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Figure 1: Standards for obtaining certification from global systems 
Source: authors 
 
 
2. Certification systems - from international level to national level 
The development of ecotourism in Romania is due primarily to the efforts made by the 
Association of Ecotourism in Romania (AER). This is an organization under which tour 
operators, non-governmental organizations of local development and nature 
conservation, and tourism associations, are trying to develop successful ecotourism 
programs meant to revive Romanian tourism. 
The Association of Ecotourism in Romania considers absolutely necessary to develop 
an Ecotourism Certification System that practically applies the principles of ecotourism 
to ensure the sustainable development of local communities, but also the conservation 
of nature. The eco-tourism certification system of AER (ECO-Romania) adapted 
international practices to the Romanian context.  
The certification system operates with a set of criteria developed by The Association 
of Ecotourism in Romania that must be met by the products of the tour 
operators subject to the certification procedure. The criteria are divided into two 
categories: basic criteria - they represent the basic norms that must be met by the 
product subject to certification in order to obtain at least the temporary ecotouristic 
classification, and complementary criteria - there are rules that finalize the 
classification of a product as ecotourism.  
From the implementation of the Ecotourism Certification System, a number of benefits 
recognized by AER can result: 

 It is a good way to allow customers to identify products that offer experiences 
related to rural culture and nature; 

 It ensures a higher level of service quality; 
 Participates in local sustainable development and nature conservation; 
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 Participates in increasing the degree of confidence in Romanian eco-tourism 
products internationally. 

 
3. Promoting the ecotourism development strategy in Romania 
The best tool for promoting a product, regardless of the class it belongs to, is the 
online environment. The website promoting ecological tourism in Romania is simply 
called: eco-romania.ro. 
According to the data within the site, the association is more than 15 years old, with 56 
members, most of the tourist agencies or tourist pensions oriented to information and 
consultancy on ecotourism and sustainable tourism. 
Below is presented the main page of the website of the Ecotourism Association of 
Romania, but also their menus: 
 

 
Figure 2: Eco- Romania home page 
Source: https://www.eco-romania.ro/ 
 
The AER online page is well organized, as you can see, being structued into 6 menu 
options: Discover Eco-Romania, Eco Destinations, Ecotourism, Map,  
Contact, Blog. All information is in both Romanian and English. Besides all this, 
another positive aspect refers to the option of the map, which has in its composition 
several features, about accommodations, routes, objectives, etc. 
 

 
Figure 3: Development strategies for Eco-Romania home page 
Source: authors based on https://www.eco-romania.ro/ 
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To develop Ecotourism in Romania through our national certification system we 
suggest to create a new main section on the site called: „Useful Informations” (Figure 
3) that could includes strategies for visitors, accomodations structures, annual 
essessment of biodiversity status, areas and routes that are open for research and 
visiting. 
Adding all this strategies in the online page of Romanian Ecotourism Association can 
make the site more atractive for national tourists and most important for international 
tourists. 
 
4. Conclusion 
Romania is one of the "richest" European countries in terms of biodiversity.  The 27 
national and natural parks, the Natura 2000 network and the cultural and historical           
heritage, make it an ideal area for ecotourism. 
By implementing a system of certification of the quality of ecotourism services, the 
companies in the area could obtain a better image and an element of differentiation 
from the competition, resulting in beneficial effects on the profile market by reducing 
costs and improving performance. And the online environment could be the best 
mechanism for recognizing the conformity of ecotourism products developed by 
agencies and tour operators, local communities and accommodation structures, to the 
requirements of the principles of nature conservation, sustainable development of local 
communities and enhancement of natural and cultural resources. Thus, certification 
systems can become a source of income  through the loyalty of users of ecotourism 
services. 
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Abstract: The social responsibility of companies is a voluntary action taken by firms, 
challenging the economic, social and environmental challenges, these being the 
dimensions of sustainability. The purpose of this paper is to identify theories and 
models of business ethics and social responsibility of multinationals in the receiving 
economies. The theoretical landscape of business ethics and social responsibility of 
multinationals in the recipient economies is complex and, at the same time, the 
theories identified highlight that the theoretical process of business ethics and social 
responsibility of multinationals is continuous and increasingly controversial. Corporate 
social responsibility (CSR) plays a major role not only for the company's employees 
and business partners, but also for the good of the whole society. The importance of 
corporate social responsibility is reflected at an international level through the 
evolution of regulations and policies on corporate social responsibility practices. 
Implementation of organizational codes of conduct and further harmonization of 
management standards in the field of social responsibility can stimulate the increase 
of transparency and trust in companies, the quality and productivity of employees due 
to a safe and healthy working environment and the credibility of reports on social 
responsibility, reputation and customer satisfaction. 
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1. Introduction  
Recent changes on international markets led to an explosion of companies with 
worldwide operations, and therefore, ethical problems are likely to increase, implying 
the need for a global code of ethics. But as companies and managers of these 
companies have contractual relationships with business partners from different 
countries, there is a need to understand the ethical decision-making processes. 
Divergences of ethical behaviour can be explained by variables related to differences 
in perception regarding the importance of ethics and social responsibility in achieving 
organizational effectiveness (Singhapakdi et al., 2001; Asgary and Mitschow, 2002). 
Literature sees social responsibility as a dimension of business ethics. A good part of 
ethics deals with the inside character of the company, which must be assumed daily, 
and which, at the same time, should not only last for a moment but also for the 
medium and long term (Cortina and Conill, 1996:118 – 121).   
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Regarding the structure of this paper, besides this introductory chapter, the paper 
contains two sections. Section 2 brings out the principles of business ethics and social 
contract theory, Section 3 presents the social responsibility of multinationals in the 
recipient economies, and addresses issues regarding the Global Pact.  
 
 
2. The principles of business ethics and the theory of the social contract 
Reality has shown that the market economy is based on business ethics, high labour 
productivity, rigorous organization of business, partner responsibility for written or 
verbal engagements, business people's ability to ensure better working and living 
conditions. Actions in this area must step up so that the company's culture determines 
the decision-makers of the firm to find promotion and control over social responsibility 
and ethical attitude, as owners and managers decide the economic performance that 
must be met (Botescu et al., 2008). At the same time, the application of ethics in 
business is based on the translation of certain principles into practice. All decisions on 
business ethics are basically compromises in the economic and social responsibility of 
the firms, or between aspirations and debts in the case of individuals (Mitu and Nanu, 
2010:33). In this sense, the eight practical principles of business ethics developed by 
Professor Thomas W. Dunfee of Pennsylvania University are the following: (quoted 
from Potincu and Potincu, 2013:7-8, Mitu and Nanu, 2010:33 -34): (1). Respect for the 
legal rules in force on a national, community and global level, even if they are 
inappropriate laws, considered wrong by the outsiders. (2). Respect for the 
confidentiality of information from the perspective of three relationships: between the 
employee and the company, between the supplier and the client, between the 
negotiator and the outside. (3). Sensitivity to conflicts of interest. This involves 
detecting them and, if possible, avoiding them, as well as transparency and calling for 
neutral referees to resolve these conflicts. (4). Professional consciousness and 
professionalism implies exercising the profession with conscience and caution, 
cultivating professional competence, limiting decisions and actions to professional 
competence. (5). Loyalty and good faith, bearing in mind the moral obligation not to 
deceive, to keep his word, to be fair. (6).The sense of responsibility implies 
considering the practical consequences of decisions, as well as assuming the 
responsibility. (7). Respect for the rights and freedoms of others, which implies 
freedom of behaviour, freedom of opinion and the avoidance of any kind of 
discrimination. (8). Respect for the human being is intended not to cause harm to 
others as well as respect for the human personality.   
An approach that links the norms of daily life to business is "the social contract 
theory," a normative, realistic and comprehensive theory, developed by American 
authors, a theory that pertains to a set of ethical rules structured on three levels. The 
first level contains moral hyper sums, rules of a general nature applicable to personal 
liberty, physical security, and the right to information. The second level, called the 
macro-social contract (global), is based on free consent to the rules. The last level is 
the microsocial contract, which sets the basic moral rules in the 
commercial field. Thus, a good economic operator does not mind negotiating, honours 
all contracts, gives priority to hiring local people, offers safe jobs, pays tax obligations 
and finally protects the natural environment (Potincu and Potincu, 2013:9-10). 
 
 
3. The social responsibility of multinational firms and the Global Pact 
In recent years, the issues regarding social responsibility have developed in a global 
policy issue (Fritsch, 2008). In a relatively recent study, it is argued that there are 
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three emerging perspectives that inform the social responsibilities of businesses. First, 
it is the so-called "capital reputation" that sees corporate social responsibility as a 
strategy to reduce investment risks and maximize profits. The second perspective, 
called "ecosystem", considers social and environmental sustainability as essential for 
market sustainability. The third perspective is the rights-based vision, which 
emphasizes the importance of accountability, transparency and social/environmental 
investment as key aspects of corporate social responsibility (Monshipouri, et al., 
2003:967). At the same time, Corporate Social Responsibility is a problem that has 
become particularly important in recent decades. Fortunately, its importance has been 
reflected, in an international context, by the proliferation of regulations and indexes, 
the fundamental objective of which is to establish models for companies to 
disseminate information on CSR practices. For example, ISO 26000 was adopted in 
2010, and guides social responsibility in terms of accountability, transparency and 
general behaviour. Similarly, the Carbon Disclosure Project is an initiative that has 
gained special relevance in the context of the environment (Sullivan and Gouldson, 
2012, quoted in Leslier Valenzuela Fernández, Mauricio Jara-Bertin and Francisco 
Villegas Pineaur, 2015:330) in which companies are contributing voluntarily to 
information that result in the development of an index of sustainability. Corporate 
Social Responsibility is understood as any process through which firms decide to 
contribute to a better society and a cleaner environment. This responsibility is 
expressed towards employees and, in general, towards all the partners of the 
company and which in turn can influence its success (Commission of the European 
Communities, 2001, quoted in Leslier, et al., 2015:331). Over time, voluntary 
corporate social responsibility strategies have become fashionable as a response from 
the business community and international organizations due to the growing 
dissatisfaction with the flagrant abuses of corporate power against humanity and the 
environment. A clear example in this respect is the Global Pact, which was created by 
the United Nations (UN) in 2000. The Global Pact is the largest global initiative that 
includes a wide range of different actors from gigantic non-profit and non-
governmental transnational corporations (Soederberg, 2007). Thus, the UN Global 
Pact was adopted as a voluntary initiative, encouraging businesses around the world 
to adhere to the ten principles of social responsibility and sustainability. Since then, 
the ten principles of the human rights, workforce, the environment and the fight 
against corruption have helped entrepreneurs from over 170 countries to promote 
society's goals, to implement responsible practices, and to develop innovative 
solutions to meet the current challenges of globalization. The Global Pact is 
considered to be the largest corporate sustainability initiative in the world (Zemanova 
and Drulakova, 2016) and serves to illustrate how international institutions are trying to 
adapt to the growing complexity of economic development and governance issues as 
well as the greater influence of non-state actors in the global political economy 
(Fritsch, 2008).  
 
 
4. Conclusion 
Business ethics and social responsibility of multinationals in recipient economies are 
the subject of complex debates, and they are also analysed from different 
perspectives in literature over time. Corporate social responsibility plays a major role 
not only for the company's employees and business partners, but also for the good of 
the whole society. At the same time, the importance of corporate social responsibility 
is reflected at an international level through the evolution of regulations and policies on 
corporate social responsibility practices. Implementation of organizational codes of 
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conduct and further harmonization of management standards in the field of social 
responsibility can stimulate the increase of transparency and trust in companies, the 
quality and productivity of employees due to a safe and healthy working environment 
and the credibility of reports on social responsibility, reputation and customer 
satisfaction.  
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Abstract: In Romania, large companies, most of which are multinationals, have made 
significant progress in integrating the concept of social responsibility (CSR) into their 
activity. The concept of CSR in small and medium-sized companies is still in the early 
stages of reporting, but with great development prospects. Romanian companies have 
gradually begun to develop their own culture in terms of social responsibility. The main 
objective of this article is to analyze how Romanian authors approach CSR theories in 
their research. The CSR action is seen by the authors as an interdependent 
relationship between corporations and society. Social requirements are generally 
considered to be a way in which society interacts with the business environment and 
gives it a certain legitimacy and prestige. 
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1. Introduction 
In the literature there are different perspectives on the concept of CSR both theoretical 
and practical, from different points of view regarding the role of corporations in society.  
Values and norms differ in their form between cultural spheres, countries and political 
systems and can be changed over time. The problem of how values and norms are 
formed is the key to understanding current developments and changes in social 
relations. 
The main purpose of this article is to identify the theories underlying the CSR and to 
approach these theories of the various Romanian authors in their research. 
The methodology used in the writing of the paper starts with the analysis of the 
literature, and will be synthesized in the second part of the paper. 
The result of the research shows that most articles of Romanian authors are based on 
integrative theories, which largely recognize an interdependent relationship between 
corporations and society. 
 
 
2. Theoretical considerations 
Corporate social responsibility (CSR) has been applied in the Romanian economic 
environment quite recently, taking over and developing practices and activities in that 
sphere to allow multinational partnerships. 
The opinion of the authors Obrad et al (2011) regarding CSR integration in Romania is 
that corporate social responsibility actions have diversified and gradually became 
professionalized by the existence of multinational companies in the domestic economy, 
becoming in many cases, “a constant, integrated concern in their development 
strategy”. 
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At international level, Garriga and Melé (2004) present a taxonomy of the main 
theories and approaches of CSR.  As a starting point for their classification, the authors 
suppose that the most important theories and approaches of CSR have four 
dimensions, regarding profits, political performances, social requirements and ethical 
values. This hypothesis allows the authors to classify CSR theories into four groups: 
instrumental, political, integrative and ethical theories. 
Instrumental CSR theories represent the traditional view on corporate social 
responsibility, in which the role of the state and the business environment are clearly 
differentiated. Theories in this category support the hypothesis that the sole 
responsibility of corporations is to generate economic benefits (Garriga and Mele´, 
2004). 
Scherer and Palazzo (2011) are of the opinion that CSR theories of political nature 
assume that companies assume a political role in addressing the problems caused by 
the insufficient state governance and maintaining certain social and environmental 
standards. 
Integrative CSR theories largely recognize an interdependent relationship between 
corporations and society. These theories focus on integrating the expectations of 
stakeholders in corporate operations (Geva, 2008). 
According to Friedman (1970), the normative theory of stakeholders on ethics and 
morality offers an objective for CSR literature, defending the ethical premise of 
companies that behave well from a societal perspective. 
Fernando and Lawrence (2014) believe that at the basis of CSR, there are two other 
theories: stakeholder theory and legitimacy theory. The stakeholder theory is closely 
linked to the creation of value for the entity and for the stakeholders. 
Dumitru et al. (2017) studied the relationship between value creation and stakeholder 
theory through integrated reporting and they come to the conclusion that 
communication is an important element for value creation, and that there are 
discrepancies in the content of information reports that address different categories of 
stakeholders. 
Kerscher (2015) is of the opinion that an essential condition for the theory of legitimacy 
is the concept of the social contract which claims that any organization within the 
society operates through a social contract. 
In contrast to classical economic theories, a corporation must seek societal approval of 
its operations and revenues to ensure long-term survival. 
 
 
3. The approaches of the Romanian authors regarding the concept of CSR 
In table no. 1 are synthesized the ideas of the Romanian authors who approached in 
their research the concept of CSR and the relationship between company and society, 
with reference to the CSR theories analyzed in the first part of the paper. The articles 
and books were chosen from those written during the last ten years, and published in 
relevant international journals indexed in database, as well as in recognized 
publishers. The criteria for choosing the papers of the Romanian authors are the 
following keywords: CSR theories, stakeholders, policy, ethics, economic benefits, 
instrumental, integrative. 
According to the authors Anghel et al. (2011), companies undertake CSR activities 
more for shareholders, the sole responsibility of the corporations being that of 
generating economic benefits. 
The papers of the authors, Dragomir and Anghel (2011), Munteanu et al. (2015) and 
Hategan et al. (2018) are based on stakeholder theory, initially, being voluntary, CSR 
reporting was determined by stakeholders other than the state. Over time, the situation 
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has changed and governments have started asking entities to submit various reports, 
indicators or statements on social and environmental issues.  
Dobrea (2006) and Iamandi (2012) have as starting point in their research the ethical 
theories. From this perspective, social responsibilities are considered as an ethical 
obligation that is based on the notion of a common set of values and norms.  
Dumitru st al. (2017), Hristea (2011), Lungu et al. (2016), Obrad et al. (2011), Olaru et 
al. 
(2011) and Petrovici (2015) are the authors who have based their works on the basis 
of integrative theories, thus the social needs are integrated within the business. The 
starting point in organizing CSR activities is the identification social needs that a 
company understands to respond to.  
An essential partner for CSR is the community itself, whose needs social are the 
premise and substance of the CSR strategy. 
 
Tabel 1. The approaches of the Romanian authors regarding the CSR concept 

Authors Main idea CSR theories 
Anghel et al. 
 (2011) 

-organizations are more concerned with 
shareholders than consumers and employees; 

instrumental theories 

Dobrea 
(2006) 

-CSR represents the achievement of economic 
success in an ethical manner; 

ethical theories 

Dragomir 
and Anghel 
(2011) 

-CSR is the prompt reaction of the enterprise 
to the increased interest of the stakeholders; 

stakeholders theory 

Dumitru et 
al. (2017) 

-CSR is characterized by exploiting the core 
activity in a way that involves social 
responsibility; 

integrative theories 

Hategan et 
al (2018) 

-CSR expresses the relationship between 
"doing well" and "doing good"; 

stakeholders theory 

Hristea  
(2011) 

-CSR strategy brings added value to both the 
initiators and the beneficiaries; 

integrative theories 

Iamandi  
(2012) 

-between CSR actions of the company and its 
moral values there is a direct and reciprocal 
relationship; 

ethical theories 

Lungu et al. 
(2016) 

-the interest of companies for CSR derives 
from the increasing pressure exerted by 
different stakeholders; 

integrative theories 

Munteanu et 
al. 
(2015) 

-CSR represents the impact of the company 
on the stakeholders, throughout the scope; 

stakeholders theory 

Obrad et al. 
(2011) 

-CSR activities represent the identification of 
the company's needs; 

integrative theories 

Olaru et al. 
 (2011) 

- CSR - ensuring the economic success of an 
organization, by integrating social and 
ecological aspects into its processes; 

integrative theories 

Petrovici 
(2015) 

-CSR is seen as an approach to measures that 
serve the common good of the company and 
society. 

integrative theories 

Source: own representation based on the articles of the Romanian authors 
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From table 1, it turns out that most of the selected articles are based on integrative 
theories that largely recognize an interdependent relationship between corporations 
and society. Social requirements are generally considered a way in which society 
interacts with the business environment and gives it a certain legitimacy and prestige. 
 
 
4. Conclusion 
Given that all corporate social responsibility information is centralized in a non-financial 
report, it should be based on all six theories presented above. With these theories, 
non-financial reporting of companies would be transparent and credible to all 
stakeholders. 
Most authors present CSR activities as an interdependent relationship between 
company and society: the company without society cannot exist and vice versa. The 
most commonly used theories to define CSR are integrative theories, followed by 
stakeholder theory and ethical theories. CSR is seen as an approach of some actions, 
after which it will have to win both the company and the company, between the two, 
having a direct and reciprocal relationship. 
The limit of this paper can be consider the small number of reviewed articles and a 
future direction of research can include several articles written by foreign authors. 
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Abstract: As we will understand from the content of the present document, the 
concept of corporate governance has an important role in the business area, this 
representing a central and dynamic aspect of the economic reality and being more 
and more present in numerous states of the world. We will see that the term 
“governance” comes from old French, “gouvernance”, which means to lead a state or 
a people. The word was taken from the Latin word “gubernare” which is translated as 
“to lead”, “to direct”, “to straighten” or “to govern”, that was in its turn taken from old 
Greek from the word “kubеrnân”, usually used to refer to leading a ship, a boat that 
suggests the fact that “governance” (corporate, in case of the treated subject) involves 
the direction function than the control.  
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1. Introduction 
The internationalization of the markets and the activities of the enterprises, determine 
the bigger or smaller companies to take measures, consequently the process of 
globalization is a profound and irreversible phenomenon and in a continuous 
expansion. Corporate governance systems vary widely from one country to another, 
and these differences directly affect both the development of global strategies and the 
types of strategies that can be adopted. Since the 1980s, globalization and 
computerization have revolutionized the paradigm across the political, socio-cultural 
and economic world, causing dramatic changes in every part of human life. The 
change of paradigm has led to substantial changes in corporate governance, causing 
active discussions until now. 

 
 

2. Conceptual clarifications on corporate governance in the context of 
globalization 
In 1996, Hawley and Williams have made a review of the literature relating to corporate 
governance in the U.S. as supporting documentation. They have identified the 
following theoretical sources: Aɡеnсу Τһеоrу, Ѕtеwardѕһір Τһеоrу, Ѕtakеһоldеr 
Τһеоrу (Hawley, Williams,1996, 54). We will just make a brief summary of these main 
theories that underpin the development of the concept: the corporate governance 
concept has evolved from the agency (agent) theory. This theory assumes that the 
person who owns the shares (the investor/ shareholder) is not the same as the one 
who manages the business (manager/ administrator). Between shareholders and 
managers, is established a relationship of representation on contractual terms that are 
quite imperfectly defined: as “holders”, the shareholders designate managers as 
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“agents” to act in their best interests. This type of relationship creates the premises of 
the following two characteristics of relations between shareholders and executives. 
There is an inherent conflict of interest between shareholders and managers. The 
former want profits and increase the value of the shares they own, which requires great 
efforts from managers for lower salaries. Managers aim to get higher salaries and may 
be more interested in power and prestige, to the detriment of shareholder value. The 
“holder” has limited knowledge of the “agent's” competency, actions and goals, which 
creates an informational asymmetry between partners that explains the latest media 
scandals. Conflict of interests and informational asymmetry between shareholders and 
managers generates a series of ethical dilemmas for each of the two categories, 
related to both the relationships between them, as well as the approach of distinct 
positions of relations between each group and the other categories of stakeholders. 
The nature of these dilemmas differs, however, according to the dominant corporate 
governance model (Shleifer, Vishny, 1997, p, 742). 
Foundations of the theory of agency may be found even in the writings of Adam Smith: 
“You cannot expect those who administer the money of others to be as careful and 
caring as if they were theirs. Waste and negligence are always present, more or less, 
in the management of companies’ businesses” (Predescu, 2015, p. 73). According to 
Adam Smith's formulation, it is understood that in its simplest form the agency theory 
limits the debate on corporate governance to the mere face-to-face between the 
shareholder and the leader, the first playing a leading role and the second acting 
agent, being only considered a manager of others' money. 
 
 
3. Conceptual clarifications on the governance of public institutions  
Large areas of the globe are characterized by what we call weak, fragmented states, 
rapid economic downturn. This weakness of the state, seen as an inability of public 
governance (to manage public affairs), should be distinguished from what some 
consider to be an alteration of the actions the nation-state can undertake in the context 
of globalization. In such a world, the growth of economic interdependencies, we would 
assist, it is said, to the birth of a “virtual state”; some analysts even talk about border 
irrelevancy, although paradoxically, in many areas of the globe, territorial conflicts lead 
to massive military confrontations. In reality, and against the background of integration 
and fragmentation trends, the nation state is far from exhausting its historical role. 
Regarding the economic side, here we can talk about a redefinition of the role of the 
state - whether as an assistant state or as a guardian of the regulations of economic 
life, if in the US the emphasis falls on state regulations and orders of the private sector, 
in Europe the public sector has a greater visibility” (Dănеѕсu, 2008, р. 37). A good 
governance of local public institutions means more than providing quality public 
services, means preserving citizens' lives and freedom, creating space for democratic 
participation and dialogue, promoting local sustainable development and improving the 
quality of life. Creighton believes that citizens’ participation represents the process of 
involvement in the public concern, where needs and values are incorporated into 
substantiating governmental and corporate decisions. It consists of a two-way 
interactive and communicative process, with the goal of adopting better decisions 
accepted by the public (Draɡоmіr, 2012, р. 17). A society that is based on the principle 
of equality is the society that equally promotes citizens' freedoms and aspirations, 
recognizing that people's needs and goals are different, and striving to eliminate 
barriers that limit their freedoms and aspirations. Respecting the principle of equality is 
therefore a useful tool in combating those discriminatory institutional processes at the 
level of public institutions. At the same time, the concept of equality can be addressed 
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in several aspects such as age, gender, race, religion, disability, beliefs and sexual 
orientation. In order to successfully solve the problems related to the discrimination of 
the disadvantaged groups, a necessary condition at the level of the public institution is 
the knowledge of the actual community, the identification of the main groups, their 
classification according to type, localization, etc., it must be taken into account the 
diversity of categories of public services offered to the general public, different levels of 
activity and experience in the field of equal opportunities, as well as the local context 
(Mоrarіu, 2006, р. 32). The principle of equality is the cornerstone of a modern 
governance style within local public institutions, helping to improve the degree of 
satisfaction of local public services. Although equality is a very complex concept, 
Romanian legislation treats predominantly the equality between women and men 
through the Law 202 of 2002 republished in 2007. 
We believe that public institutions in Romania should pay greater attention to the 
promotion of equal treatment in the process of substantiating and implementing local 
public policies, and their goals must not only stop to meet the general interest of the 
community. Governance of public institutions in the light of the principle of equality and 
non-discrimination means more than that, means identifying and solving the 
inequalities of disadvantaged groups in order to promote social peace (Răіlеanu, 2011, 
р. 54). 
As mentioned, corporate governance or corporate leading is the system by which a 
company is run and controlled. Corporate governance can be defined as the whole of a 
company's relationship with its shareholders, or more broadly, with society as a whole. 
Corporate governance specifies the distribution of rights and responsibilities between 
the different categories of people involved in the company, such as: the board of 
directors, directors, shareholders, and other categories, and sets out the rules and 
procedures for making decisions about a company's activity. We observe that, 
regardless of the vision presented, most of the opinions on corporate governance 
focus on the status of the owners (shareholders) gradually, tacitly or explicitly removed 
from the decision-making process, and on managers' tendencies to use their own 
power in their own interests (often discretionary) within the firm. We can conclude by 
affirming that corporate governance designates the set of principles and rules used by 
companies to build and operate the Management Boards so that they can fulfill their 
attributions, tasks, responsibilities and competencies that they have been entrusted to 
implement with success the pre-established targets as the owners of the objectives, 
including the declared value systems. A number of other researches focused on the 
need to separate ownership management, highlighting performance and efficiency 
aspects (Ρrеdеѕсu, 2017, p. 12). Consequently, companies must take into account not 
only the interests of shareholders, but also the interests of groups that invest anything 
other than capital. 
 
 
4. Principles of governance. From the Cadbury Report to the OECD Principles 
A corporate regime must ensure transparency and timely dissemination of accurate 
information on all significant business matters, that is to say the financial situation, the 
results, the shareholders and the governance of this company. In the chapter on the 
responsibilities of the Board of Directors it is shown that corporate governance must 
ensure the strategic direction of the enterprise and the effective supervision of the 
management by the Board of Directors, as well as the responsibility and loyalty of the 
Board of Directors towards the company and its shareholders (Spencer, 2006, p.103). 
E-governance and innovation can provide significant opportunities to turn public 
administration into a sustainable development tool. In a broad sense e-governance 
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can be defined as the use and application of information technologies in public 
administration, for can be defined as the use and application of information 
technologies in public administration, for streamlining and integrating workflows and 
processes, for efficient data and information management, for quantitative and 
qualitative increase in public service delivery, and to expand communication channels 
to involve the public and citizens (Archmann, Castillo Iglesias, 2010, p.19). In a similar 
register, the concept of e-governance is addressed by the European Commission as 
meaning the use of tools and systems made available by Information and 
Communication Technology (ICT) to provide better public services for citizens and 
companies. These tools are already widely used by government bodies and also by 
companies, but e-governance involves much more than the use of tools. An effective 
e-governance also implies rethinking the organization and processes, as well as 
behavior change, so that public services can be provided more effectively to people 
who need them.  

 
5. Conclusions 
Effective collaboration between public authorities at all levels of government, as well as 
their collaboration with non-governmental actors, are essential to ensure good 
governance and sustained economic development. The public sector must provide 
fairly and efficiently essential services to meet citizens' needs, economic growth 
opportunities and facilitate citizen involvement and participation in public policy 
development to promote the participation and well-being of all people.  
The increasing use of ICT, in particular for the possibilities of interoperability and the 
development of digital inclusion policies, has enabled public administrations to engage 
in transformation processes that aim to achieve a providing public services more 
efficient, more effective, more friendly, and last but not least, centered on citizens and 
businesses. This approach, also known as ‘transformational governance”, has become 
a driving force for innovation and reducing the administrative burden in public 
administration, making full use of the possibilities offered by the latest technological 
developments. While anticipated capabilities are enormous, there are also challenges 
that need to be addressed carefully along with the implementation of such processes 
of transformation, in particular ensuring digital access for all citizens and taking into 
account the multidimensionality of interoperability, facilitating exchange of information.  
Through innovation and e-government, public administrations around the world can be 
more effective, can deliver better services and respond to demands of transparency 
and responsibility. E-governance can help governments implement environment-
friendly policies and programs, effectively manage their natural resources, and boost 
economic growth and promote social inclusion, particularly of disadvantaged and 
vulnerable groups. 
 
References 
Archmann, S., Castillo Iglesias, J.,(2010), E-government – a driving force for 
innovation and efficiency in Public Administration, EIPASCOPE, EIPA Maastricht 
Dăneѕcu, T., Ѕрătăceanu, Ο. (2008) Guvernanţă Ϲоrроratіvă -рrіncіріі aрlіcabіle 
entіtăţіlоr lіѕtate рe о ріaţă reglementată de caріtal, Revіѕta Audіt Fіnancіar Νr. 8, рp 
31-38. 
Dragоmіr, V., (2012), Guvernanţă Ϲоrроratіvă, Suроrt de curѕ, Academіa de Ѕtudіі 
Εcоnоmіce, Βucureştі. 
Dumіtraşcu, M., Ѕăvuleѕcu, І., (2012) Іnternal cоntrоl and the imрact оn cоrроrate 
gоvernance іn Rоmanіan liѕted comрanіeѕ, Јоurnal оf Εaѕtern Εurорe Reѕearch іn 
Βuѕіneѕѕ and Εcоnоmіcѕ, 2012. 



203 

 

Hawley, J.P. and Williams, A.T. (1996), Corporate Governance in the United States: 
The Rise Of Fiduciary Capitalism, Working Paper, Saint Mary's College of California, 
School of Economics and Business Administration. 
Mоrarіu, A., Ѕtоіan, F., (2006) Рrоmоvarea guvernanţeі cоrроratіve în realіzarea unuі 
management рerfоrmant, Revіѕta Audіt Fіnancіar, Νr. 7, рp. 14-19. 
Răіleanu, A., Dоbrоţeanu, Ϲ., Dоbrоţeanu, L., (2011) Рrоblemede actualіtate cu рrіvіre 
la măѕurarea nіveluluі de guvernanţa cоrроratіvă în Rоmânіa, Revіѕta Audіt Fіnancіar, 
nr 1, pр. 11-16. 
Shleifer, A., Vishny, R., (1997), A survey of corporate governance, Journal of Finance, 
Vol. 52, No.2, pp. 737-783.  
Spencer K.H., (2006), The Internal Auditing Handbook, Second Edition, John Wiley & 
Sons, New York 
Рredeѕcu, A., (2015) Guvernanța cоrроratіvă în ѕecоlul vіtezeі, Εdіtura Εcоnоmіcă, 
Βucureștі.  
 
 

 

  



204 

 

INNOVATION ORIENTATION- ISSUES AND OPPORTUNITIES 
 
Gavriluț Darie 
Doctoral School of Economic Sciences, University of Oradea, Oradea, Romania 
darie.gavrilut@gmail.com 
 
 
Abstract: In today’s globalized environment, competition can arise from virtually all 
corners of the world. Enterprises must understand the importance of connecting the 
development of the strategic process with innovative and creative final outputs, in 
order to rise above competition and in order to enhance and promote research and 
development. Innovation and positive results arising from research and development 
activities do not occur by chance. Innovation should be managed, and strategies that 
have at their core the development of firm specific innovation capabilities and results 
are a must, regardless of region, country, sector and activity. A constant development 
of new ideas requires not only a state of constant transition from old to new, but also 
an increase in adaptability so as to be able to sustain these fast and dynamic rhythms 
of development. 
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1. The pulse of innovation outcomes around the world 
Each region of virtually any country develops in certain ways, based on factors 
pertaining to the socio-economic and cultural sphere, combined of course with access 
to resources. What is important to note here is that, willingly or unwillingly, regions 
develop not just through themselves, but contribute to the creation of regional 
innovation hubs and networks. Innovation in terms of business models does not and 
should not refer only to novel business models, models that are created from scratch. 
Rather, an approach that will promote the active seeking of ways in which already 
existing models can be improved and developed in terms of innovation should 
constantly be on the agenda of every company, be it brick-or-mortar or start-up (IBM 
Global Business Services, 2008). Even so, it is quite curious to see the how some 
regions and countries tend to be more developed from an innovation standpoint than 
others. Already it its seventh edition, the Bloomberg Innovation Index is aimed at 
answering and finding out exactly how innovative each country is. The study is shaped 
and grouped into several categories. In terms of research and development, the top 5 
countries are: South Korea, Israel, Finland, Sweden and Japan; in terms of 
manufacturing, Switzerland ranks first at world level, followed by Ireland and 
Singapore; somewhat unsurprisingly, the most innovative companies as per this 
studies come from the United States, China and Japan; in terms of personnel working 
in the field of research (calculated as the number of individuals working in research 
and development per 1 million individuals), Finland, Iceland and Denmark are at the 
top of this chart, and, in respect to the number of patents produced and developed, 
South Korea, Japan and China hold the top 3 places (Bloomberg, 2015). Even if such 
reports are welcomed and offer vital information and insight into the paths and (to a 
certain extent) trajectories of the regions and countries encompassed in them, they do 
no manage to quantify, measure and give justice to the importance that government 
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and government rules and regulations pose upon country wide innovation. If in 2015, 
as an overall score, the first most innovative countries as per this report were South 
Korea, Japan and Germany, in 2019, the podium is held by South Korea, Germany 
and Finland (Bloomberg, 2019).  
Of course, this is but one study. In order to obtain a wider view of the situation of 
country levels of innovation, more studies need to be developed, published and 
documented. Another such study aimed at assessing country innovation levels is the 
Global Innovation Index. Results of the 2019 edition of this study provide some 
interesting insight into the landscape of innovation as regards distribution and 
outcomes of innovation-based activities. Global research and development 
contributors now tend to be mid-level countries from Asian regions, thus proving that 
the growth rates for high levels economies are somewhat stagnant, being very close 
to a negative growth in terms of innovative output. We cannot assume that the more 
money is poured into innovation activities, the better the results will be, but, this study 
does pose emphasis on the fact that at times, smaller economies manage to achieve 
better with fewer resources (Cornell University, INSEAD, and WIPO, 2019). As 
opposed to other studies, the results are grouped in various ways, ranging from 
regional based assessment, to economic group assessment. In terms of high-level 
economies, the most innovative countries as per this study are Switzerland, Sweden 
and the United States; as regards upper-middle income economies, the 3 most 
innovative economies are China, Malaysia and Bulgaria. A key finding of this study is 
that, even though R&D expenditure tends to be following a decreasing path, 
innovation is not bound to high level companies and economies, and it occurs 
regardless of sector or domain. What should be a main focus of decision makers 
though is the following aspect: ways in which innovation can be shared and spread to 
neighboring regions, which is a key aspect to be accomplished in order to faster, and 
with higher increments, increase the levels of innovation (Cornell University, INSEAD, 
and WIPO, 2019). In the case of Romania, we see no evolution: in the last two years, 
Romania has held the 50th place in terms of country innovation levels (Cornell 
University, INSEAD, and WIPO, 2018) (Cornell University, INSEAD, and WIPO, 2019).  
Even if the results tend to be different from one study to the other, certain vital 
information can still be drawn. If country scores are consistent throughout various 
such studies, by logic we can assume that such countries do indeed poses and deploy 
high levels of innovative and creative output.  
 
 
2. Research review 
In order to achieve an any result in terms of innovative and creative output, companies 
should base their decision on several factors. As proposed by Anderson and 
Markides, factors such as affordability, availability, awareness and acceptance are 
vital both when trying to “push” and “pull” innovation onto and from the market 
(Anderson & Markides, 2007). Their work somewhat adds and contributes even more 
to the successful application of the big “C” and small “c” theory of Kaufman and 
Bghetto. Whereas big “C” refers to creative geniuses and it is the sort of creativity that 
that has outcomes that will be used and remembered for generations to come, little “c” 
refers to ordinary or day to day creativity (Kaufman & Beghetto, 2009). Such theories 
can be put in practice alone, but the biggest achievements will occur if a combination 
of such approaches occurs.  
The importance of disseminating innovation to the right targeted group, at the right 
time, using appropriate resources does seem to be straightforward, but it has not 
always been the case. The start-up and entrepreneurial sector of each country is 
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advancing and evolving at a much more accelerated pace than in recent years. It is 
important to arrive at the desired results, and not to waste resources on apparent 
innovative outcomes. Fangqi Xu and Tudor Rickards, having understood the 
importance that creativity plays in any business, proposed 3 guidelines of creative 
management and foundations for an innovative strategy deployment: the “universality” 
guideline (this refers to the fact that creativity lies within all employees of an 
enterprise, their potential being the one that has to be harnessed in order unlock such 
innovative outcomes), the “enrichment/development” guideline (stipulating that in 
certain conditions that favor the development of the employees, they will have the 
ability of turning potential/hidden creativity into actual creativity), and the 
“environment” guideline (which refers to traits, elements of the surrounding 
environment that will contribute to the evolution and practice of creativity) (Fangqi & 
Rickards, 2007). 
As regards their own development strategies, firms, decision makers and legislative 
authorities need to carefully think about what kind of strategic choices they make 
regarding innovation and R&D: they can either choose an offensive business model 
and strategy (they are the ones that push innovation on the market and are the first to 
introduce new ideas, services and products) or defensive strategy (they await for other 
competitors on the market so as to eliminate several uncertainties that might arise 
from the launching of a new product), and thus, start-ups can adopt one of the 
following strategies: imitative strategy, dependent strategy, or an opportunistic 
strategy (Miles & Snow, 1978). The speed at which start-ups adapt both to internal 
and external factors has to at least be maintained (ideally, this speed of adaption 
should increase), but in the same time, firms need to make sure that they retain the 
essence of their core business model and that the evaluation of risk as regards a new 
strategy could allow for measures to be taken so as to minimize said risk with 
minimum effort and costs (Cohen & Levinthal, 1990). 
 
 
3. Conclusion 
As mentioned previously, today’s business world is under the mark of globalization, 
and speed of adapting, innovating and integrating are essential for every company. 
Everything is under constant change and modification, and innovation surely is at the 
core of any positive change, both in the long and short term. Higher and better 
organizational integration and flexibility, faster decision making, higher adaptability, 
efficient internal and external communication processes and sources, increased profits 
and higher societal impact, all of these can be attained by deploying and developing a 
clear innovation-based strategy. Start-ups, enterprises and countries alike are affected 
by both internal and external factors. Whereas the internal structure (company profile) 
sets forth norms, actions, rules, structures that are to be taken and undertaken, the 
external facet is concerned with ways in which a start-up will align to external factors 
and forces, both from within the same market, but also from outside one’s own market 
(Casadesus-Masanell & Heilbron, 2015). Even though norming a certain activity is of 
vital importance, it should not occur at the expense of creativity and innovation. 
Modern business models cannot and should not be used as a way to diminish or 
decrease innovation returns. It is important to note that country profiles determine to a 
certain extent the profiles of the companies within a specific country. At national 
levels, innovation should be acted upon both from a top-bottom, but also from a 
bottom-top approach. The importance of government influence upon innovation levels 
if vital, but we cannot yet accurately assess the impact of such factors. This should be 
a key focus of future research. Ways of integrating country wide innovation policies, so 
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as to develop regional innovation output and capabilities are equally important both for 
national development, but also for the increase of regional capabilities. The 
development of innovation arising from enterprises will result in improved 
competitiveness levels, lowering of development costs, positively disrupting markets, 
and it will further nurture the open source or collaborative culture of companies and 
countries.  
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Abstract: Education is a major component of the economic development of the 
country. Collaboration between schools and universities is an essential element in 
teacher education systems for the purpose of knowledge sharing and dissemination. 
Noticing the essence of that, this article outlines the problem area of the formal 
partnership between schools and university for initial teacher education in Myanmar. 
The aim of the study is to investigate the current collaboration practices of universities 
and schools and to highlight “partnership” as the tool for the overall development of the 
education system of the country. A qualitative method is applied through interviewing 
nine participants and observation to one specific school where a group of student 
teachers did their practical teaching with mentor teachers. Results showed that 
partnership is mainly taken for administrative purposes and there is lack of trust 
between partners. Interview findings and observation also proved that the student 
teachers and mentor teachers are competent in their own teaching skills but they are in 
a separated world in the implementation of teaching-learning process and reluctant to 
share their experiences during practical teaching period. 
 
 
Keywords: School-university partnership; collaboration; mentoring; Initial teacher 
education; practical teaching 
 
JEL classification: I25 
 
 
1. Introduction  
Teacher education, especially initial teacher education, has been a major concern 
since the quality of teacher education is crucial in determining the future of the country 
economic development. According to (Grudnoff et al., 2017), initial teacher education is 
under criticism for not being able to prepare student teachers. Even in the advanced 
teacher education system in the world, like US, teacher education is urgent needs of 
change in the system of teacher education (Zeichner et al., 2015). The practicum and 
the mentoring are the two activities which are connected and also effective approach in 
bringing real workplace experiences for student teachers. This is also the collaboration 
of between the universities and schools for the training of student teachers in their 
teaching and learning.  
 
1.1. School-University Collaboration  
The collaboration between the teacher training institutions and the schools are 
essential for 
the training of prospective teachers. Through collaboration, the universities can 
investigate  
the teaching-learning situation and problems of schools. Schools can get up-to-date 



209 

 

teaching methods through collaboration. The student teachers can also learn both from 
university and the schools. Knowledge-sharing as well as daily practices in schools 
and 
universities could be improved through collaboration between the two organizations 
(Cochran-Smith and Lytle, n.d.). This is the triangle collaboration between the schools, 
the 
universities and the student teachers. Globally, teacher education is in need of re-
innovating through collaboration between partners.  
According to Tsui et al. (2009), criticism related with the quality of teacher education 
programs led to the establishment of the Holmes Group in 1987 in the United States, 
which is a consortium of deans and chief academic officers from major research 
universities 
across the United States. Since then, school-university partnerships have  become 
highly prioritized in educational sector in the United States (Tsui et al., 2009). 
According to the Tsui et al. (2009), United Kingdom and Australian are also considered 
the orgin of this area. According to Halasz (2016), the cooperation between schools 
and universities are increasingly developing into the more advanced level.  
 
1.2. Myanmar context 
As a developing country, Myanmar is facing more challenges in its education system. 
As the country is in an ongoing process of building the democratic education, still at the 
beginning stage, the status of schools and universities is under pressure among the 
stressful criticism of the public. Nowadays in Myanmar, teacher education is 
considered as a major concern in reform area of education in order to improve and 
strengthen the whole teacher education (Walailak University and Ulla, 2018). However, 
one area, that is the collaboration between schools and university for initial teacher 
training, is needed to be considered as a major concern when comparing to other 
areas of education.  

 
 

2. Methodology  
 
2.1. Participants 
Nine interviewees are included in this study. There are two teacher training universities 
in the country but only one is considered as the scope of the study. One school where 
student teachers do their practical teaching annually has also taken part in the study. 
As sample, one teacher educator (UT) from university of education who is in charge of 
organizing the practicum, six student teachers (ST), two mentor teachers (MT) from 
schools participated as interviewees. Observation is investigated at the school. 

 
2.2. Sources and data analysis 
Data sources included focus group interviews, formal and informal interviews and 
observation. Five student teachers were interviewed through focus group interviews. 
Then, one student teacher as the leader of practicum teaching and one teacher 
educator was interviewed informally by the researcher. The researcher visited to the 
school where this student and his group were doing practical teaching in one school for 
the observation and two mentor teachers from that school were interviewed through 
informal interviews. Data has been analyzed through forming of sub-categories, 
categories and themes through the interviews. “The conversational interview offers 
maximum flexibility to pursue information in whatever direction appears to be 
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appropriate, depending on what emerges from observing a particular setting or from 
talking with one or more individuals in that setting.” (Patton and Patton, 2002) 

 
 

3. Findings 
The findings of this research will be presented in three different areas (administrative 
procedures, closeness and trust) from the points of view of different partners (teacher 
educator, mentor teachers and student teachers) in the school-university partnership. 
The observation is analyzed through the interview coding categories to investigate the 
current school universities practices. 
 
3.1. Partnership with a focus on administrative procedures 
According to the interviews, the focus and concept of partnership for training initial 
teachers is lost among the partners.The focus of partnership favors more on 
administrative issues and procedures rather than student teachers learning with the 
support of teacher educators and mentor teachers as these quotation shows:  
“It is done by head of this methodology department first. We arrange the schools 
assignment and reported to head of department” (UT).  
“The student teachers came to schools and meet the headmaster, first. Then 
headmaster calls us as dean teachers to give instruction what to teach during these 
two weeks” (MTs). 
 
3.2. Closeness between partners  
When the two communities cross the boundaries, there may be some challenges in 
establishing partnerships. Without mutual understanding and mutual respect, the 
successful partnership couldn’t be built. The interview results showed that there is no 
close partnership among partners, especially in the case of student teachers and 
mentor teachers.  
“When they (STs) come, we showed which chapter to teach during these weeks. Then 
we told if they have any questions for that, they can ask me. But mostly, they do it 
themselves.” (MT) 
“The teachers told us to come and ask if we want some questions about lessons to 
teach. But we are in separate room. We discussed it among ourselves” (ST) 
 
3.3. Trust 
One of the issues that limit collaboration between partners is lack of trust.  
“The period the student teachers come is the most important part of the lesson. So, the 
lesson has full with valuable concepts. So, I am afraid to give the whole class to them” 
(MT). 
“I am teaching Myanmar Language. You know, Myanmar language has so many deep 
meaning that the students can’t understand easily. But I see, the mentor teacher is 
teaching very quickly every lesson. She didn’t even explain the concept. So I didn’t ask 
her about the lessons how to teach” (ST). 

 
 

4. Conclusion and Recommendation 
According to the results, the collaboration between schools and universities in 
Myanmar has been found out as “the emerging status” of partnership which is needed 
to build trust and actual collaboration between partners. If there is actual collaboration 
between schools and university for teacher education, it is sure that this kind of 
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partnership as an essential part of quality education will help for the overall economic 
development of the country. 
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Abstract: Demographic aging phenomenon has both positive and negative social, 
economic, political, cultural, individual, psychological causes and effects. 
Governments worldwide started to become aware of the challenges caused by the 
aging of population, and started to develop strategies and national policies in order to 
face these challenges. Aging population has some specific characteristics, needs and 
expectations, representing valuable potential or actual workforce/volunteers, potential 
or actual consumers of different specific products and services, who can contribute to 
economic development. Aging population has different effects on local, regional, 
national and global economies, but also economies can have impact on the 
demographic aging phenomenon. In order to prepare economies to be able to respond 
to the challenges caused by aging population, it is necessary to reveal those factors 
which influence the aging phenomenon. The present paper identifies the main 
categories of these factors, and enumerates those, which have impact on the aging 
population phenomenon. It also emphasizes the need of changing the perspective 
regarding the challenges caused by aging population, as these challenges can be 
viewed not just in a negative way, but also in a positive way, too. 
 
 
Keywords: demographic aging; demographic evolution; economic evolution; aging 
population; factors influencing aging of population; elderly economy. 
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1. Introduction 
Demographic trends worldwide show an increasing percentage of elderly people 
(generally considered over 65 years) and decreasing percentage of young people 
(especially of those under 15 years), reason for while specialists consider that these 
demographic aging trends can lead to different social, economic, etc. problems 
(Ștefănescu, 2010). 
Demographic aging phenomenon creates challenges for national governments, 
international and global organisations, and local/regional/national/global economies. 
Aging population can cause imbalances in the workforce market, in the social security 
systems, in the healthcare systems; can have impact on the economic development 
etc. 
Governments all over the world became aware of the trends related to aging 
population, and started to develop national strategies and policies in order to face the 
different challenges caused by this phenomenon. 
Also companies from different industries realised, that elderly people can become 
valuable consumers of specific products and services designed for their special needs 
and expectations, so they started to view older generations as their target market. 
These companies consider demographic aging as a business opportunity and try to 
fructify it. 
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Generally specialists consider that aging population has negative social, economic, 
etc. impacts, being concerned of the effects of this phenomenon, but we want to 
emphasize that we can consider that there can be founded positive impacts and 
opportunities, too. 
Economies depend on value creation, and elderly people can contribute to this value 
creation as specialized and experienced human resource, and as entrepreneurs. 
Most countries have imposed retirement ages, when elderly people leave the 
workforce market, and become retired. But most elderly people can be retained on the 
workforce market; can be motivated to remain economically active, not just by 
extending the retirement ages, but also by facilitating the process of remaining active 
workforce. Elderly people can be valuable volunteers, and can offer their services in 
the households, in order to help younger generations to remain on the workforce 
market. Elderly people can contribute to economic development also as consumers, 
as they have specific needs and expectations, which can be fulfilled by special 
products and services developed and offered for this generation by different 
companies. The number of elderly tourists depends on healthy life expectancy, 
financial possibilities, and spare time. Elderly people can become interested in 
computers and internet, in the new opportunities offered by their online skills, 
becoming senior citizens online or silver surfers. 
 
 
2. Concepts, theoretical background and statistics related to aging population 
In order to discuss the factors which influence aging of the population it is important to 
define what elderly people and aging population means. Elderly people generally are 
considered those individuals who have over 65 years (old people being considered 
those over 65 years and very old people being considered those over 85 years) 
(Eurostat, 2017). Among the generally accepted characteristics of elderly people we 
can find the followings: retired, with different diseases and poor health conditions, 
dependent on family members and/or social security system services (Eurostat, 2017 
and Ștefănescu, 2010). But not all elderly people can be described as above, as many 
of them have relatively good health; are fit physically, psychically and mentally; are 
active in the workforce market; are engaged in voluntary activities, offer family support 
activities and housekeeping activities. As a result they can be considered as 
potentially or actually valuable human resources, socially and economically active and 
value generating individuals. 
The concept of the population aging from demographic point of view can be defined as 
follows: “Population aging refers to changes in the age composition of a population 
such that there is an increase in the proportion of older persons” (Land & Lamb, 
2017). 
Aging population is caused mainly by increasing life expectancy and lower birth rate 
(Ștefănescu, 2010). World Health Organisation (WHO) defines life expectancy at birth 
as follows: “Life expectancy at birth reflects the overall mortality level of population. It 
summarizes the mortality pattern that prevails across all age groups in a given year – 
children and adolescents, adults and the elderly“ (WHO, 2017). WHO offers a 
definition for birth rate, too: “The crude birth rate is the annual number of live births per 
1,000 population.” (WHO, 2019). 
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Life expectancy is increasing worldwide. In 2016 life expectancy at global level was 72 
years, existing differences between women (74.2 years) and men (69.8 years) (WHO, 
2017). In 2015 life expectancy in the European Union (EU-28) was 80.6 years 
(Eurostat, 2017) and in 2018 it was 81 years (Comisia Europeană, 2018). Life 
expectancy in Romania in 2018 was 75.3 years (Comisia Europeană, 2018), which is 
under the average life expectancy in the European Union. In Romania there is a 
difference between the life expectancy of women (which in 2018 was 79.1 years), and 
the life expectancy of men (which in 2018 was 71.7 years) (Comisia Europeană, 
2018). 
In Romania the retirement age for women is 62 years, for men is 65 years. 
Based on the results of a research made by EY, in Romanian cities the number of 
aging people has increased with more than 51% in the last 20 years, in 2018 this 
number was more than 1 million (Tabac, 2019). The percentage of youth under 15 
years decreased, in 2018 representing 14.8% of the population (Tabac, 2019). 
In 2014 in Romania the number of people over 65 years surpassed the number of 
youth under 15 years (Tabac, 2019). 
It seems that not only the rural area, but also the urban area in Romania faces the 
phenomenon of the aging of people, and from this reason the management of the 
cities should develop solutions in order to attract and maintain young people, as they 
can attract new investments and can offer human resources for the workforce market 
(Tabac, 2019). Greater percentage of elderly among the population of the cities can 
cause difficulties in the social security system and in the health system (Tabac, 2019). 
Different researchers and professionals developed theories and models in order to 
handle economically the challenges caused by aging population, among these we can 
find some related to psychology of ages, or socio-economic solutions, etc. 
(Ștefănescu, 2010). 
 
 
3. Main factors influencing aging of population worldwide 
As life expectancy at a global level is increasing, and the birth rate is decreasing, the 
phenomenon of demographic aging of the population became an issue concerning 
most governments, as aging population has an impact on economy (for example can 
lead to increased unemployment, increased need for social and health services, etc.). 
For this reason it is important to identify those factors which can influence 
demographic aging of the population, and to find solutions to manage them in order to 
face the challenges caused by the aging population. 
Based on literature review regarding the issue of aging population, we can identify the 
following main factors which can have influence on the demographic aging 
phenomenon: economic factors, socio-cultural factors, political factors, psychological 
factors, educational factors (Ștefănescu, 2010). 
 
3.1. Economic factors 
Among economic factors which influence aging of population we can mention: 
increased life standards, progresses in medical and pharmaceutical fields and 
technologies, technological developments which make human work easier, etc. As a 
result life expectancy increases, and more individuals live more, in better health and 
financial conditions. (Ștefănescu, 2010) 
 
3.2. Socio-cultural factors 
Regarding socio-cultural factors we can mention, that some communities and religions 
promote family values, and value high birth rates in families. (Ștefănescu, 2010) 
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Cultures based on community values consider elderly people as individuals who 
deserve respect, and whose advices are useful for the communities and the whole 
society. In cultures based on individualistic values, elderly people can be motivated to 
develop themselves professionally and personally to remain successful members of 
the society and economy. (Ștefănescu, 2010) 
 
3.3. Political factors 
Governments started to become aware of the demographic aging phenomenon’s 
effects, and in order to face the different challenges related to the trend of aging 
population make efforts to develop national strategies and policies. These policies are 
oriented towards family support offered for young people, and social and healthcare 
support for the aging people. (Ștefănescu, 2010) 
Some governments realised the importance of emphasizing the support offered to 
elderly people in order to remain active and valuable workforce, entrepreneurs, 
specialists who can share their knowledge and valuable experience to younger 
generations. Governments could offer support to the development of those industries, 
companies and organizations which offer different products and services according to 
the special needs and expectancies of elderly people. 
 
 
3.4. Psychological factors 
From psychological point of view different studies show that the psychological 
development of individuals has changed in the last period, as adolescence is 
prolonged, and aging happens later than before. In case of elderly people not the 
biological age, but the functional age becomes more important. Functional age reflects 
the physical/psychological/mental health of the individual. Modern individuals pay 
more attention for self-care, healthy lifestyles and diets, engagement in different sport 
and spare time activities, balanced work and family life. These lead to increased life 
expectancy, as a result more elderly people not just remain alive for a longer period, 
but their quality of life remain at higher standards, too. (Ștefănescu, 2010) 
 
3.5. Educational factors 
Educational organizations can contribute through lifelong learning programs to 
motivate elderly people to develop themselves in different fields, in order to remain 
active members of society and economy. (Ștefănescu, 2010) 
 
 
Conclusion 
Aging of population has impact on economic and social evolution worldwide, so it is 
important to analyse those factors, which lead to this phenomenon and trend, in order 
to overcome the challenges related to these aspects. Although generally researchers, 
scientists and professionals emphasize only the negative effects, we should be aware 
that aging of population can be viewed as a challenge for the society and economy, 
and it has also positive economic, social, political, cultural, psychological and 
individual effects. 
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Abstract: Today we are living in a society where we are surrounded by data and it 
started to be a real challenge to extract useful information. The way how people define 
their standards, perceptions and values  influence the quality of their lives and the skills 
to interpret data around us is huge. The quality of life is a social phenomenon, an 
important link of the statistical system in any country, and for its measurement all 
general statistical methods are used: from systematization and data grouping to the 
calculation of parameters. Beyond data and algorithms, what counts is the result, while 
the journey from data to knowledge is full of challenges. Main purpose of this article is 
to present techniques, tips, and resources for scientific data analysis used in quality of 
life. 
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life; objective quality of life. 
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1. Introduction  
Industrialization has brought major demographic changes. Increased longevity can be 
seen in all industrialized countries. Natality rate is steadily decreasing, but at the same 
time improving the quality of medical services has led to increased life expectancy. 
Quality of life analysis first requires a clearer definition of this concept. The concept of 
quality of life was launched in the 1960s by North American society. It has started from 
the fact that any economic growth must not be an end in itself but, first, it must be a 
means to create better living conditions to meet the needs of a particular community. 
There is often confusion between living standards and quality of life; the two concepts, 
although at first glance seem to be confusing, are still different due to the scope. It has 
also been established the link between household incomes and the consumer price 
index, how much the population spends on these agrifood products, the average 
annual per capita consumption, and the average daily dietary intake of calories and 
nutrients, all of which are presented in a succinct form through tables and graphs. 
Romania is far from the developed European countries in terms of average wage on 
the economy. While in our country the average wage barely exceeds 200 euros, in 
countries like Austria or Germany, it is around 5,700 euros, in Spain 3,800 euros and in 
Italy 3,200 euros. The economic crisis in 2007-2009 had a beneficial effect on the 
quality of life in Romania. According to the data obtained before the crisis, the quality 
of life characterized by the initially established indicators was much weaker than after 
the crisis where it felt a slight improvement. Also, considering the index of health and a 
quality of life index in 2012, the last year of analysis Romania's position within the 
European Union is found in the third quadrant, which means a low quality of life and at 
the same time and poor population health. In this situation are all ex-communist or 
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developing countries: Bulgaria. Slovakia, Hungary, Poland, Lithuania and Latvia 
(Andrei T., Ec. Ilie D., 2016). 

2. Conceptual delimitations about quality of life  
There are two ways to evaluate the quality of life: subjective and objective 
approaches. Between those two approaches there are a lot of debates which one is 
better and bring the most valuable information in social research. Quantitative 
methods corresponding to objective approach had been developed a lot and in 
present are dominating social sciences research landscape. 
 
2.1. Objective approach  
This approach is based more on general indicators delivered by public institutions and NGOs. 
Those indicators are offering a global evaluation about quality of life. The methods used in data 
analysis permit the global overview for individuals and their characteristics and are not taking 
into consideration how huge is data that needs to be manipulated and make easier the 
visualization using data visualizing techniques. In this way one can look for similarities and 
differences between individuals, one can perform classifications and ordinations of many, one 
can analyse the relationships between characteristics. Among the best techniques are: principal 
component analysis, correspondence analysis, correlation analysis, cluster analysis, determinant 
analysis. 
The standard of living is a characteristic objective, because it can be achieved in certain 
parameters. Based on this change, science and technique, the parameters taken into account 
(natural environments, social sharing, education, health, politics, etc.) and which undergo a 
series of changes, giving it in this regard the standard of living a social- historic character. 
The standard of living can be assessed on the basis of two distinct elements: 

1. The state of human life as it is at one point; 
2. The existence of a set of criteria (values) in relation to which the state of life is  
evaluated as good or less good. 

 
2.2 Subjective approach  
It tries to identify the most important elements in establishing the standard of living of the 
individual. These measurements are much more personal since they are based on individuals' 
assessments of the quality of their lives. The subjective appreciation descends to the level of    
the individual or of the communities with a certain specific (geographic, cultural, of the 
standard of living). 
The quality of life can be measured by taking into account a number of dimensions of life 
including: family and friends, service, neighbours, community, health and education and the 
spiritual. The way in which these dimensions of life are perceived is strongly marked by 3 
aspects, namely: demographic characteristics, socio-economic conditions and cultural 
specificity. The assessment of the quality of life, very often, is subjective, because each attaches 
a greater or lesser importance to a certain evaluation criterion depending on the system of each 
needs and aspirations. Although the list of evaluation criteria is universal, the concrete 
configuration of each criterion is different.  
Analytically, the quality of life can be defined as the set of economic, social, cultural, political, 
etc. conditions in which people live, the content and nature of their activities, the characteristics 
of the social relations and processes they participate in, the goods and services they have access 
to. , adopted consumption patterns, lifestyle, assessment of the degree to which the 
circumstances and the results correspond to the expectations of the population, the subjective 
states of satisfaction or dissatisfaction, etc. 
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3. Methods and techniques 
Data analytics is an ongoing process in all research projects. Planning what kinds of 
analyses you're going to perform with your data regarding data quality topic is a critical 
part of designing your experiments. If you skip this step, you might find yourself with 
insufficient data to draw a meaningful conclusion. Global data is expected to increase 
from 2 zeta bytes in 2010 to 175 zeta bytes in 2025. This increase will bring a lot of 
challenges especially in social sciences where naturally, for those interested in human 
behaviour, this bounty of personal data is irresistible: shifting thoughts and personal 
opinions in social media, relationship and connections, purchasing habits, flavor of new 
online services even in medical system for aging population, pictures or videos. Data 
analytics is often used wide to cover any data-driven decision making. This term 
covers two aspects (Sandra Slutz, Kenneth L. Hess): 

 The data analysis being undertaken uses a high volume of data from a variety 
of sources including structured, semi-structured, unstructured or even 
incomplete data; 

 The volume of the data sets within the data analysis and velocity with which 
they need to be analysed has outpaced the current abilities of standard 
business intelligence tools and methods of analysis. 

Data analytics offers new tools and techniques to address these data challenges. 
These tools and techniques allow us to delve deeper into data, potentially delivering 
important insights. In the case of data quality, important insights about the 
effectiveness and efficiency of services and governmental policies may be realised 
through this analysis (Sarawagi, S., 2000). Furthermore, the tools allow this analysis to 
occur more quickly and, generally, the value of the output from a data analytics project 
increases as the analysis approaches real-time. Also, other benefits from data 
manipulation is that many industry have identified the practical business opportunities 
that big data analysis presents including the optimisation of operations, the delivery of 
better, more informed decision making tools, the management and mitigation of 
financial and other risks, and the development of new business models all of which will 
lead to an increase in productivity and innovation (Fayyad, U. M, 1996). 

 

4. Conclusions 
In quality of life area, in order to conclude, understanding data and leveraging it has 
become a significant part of the analysis project, data being the fuel for this complex 
analysis part. But before understanding and analyzing data we must make sure that 
data is correct and well-structured else we will fail to fulfill the objective. The most 
important steps for analysis to have a structured approach to plan a research project 
are: quality of life domain understanding and research objectives definition, data 
preparation and feature extraction model building considering proper techniques, 
model evaluation by computing p-value to determine whether a field is required in the 
analysis process or not and one of the most important, modelling data. In this last step, 
we can proceed with replacement of statistical insignificant fields, checking outliers and 
define mechanism to handle it or exclude and also checking for relationships and 
correlations.  
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Abstract: Since 1994, the relations European Union-Russia have oscillated between 
partnership and confrontation. There were times when the economic cooperation 
developed, followed by a decreased interaction between the two great power, when 
the relations became more tense and the level of mutual distrust escalated. Annexation 
of Crimea by the Russian Federation in the spring of 2014 and its consequences have 
shown that the commercial and economic ties between the European Union and 
Russia, which were on a ascending trend, had not fully developed into a strategic 
partnership based on the principle of equal rights and mutual respect. This article 
analyses the legal and institutional framework of the economic cooperation between 
the European Union and the Russian Federation in order to understand what has 
influenced the cooling of bilateral relations. 
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1. Introduction 
Over the last three decades, the cooperation between the European Union (EU) and 
the Russian Federation has taken shape as a result of the collapse of the Soviet Union 
and the enlargement of the Community through the redefinition of the interests of the 
EU member states and the modification of the priorities in terms of external relations. 
As a result of the eastward expansion of the European Union in 2004 and 2007, 
Russia drew closer and closer to the EU, becoming its largest neighbour. The 
geographical proximity and the economic dependence result in the existence of a 
bilateral dialogue between the EU and Russia. Over time, the dialogue between the 
European Union and the Russian Federation has evolved, in the context of the 
changes in the international environment, in response to the incentives offered by it. 
However, at the moment, the relations between the two great powers are affected by 
the tension created by the annexation of Crimea by the Russian Federation in the 
spring of 2014 and its consequences. The conflict in the Ukraine has called into 
question the foundations on which the cooperation between the EU and Russia has 
been built up to now. Ukrainian crisis and its effects have shown that the commercial 
and economic ties between the European Union and Russia, which were on a 
ascending trend, had not fully developed into a strategic partnership based on the 
principle of equal rights and mutual respect. 
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2.  Approaches and Levels of Analysis in EU-Russia relations 
In her article, The Level-of-Analysis Problem in the Past, Present and Future of EU-
Russia Relations (2011), Tatiana Romanova presents three approaches to the study of 
the evolution of international relations: structural, institutional and thematic. The 
structural approach concerns the analysis of the relations between the Russian 
Federation and the EU, as well as the relations between Russia and each EU member 
state. Starting with the establishment of the Eurasian Economic Union (EAEU) in 2014, 
this approach includes, in addition to the analysis of the relations mentioned above, the 
examination of the cooperation between the EU and EAEU, as well as the relations 
between each EU member state and the EAEU. The thematic approach refers to 
goals, values, tasks, implementation instruments and mechanisms. In turn, the 
institutional approach includes three levels of analysis/interaction: the 
intergovernmental level represents the traditional contacts between heads of state, 
prime ministers and ministers; the transgovernmental level represents the interaction 
between the medium- and low-ranking officials of the respective countries; and the 
transnational level represents the dialogue between nongovernmental actors, such as 
companies, NGOs and epistemic communities (experts in various fields). Based on the 
institutional approach described above, this article analyses the legal framework of the 
economic relations between the EU and Russia. 
 
 
3. EU-Russia economic relations through the prism of the institutional approach 
The first document that laid the foundation for the cooperation between Western 
Europe and the Union of Soviet Socialist Republics (USSR) was the Trade and 
Cooperation Agreement, concluded in December 1989 in Brussels. Even though the 
signing of this agreement was considered a real progress in terms of the cooperation 
between the European Community (EEC) and the USSR, it was short-lived. The coup 
which took place in Moscow in August of 1991, that was initially intended to stop 
Mikhail Gorbachev from granting political and economic independence to the soviet 
socialist republics and to prevent the collapse of the Soviet Union, generated a 
completely opposite result than expected. It was the events in August 1991 that 
accelerated the break-up of the Union. In 1991, Russia, as the successor of the USSR, 
inherited the relations with the European Community (the Trade and Cooperation 
Agreement). However, it was obvious that this document did not reflect the new reality. 
Thus, in June 1994, on the Island of Corfu in Greece, the President of the Russian 
Federation, Boris Yeltsin, twelve high representatives of each EU member state and 
the President of the European Commission, Jacques Delors, signed the Partnership 
and Cooperation Agreement (PCA). 
At the moment, the legal basis of the economic relations between the European Union 
and the Russian Federation is found in the two primary EU treaties, i.e. in Title V of the 
Treaty on European Union (TEU), which contains general provisions on external 
action; in articles 206-207, with regard to trade, and in articles 216-219, regulating 
international agreements, of the Treaty on the Functioning of the European Union 
(TFEU). However, the main pillar that the economic cooperation between the two 
powers is based on is the Partnership and Cooperation Agreement, that entered into 
force in December 1997. In accordance with article 106 of the PCA, it was concluded 
for an initial period of 10 years, after which it shall be automatically renewed year by 
year. 
From an institutional point of view, in accordance with articles 7, 90, 91, the PCA 
created, first of all, intergovernmental structures, i.e. biannual presidential summits, 
meetings between the Russian President, the head of the European Commission and 
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the President of the European Council, and created the  Cooperation Council (replaced 
by the Permanent Partnership Council in 2003), which consisted of the Russian 
ministers, EU commissioners and/or ministers from the member states that were to 
meet at least once a year and whenever necessary. In addition, article 92 of the PCA 
attempted to regulate the cooperation on a transgovernmental level by creating a 
Cooperation Committee consisting of representatives of the Russian Government, 
representatives of the Council of the European Union and of the European 
Commission, at senior civil servant level. In 2014, as a result of the conflict in the 
Ukraine, its activity was suspended.  
From time to time, for the purpose of presenting their objectives and vision, as well as 
in order to reiterate the strategic partnership, the European Union and the Russian 
Federation have drawn up various diplomatic documents. In 1999, the Common 
Strategy of the European Union on Russia was drawn up. It reiterated the importance 
of the strategic partnership and outlined the objectives that the EU and Russia should 
pursue for a better cooperation. In turn, Russia drew up a similar document entitled 
”Medium-Term Strategy for the Development of Relations between the Russian 
Federation and the EU (2000-2010)”, through which it expressed a different vision than 
the EU.  
The St. Petersburg summit in May 2003 marked the transition from a cooperation 
based on ”common values” between the European Union and the Russian Federation 
to a more pragmatic project. At the summit the parties stated their intention of 
strengthening the strategic partnership and agreed to develop their cooperation 
through a new institutional structure – the creation of four ”common spaces” in the 
following fields: economy; freedom, security, justice; external security; science and 
education. Over the next two years, the specific agendas for each space, entitled 
roadmaps, were drawn up. These medium-term instruments were approved at the EU-
Russia summit that took place in Moscow in 2005. The common economic space 
aimed to achieve a better compatibility between the EU and Russian economies in 
order to stimulate investments and trade. Its creation was seen by Russia and the EU 
as one of the main strategic directions of the cooperation between the two powers.  
Another instrument used for the development of the bilateral economic cooperation is 
dialogue. The first was the Energy Dialogue launched in 2000 at the intergovernmental 
level and subsequently developed at the transgovernmental and transnational level 
(Romanova, 2014). Shortly thereafter, this form of interaction expanded, allowing the 
transgovernmental and, partially, the transnational cooperation to cover most of the 
areas of interaction between Russia and the EU in terms of economy. However, of the 
three functions specific to the cooperation on a transgovernmental level: the exchange 
of information, the approximation of the laws and the monitoring of the implementation 
of the decisions made, only the first was accomplished in all the dialogues. Peter Van 
Elsuwege (2012) describes the two instruments: dialogue and road maps, as ”soft law” 
mechanisms, which certainly  have  their  merits  but cannot  conceal  the  lack  of  
legally  binding  norms or create strong relations. 
Starting with 2000, two points of reference can be distinguished in the analysis of the 
relations between the EU and Russia. Even though neither is legally binding, they have 
given rise to the hope of the possibility of a change in the direction of the development 
of the bilateral cooperation and the revival of the ”strategic partnership” between the 
European Union and Russia. The first is the initiative formulated and approved at the 
St. Petersburg summit in May 2003 with regard to the creation of four common spaces 
and the second is the Partnership for Modernisation launched at the EU-Russia 
summit that took place in 2010 at Rostov-on-Don. In addition, new collaboration 
opportunities arose when Russia joined the World Trade Organisation (WTO) in 
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August 2012. However, neither of the two initiatives mentioned above has been 
realised so far and the events in 2014 and their consequences make it impossible for 
them to be realised anytime soon. The conflict in the Ukraine has resulted in the 
suspension of all the discussions and actions, revealing a deep discrepancy between 
the long-term objectives and values of the parties. The first wave of restrictive 
measures adopted by the European Union against Russia in March 2014 affected the 
relations existing on an intergovernmental level, suspending the biannual presidential 
summits as well as the discussions and steps with regard to a new partnership and 
cooperation agreement. The relations developed on a transgovernmental and a 
transnational level should have maintained the economic cooperation between the EU 
and Russia, but since they were not really strong enough, they were the first to be 
affected.  
 
 
4. Limits of the EU-Russia Legal and Institutional Framework 
As a result of the changes occurring in the EU and in Russia over time, more and more 
experts in the field of international relations, as well as politicians, have said that the 
PCA is outdated and needs to be revised. The PCA reflects the spirit of the 1990s and 
the specific geopolitical context after the dissolution of the Soviet Union and has not 
been adapted to the new challenges of the 21st century.  
In article 1 of the PCA, the Russian Federation is referred to as a “a country with an 
economy in transition”, a phrase which is no longer current, since, in 2002, the EU 
officially recognized Russia’s status as a market economy and Russia subsequently 
became a member of the WTO. In addition, several areas are regulated in a rather 
vague manner. Even though the agreement acknowledges the fact that the 
approximation of the laws of Russia towards the laws of the European Union is an 
important condition for strengthening the economic links between the parties, article 55 
par. (1) of the PCA only states that the Russian Federation “shall endeavour to ensure 
that its legislation be gradually made compatible with that of the Community (now 
Union)”, without specifying the expected results or the sanction in case of the failure to 
fulfil the obligation.  
The main weakness of the institutional framework is that it’s impossible to adopt legally 
binding decisions. In essence, the development of the cooperation between the EU 
and Russia has been based on specific bilateral agreements or statements with a 
purely political value. The limits of the PCA, as a legal basis for the relations between 
the European Union and the Russian Federation, are clear when one considers the 
disputes occurring in 2005 with regard to the export of Polish meat to Russia. In the 
opinion of Poland, the embargo imposed by the Russian Federation violated article 19 
of the PCA, that precludes the use of veterinary and phytosanitary restrictions in the 
trade between the parties in an arbitrary and unjustified manner and that the applied 
ban was too severe considering the identified irregularities. In accordance with article 
101, any disputes with regard to the application or interpretation of the agreement may 
be referred to the Cooperation Council, which may settle the dispute by means of a 
recommendation. Such recommendations are not binding upon the Parties and have 
no legal effect. The procedural rules provided in the PCA were not considered when 
resolving the dispute and, anyway, they could not have resolved the problem. In this 
case, it was decided to improve the political dialogue between Russia and Poland and, 
as a result, the ban on importing meat and other Polish products in Russia was lifted in 
2007.   
After this dispute, the European Union and the Russian Federation concluded a few 
Memoranda of Understanding on Sanitary and Phytosanitary measures and food 
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safety requirements. However, the drafting of such diplomatic documents could not 
preclude the occurrence of other commercial disputes. In 2011, Russia banned the 
import of all fresh vegetables from the EU when it found that cucumbers contaminated 
with the Escherichia coli bacteria had been imported from Germany. Another example 
is Russia’s banning of all imports of cattle, sheep and pigs as a result of the detection 
of the Schmallenberg virus in Germany, Great Britain, Belgium, the Netherlands and France. 
Thus, the situations presented above show how the presence of infections or just the failure 
to fulfil certain requirements with regard to foodstuffs that occurred in a member state or a 
region of the EU can affect all the trade flows of the agri-food sector between the Russian 
Federation and the entire European Union.  
 
 
5. Conclusions 
Since 1994, the relations between the EU and Russia have oscillated between 
partnership and confrontation. There were times when the economic cooperation 
developed, followed by a decreased interaction between the two great power, when 
the relations became more tense and the level of mutual distrust escalated. That’s why 
Russian economist Yury Borko (2014) metaphorically described this relationship by 
using the phrase “Two for the Seesaw”. 
The Ukrainian crisis and its consequences have accentuated the fragility of the 
relations between the EU and Russia, which, during all the previous years, have stood 
on clay legs (Romanova, 2016). Even though, starting with 2000, the consolidation of 
the cooperation between the two powers was attempted, the crisis that broke out in the 
spring of 2014 proved that, all this time, the two had only grown closer formally, not 
practically. The occurrence of visible differences in terms of their objectives and 
conceptual values affected the interaction on a transgovernmental and transnational 
level first of all. Despite the suspension of the bilateral meetings, on an 
intergovernmental level, the dialogue between the high representatives from Russia 
and the EU member states continues to exist, but its format has already changed. The 
business environment and the medium-ranking officials from the EU and Russia have 
proven to be the most affected. Amongst the effects generated by the sanctions 
imposed against Russia, in terms of transnational cooperation, is the disturbance of the 
trade flows, the interruption of the financing and the suspension of certain joint 
projects. The crisis in the Ukraine has clearly highlighted the necessity of developing 
an algorithm for the resumption of the economic relations between the EU and Russia, 
defined as the ”cohabitation of the European elephant and the Russian bear” by 
Michael Emerson (2001). This algorithm must ensure that the interests of the parties 
and of their neighbouring countries are respected and it must not be a source of 
problems, but an instrument meant to consolidate and develop the relations between 
the EU and Russia. 
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Abstract: The concept of life quality is a complex one that embodies subjective 
elements, such as the well-being of individuals in society, health and personal quality 
of life, as well as material elements that regard life conditions, balance between 
personal and private life. Life quality indicates the extent to which life is good for the 
individuals and is often defined by life satisfaction, as an expression of the cognitive 
side and happiness, as an expression of the affective side of subjective well-being. 
Following these two indicators (using the Eurofound results from 2012 and 2016),we 
outline the differences between satisfaction levels of life in the European countries. 
 
 
Keywords: life quality; life satisfaction; happiness; subjective well-being. 
 
JEL classification: D60; I31. 
 
 
1. Developing the concept of subjective well-being, components and measures 
The concept of life  quality  was introduced in the U.S.A., in the 1950s, as a political 
slogan and extended, in the 1970s, to a social and individual level, integrating over 
time different indicators such as: happiness, of  philosophical origins, welfare, of 
economic and political nature, subjective well-being, of sociological and  psychological 
origins, physical health  of  medical  origins and mental health of psychiatric origins. 
(Montreuil, Tazopoulou  and Truelle, 2009, p.135). Life quality refers to the well-being 
of individuals in society and indicates the extent to which life is good for them. 
The economic, psychological and sociological literature highlights the 
multidimensionality of the concept of life quality, embodying subjective elements, such 
as personal well-being, health and personal quality of life, as well as material elements 
that regard life conditions (dwelling, poverty risk and material deprivation), balance 
between professional and private life etc. 
There are a multitude of approaches in measuring life quality, subjective well-being or 
happiness worldwide, including through demographical dimensions (marital status, 
gender, age), educational or occupational ones. Subjective well-being refers to mental 
elements and represents the way in which individuals perceive their own life, in other 
words their own evaluations regarding their life. 
 
 
2. National differences of subjective well-being and happiness 
Life quality is a concept that identifies a series of dimensions of human existence as 
being essential for a well- shaped human life; this is inevitably relative or normative 
from the cultural point of view, but reflects, in this case, the European Unions’ wide 
value sand political objectives. (Euro found, 2018, p.8). The multidimensional approach 
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of life quality encompasses individual and societal perspectives, combining objective 
and subjective indicators (Euro found, 2003). 
Life satisfaction is a complex concept, and this term is often used interchangeable with 
happiness, even if the two terms reflect separate conceptions. Life satisfaction means 
the evaluation of one’s life as a whole, not just the evaluation of one s level of 
happiness. Even though there are small differences between these two definitions, the 
basic  idea is the same: life satisfaction refers to the general feeling of  the  individual  
regarding his/her life. In other words, life satisfaction is a global evaluation rather than 
an evaluation based on a specific moment of a specific domain. Even if related, 
happiness and satisfaction are not the same thing. Happiness is an immediate 
experience, in time, even if pleasant, it finally passes. O healthy life includes moments 
of happiness but only happiness does not lead to a fulfilled and satisfied life.  
The concepts of happiness and life satisfaction, which are central (fundamental) for 
subjective well-being, are different, the first one refers to the emotional aspects and the 
second to the cognitive evaluation of life as a whole. (Eurofound, 2003) The indicators 
used here to outline the reflection over the life quality situation (subjective well-being 
and happiness) in Europe have as a source the Eurofound investigations regarding life 
quality from 2011/2012 and 2016. The questions regarding life satisfaction and 
happiness are presented as separate aspects in the questionnaire, even though the 
distinction can be less emphasized in different cultures and languages. All, especially 
satisfaction  worldwide, offer a summary indicator of the extent to which the individual’s 
expectations are met.  
In EQLS, happiness is measured by the answer to the question how happy they are. 
The European Quality of Life Survey (EQLS) of Eurofound, measures, at the European 
level, both personal satisfaction and happiness on a scale from 1 to 10. The results of 
the examinations from 2011/2012 and 2016 indicate that, in the European Union (as a 
whole) data has remained relatively constant, the medium recorded result being 7,0-
7,1, with big differences between countries. At a national level, in 2016, the best 
situated are the north vest countries: Finland, Denmark, Luxemburg, which have a 
performance score of over 8,0,followed by Sweden, Holland, Great Britain, Ireland 
(7,9). Values over the U.E. average are in Germany, France, Belgium, Poland, 
Portugal, Croatia (7,4 -7.5). 
 

Figure1: Personal satisfaction (general satisfaction with life, average score), 2012 and 
2016 
Source: Eurofound, EQLS, 2018 
 
The lowest scores  are recorded, in 2016, in community countries such as Bulgaria 
(6,4) and Greece (6,0; decreasing from 2012 when the average score was 6,5, after a 
prolonged crisis), but also in some of the candidate countries (Macedonia -6,1; Turkey- 

6
,9

6
,7

6
,3 6
,6

7
,7

7
,4

5
,5

7
,2

6
,4 7

,2 8
,4

6
,3

6
,2

7
,5 8

,1

7
,2

6
,8

5
,8

7
,4

6
,9

6
,7

7
,8

6
,2

7
,2 7

,7

7
,1

6
,8

6
,7

8

7

6
,4

7
,3

6
,3

5
,1

6
,3

6

7
,9

7
,3

5
,6

6
,5

6
,5 7

,3 8
,2

6
,7

5
,3

7

8
,1

7
,2

6
,3 6
,5

7
,7

6
,6

6
,5

7
,9

6
,3

7
,6 7
,7

7
,2

6
,9

6
,5

7
,9

6
,9

6
,4

7
,7

0

2

4

6

8

10

ME MK RS TR AT BE BG CY CZ DE DK EE EL ES FI FR HR HU IE IT LT LU LV MT NL PL PT RO SE SI SK UK

2012 2016



229 

 

6,2). Relatively low levels can also be found in Italy or in the Czech Republic (6,8). 
Very close to the score of 7, 0 are countries as: Romania, Hungary, Lithuania, Latvia, 
Serbia (7,0), Slovakia, Cyprus (7,1), Estonia, Slovenia (7,2), Spain, Montenegro (7,3). 
Graph number two also indicates that on a large  European space, the indicator did not 
evolve spectacular  in 2016 compared to 2012, personal  satisfaction remain in gal 
most the same or  slightly increasing. Only Greece, Macedonia and Turkey are the 
countries where personal satisfaction has met an important rebound. (of approximately 
10%) 
 

Figure 2: Happiness life as a whole average scores, 2012 and 2016 
Source: Eurofound, EQLS, 2018 
 
The  highest  differences between countries are observable in the analysis by age 
group. In most countries there is a manifestation of the decrease of the indicator’s 
score with the increase of age, and a significant increase medium score compared to 
the total average from the 18-24 age group. Compared to personal satisfaction, the 
question related to happiness, formulated more evaluative, is more emotionally 
controlled and less determined by the standard of living (Eurofound 2009). 
Comparative to the level of satisfaction with their life as a whole, individuals tend to 
evaluate their level of happiness as being higher. However, the two indicators are 
highly correlated (0,65) and the country model for happiness is similar to the one for 
life satisfaction. The happiness level in the E.U. was calculated in average 7,4-7,5. 
Similar to life satisfaction, the highest levels for happiness are recorded in Denmark 
(8,2) and the lowest in Bulgaria (6,3).  
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Figure3: National differences of subjective well-being, 2016, average  score: 
a)Personal satisfaction and b)Happiness 
Source: Processed in Stata 
 
As to what concerns personal satisfaction, the biggest differences are recorded in east 
and central European countries, both the candidate and some of the member countries 
of the E.U. In Greece, the averages core of personal satisfaction amongst the 
population of over 50-65 is approximately 11%lower than the average of the whole 
population. Overall in the E.U. life satisfaction and happiness remain constant, 
significant modification being observed as to what regards country level. Thus, 
between 2003 and 2007, life satisfaction and happiness have increased in many 
countries from Eastern Europe, because between  2007 and 2011, because of the 
economical crisis, a decrease in the score of these two definitive concepts for the 
perception of life quality has occurred, especially in the countries affected by recession  
which adopted austerity measures. Both indicators have decreased in Croatia, Cyprus, 
Greece, Italy, Spain and happiness in the Czech Republic. The scores were higher for 
both dimensions in Austria, Estonia, Malta, Great Britain and Hungary, in Ireland there 
was an observable plus for life satisfaction, happiness having a higher score in Latvia, 
Poland, Portugal and Slovakia.  
 
 
3. Economical performance and well-being 
The importance of the influence of different circumstances of life upon general 
satisfaction was the subject different  search studies. Figure 4 indicates a measure of 
personal life satisfaction according to the Gallup World Poll, measured through the 
variable life ladder. Data is obtained for the period 2010-2017, in the first graph for 35 
countries and in the second only for the E.U. member states.  
 
 

 

 

Figure4: Differences in a) GDP per capita and b) the life ladder score in European 
countries (35 countries), 2016 
Source: Processed  in Stata 
 
Evidence of data from time series for developed countries, transition countries and less 
developed countries, confirm the fact that short term fluctuation in happiness and 
income are positively associated, but the long term tendencies for happiness and 
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income are not related. (Easterlin,  2013). The measurement of satisfaction (life ladder) 
is highly correlated with GDP per capita (p=0,76 for the 35 countries in Europe and 
0,71 for the European Union countries. (Figure 5)  

 

 

Figure 5: Relevant association between GDP per capita and life ladder, for  the group 
of 35 countries and of the  UE member states, 2016 
Source: Processed on the basis of Gallup data 
 
Results suggest just a long term relationship between national income and the average 
level of individuals’ life satisfaction. Another research study in U.S.A. and Great Britain 
confirmed a small impact of income upon life satisfaction compared to other 
circumstances of life, such as age, income, gender, racial status (Blanchflower and 
Oswald, 2011). Furthermore, the correlation between the average satisfaction level pro 
country and the Gini coefficient, the most common measure of income inequality, was 
not confirmed. (Eurofound, 2015) 

 
Conclusions 
Researchers do not consider that the concept of well-being can be explained only with 
reference to GDP, but, on the contrary, that it has a multidimensional component 
reaching all the aspects of human life. That is why, the measuring instruments have a 
double nature, an objective one, including indicators that complement each other 
(GDP) and  a subjective one, that refers to the way individuals refer to their happiness 
and life satisfaction. 
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Abstract: This paper presents the involvement of international organizations in the 
diplomatic mechanism in Mircea Malița’s work. The development of the ideas 
presented in this paper will be carried out in a later paper. The multilateral negotiations 
were born as a result of the development of traditional diplomatic methods and the 
need to apply new negotiation techniques. Also, the extension of multilateral 
negotiations has influenced, since the nineteenth century, the founding of international 
organizations. The emergence of the institution of international organizations has been 
largely determined by the need to provide a stable and appropriate framework for the 
evolution of the relations between countries and to resolve issues of common interest. 
The cooperation between the states knew another dimension determined by the 
growth and development in areas such as: trade, economy, technology and 
technology, means of transport and communication. The development registered by 
these fields and not only, has contributed to the conclusion of contracts, treaties and 
conventions through negotiations between countries, negotiations carried out on a 
multilateral level. 
 
 
Keywords: multilateral negotiations; cooperation; diplomacy; international 
organizations. 
 
JEL classification: F53; G20. 
 
 
Premises 
International organizations reflect general, universally valid features, based on two of 
humanity's main desires: on the one hand, ensuring peace and strengthening 
international security, and on the other, promoting cooperation between nations in 
different fields (Malița, 1970, p.312).From the economic point of view, the industrial 
revolution, marked the moment of new relations of production, development of 
relations and exchanges between countries. Despite the development of relations, a 
small number of countries called the "European Concert of Great Powers" participated 
in international meetings. The latter did not consider the possibility of small and 
medium-sized states participating in international discussions and conferences. Thus, 
it was considered imperative to set up international bodies. Within international bodies, 
it was intended that participation could be achieved by all nations, as well as in 
discussions and solving of general problems and each state should be able to ask, if 
needed, for support and advice in different problems or situations. In this sense, the 
establishment of the first international body took place at the end of the first world war 
under the name of the League of Nations, and the second international body, at the 
end of the second world war, under the name of the United Nations. 
Thus, even if these "organizations have a technical character, diplomacy plays an 
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important role in the multilateral negotiations they facilitate, thus contributing to the 
affirmation of diplomacy through international organizations", thus emphasizing the role 
of diplomacy (Malița, 1970, p.315). 
Diplomacy through international organizations is also the result of the development that 
took place during the modern era, a development that was clearly projected in the 
existing relations between states. Therefore, regardless of the field that has recognition 
and development, this is also reflected at the diplomatic level, including meetings, 
negotiations on topics of interest in various fields. 
 
 
Assessments and findings 
According to Malița (1970) in the work „Diplomacy. Schools and institutions”, following 
the analysis of the notion of international organization, it turns out that the 
characteristics that define international organizations can be highlighted. 
The first characteristic refers to the fact that their members are the states (Malița, 
1970, p.317). A good relationship between countries is determined and influenced by 
respecting the independence and sovereignty enjoyed by each state, respectively 
respecting the principles of international law. 
International law, plus other principles and regulations, is the framework within which 
international organizations must operate. Therefore, in carrying out the activity 
international organizations must take into account the following criteria: "International 
organizations must not violate the sovereignty of the Member States, assume 
supranational powers or establish supranational or supranational bodies. The legal 
capacity of the international organizations, as subjects derived from international law, 
is dependent on the will of the states that created them and is limited by the provisions 
of the treaties by which they were born. International organizations cannot discuss or 
make decisions regarding the issues that are within the internal competence of the 
states, in accordance with the principles of sovereignty and non-interference in internal 
affairs. States have the right to participate equally in international organizations in 
carrying out their work and adopting their decisions. The decisions and 
recommendations of international organizations are not, in principle, legally binding. 
They shall become binding only to the extent that they are accepted by the Member 
States" (Malița,1970, pp.318-319). 
The second feature refers to the way in which international organizations were born. 
Conferences and meetings are the starting point by which international organizations 
are born (Malița,1970, p.319). Within these conferences, a series of basic rules and 
principles are established regarding: the establishment of the organization, the 
structure, the way of carrying out the activity, its members and the functioning program 
etc. It is worth mentioning that several meetings or conferences are needed in order to 
decide on the establishment of an international organization. 
The third characteristic of the international organization is derived from the 
permanence character which "refers, in particular, to the temporal aspect of the activity 
of the organization, which is continuous, without interruptions" (Malița, 1970, p. 320). 
Due to the limited time character of the conferences, they are different from the 
international organizations that have a continuous activity, that is to say they enjoy 
continuity. 
Regarding the classification of international organizations, according to certain criteria, 
there is no generally accepted variant. On the other hand, according to their goals, 
„international organizations are divided into general and special organizations” (Malița, 
1970, p.321). 
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Other criteria according to which international organizations can be classified are the 
following: „the object of the activity which can be, for example, political, military, 
economic, social, etc. Another criterion may be the radius of geographical action, 
which determines the general or regional character of international organizations” 
(Malița, 1970, p.322). The general character of international organizations it means 
that any country on the surface of the globe can be a member, and the regional 
character implies that this membership is only the states located in a certain 
geographical area. 
Another criterion is "the possibility of states to become part of international 
organizations after they have been established. Thus, there are international 
organizations open and closed. Open international organizations are those that accept 
other states, and closed international organizations only accept the presence of the 
founding members or after a certain date” (Malița, 1970, p.322). 
Thus, through the characteristics listed above, international organizations are 
characterized, but others can be added to them. The notion of international 
organization is a notion that is in a continuous transformation, the proof being its 
evolution from its beginnings to its present form. 
Regardless of the context, the actions of the international organizations must respect 
the international law, that is to achieve their goals without jeopardizing international 
peace and security. 
 
 
Conclusion 
In conclusion, the cooperation between the states knew another dimension determined 
by the growth and development in areas such as: trade, economy, technology and 
technology, means of transport and communication. The development registered by 
these fields and not only, has contributed to the conclusion of contracts, treaties and 
conventions through negotiations between countries, negotiations carried out on a 
multilateral level.The international organizations are directly involved in the diplomatic 
mechanism. These represent a basic tool in the activities carried out in different fields, 
for example: economic, social, etc. 
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Abstract: We are studying tax fraud in terms of understanding its determinants. Tax 
fraud is a problem of major importance in the world economy in general and the 
European economy in particular, due to its implications and its effects on the 
performance of an economy.Within the EU, the largest proportion is VAT fraud. The 
VAT system of the European Union has become vulnerable to organized fraud 
schemes. In recent years, these schemes have affected the services and imports of 
goods from third countries and may have changed the trade of goods between EU 
countries.The EU institutions and the Member States have presented several 
measures to address this problem, although some of them have placed a 
disproportionate burden on businesses. As its structure is quite limited, the European 
Union has developed influence on the bodies of the Member States responsible for 
combating this phenomenon. 

 

Key words: tax fraud, tax evasions; „ghost” companies; the intra-Community VAT 
system; tax obligations; money laundering. 

JEL Classification: A14. 

 

1. Introduction 
Often, the existing tax rules cannot keep pace with the growing speed of the economy. 
This fact reminds us that the current international and national tax rules were mainly 
conceived at the beginning of the 20th century.Currently, there is an urgent need for 
the rules to be reformed so that international, European and national tax systems are 
adequate for the new economic, social and technological challenges of the 21st 
century.There is the general consensus that current tax systems and accounting 
methods they do not have the features necessary to keep up with these developments 
and to ensure that all market participants pay their fair share of taxes.In order for a 
phenomenon to be prevented and combated in an efficient manner, it is always very 
important for him to be known as deeply as possible.For this reason, we appreciate 
that in the present work we must present some theoretical benchmarks regarding 
committing such acts. Tax fraud is confined to the phenomenon of crime in the 
economic and business fields. 
 
 
2.Notions of tax fraud 
Tax fraud takes different forms between Member States.Fiscal fraud means the 
fraudulent deduction from tax return, payment of taxesor knowingly omitting the 
fulfillment of fiscal obligations within the deadlines established by the tax laws, or that 
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part of the amounts subject to taxation was knowingly hidden, either the insolvency 
was organized or prevented, by other illegal means, the payment of the tax. 
Fraud involves two compulsory elements: a material element - a violation of the tax law 
and an intentional one - the desire to circumvent the tax.  
Fight against evasion and tax fraud represents combating illegal acts,while the fight 
against tax avoidance deals with situations that exploit gaps in the law, a priori, within 
the limits of the law (unless they are considered illegal by the tax authorities or, finally, 
by the courts), but which contradict the spirit of the law. Fair taxation and the 
determined fight against tax fraud, tax evasion, and money laundering play a central 
role in creating a fair society and a strong economy, while defending the social contract 
and the rule of law.A fair and efficient tax system is essential for combating 
inequalities,not only by financing public spending to support social mobility, but also by 
reducing income inequalities. 
Fiscal policy can have a major influence on employment decisions,on the levels of 
investments and on the readiness of the companies to expand. The most urgent 
priority is to reduce the tax gap resulting from tax fraud, tax evasion, and money 
laundering, as well as their impact on national budgets and the EU budget,to ensure a 
level playing field and fiscal fairness among all taxpayers and between them, by 
guaranteeing that fraud perpetrators do not have a competitive tax advantage over 
honest taxpayers. 
Cash transactions remain a very high risk in terms of money laundering and tax 
evasion,including VAT fraud,despite the advantages it presents,such as accessibility 
and speed.A number of Member States have already introduced restrictions on cash 
payments. 
Tax fraud and tax evasion lead to the loss of resources for the national budgets and 
the budget of the European Union. 
The most common types of economic crimes and frauds reported in the last two years 
are misappropriation of assets, computer crime and consumer fraud,to which are 
added the frauds in purchases,fraudulent reporting, money laundering corruption. 
Tax fraud manifests itself in many forms because it represents, in principle, everything 
that goes beyond the legal framework. Significant are the modalities of tax fraud by 
their nature: 

 increase of tax-deductible expenses; 
 the transfer of the tax base; 
 methods of payment of the partners in the tax fraud regime; 
 conducting activities without legal documents or not registering them in 

accounting; 
 "ghost" companies are the most advanced form of tax fraud; 
 organizing and conducting double accounting activities; 
 failure to apply the tax law and incorrect calculation of taxes and duties due to 

the state. 
The intra-Community VAT system has often been misused through a so-called intra-
community fraud scheme with "ghost" companies (missing trader intra-community 
fraud – MTIC).  
„Ghost” companies represent that legal entity - economic operator, non-existent in 
terms of commercial activity, registered in a fictitious headquarters or by moving the 
real headquarters to a fictitious headquarters.The company was created specifically for 
tax evasion (It is generally used for a single business). 
Sometimes the goods don’t even exist. The fraud scheme can be complicated even 
more when the ghost company sells the goods to a „buffer” dealer, from which some 
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might be honest, in order to make tracking them even more difficult. The revenue is 
transferred to companies registered in tax-heavens. 
(https://www.eca.europa.eu/Lists/ECADocuments/SR15_24/SR_VAT_FRAUD_RO.pdf 
pag.12-13) 
 
   
3.The development of the concept of tax fraud, proving the fraud 
3.1. Proving the fraud. The necessity of objective proofs. Knowing the fraudulent 
character of operations. 
From the sentence of January, the 12th 2006, the causes jointed C-354/03, C-355/03 
and C-484/03. Optigen Ltd (C-354/03), Fulcrum Electronics Ltd (C-355/03) and Bond 
House Systems Ltd (C-484/03), (the 6th directive of VAT), emitted by CJUE, the 3rd 
Chamber, the following aspect emerge: 

 It’s against the European legislation for the financial organs of control to judge 
an operation conducted by a tax paying person considering the intentions of 
another person than the one in question.  

 Each operation must be taken separately without considering the entire chain 
from which it is part of. 

 The right of VAT deduction can’t be refused unless it is proven the existence of 
a tax fraud, and only if the tax payer knew or ought to have known about that 
he or she was part of a financial fraud.  

In this decision it is described the mechanism of a carousel fraud, specific to the 
operations from the sphere of VAT appliance. As a consequence, one can’t sustain an 
accusation of financial fraud on the fact that the supplier hasn’t paid the collected VAT 
to the state budget and the beneficiary of the operation has deducted the afferent VAT.  
As for the national practice, we notice the correct application of it by the High Court of 
Justice by the civil decision no.4063 from 30.10.2014. 
 
3.2.The Notion of Abusive Practice. The Fulfilling of Formal Conditions. The 
Purpose of Gaining a financial advantage. Objective Elements from which the 
Existence of Fraud can be deduced. 
From the decision of CJUE, The Great Chamber from February the 21st 2006, cause 
C-225/02 02Halifax plc, Leeds Permanent Development Services Ltd and County Wide 
Property Investments Ltd (the sixth Decision of VAT), we conclude that European Law 
is opposed to exerting the right to deduce the VAT that flows from an abusive practice. 
In order to be in the presence an abusive practice it is extremely necessary that the 
operations in cause to satisfy the formal conditions imposed by the European Law and 
that the associated National Law to generate a financial advantage that is contrary to 
those regulations.  
Also, it must be obvious from a multitude of objective factors that the only purpose is 
that of gaining a financial advantage. In the situation in which an abusive practice is 
identified, it is necessary for the specific transactions to be redefined so that their 
economic and legal content can be revealed.”  
The first aspect that must be taken in consideration is the fact that not every reduction 
of the fiscal burden represents a fiscal fraud. This concept emerges from the British 
Judiciary Practice which states that every person has the right to organize their affairs, 
in the limits of the law, so that he or she would pay to the state the smallest taxes 
possible.  
By this decision, the CJUE mentions the fact that in order to be considered a fraud, two 
conditions must be present: the objective and the subjective conditions. By this 
decision the Court lays the foundation for the theory of abuse of right in the fiscal law. It 
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is important to mention that the burden of proof falls exclusively in the task of the fiscal 
authority. Also, the fiscal authority has the obligation to restate the financial operations 
in order to reflect the real economic content. The fiscal authority in Romania has laid in 
the fiscal practice the preliminary DecisionC-225/02 Halifax and others by the Article 
11 from the Fiscal Code. As for the practice of Romanian Courts concerning the 
Preliminary Decision Halifax we refer to the Decision of the High Court of Justice no. 
4768 from 11.12.2014. 
 
 
4. Conclusion 
At the proposal of the European Commission, starting with 2011 several initiatives 
were taken in order to intensify the fight against fraud and corruption that affects the 
public money in the EU.  
Following the concretization of the efforts in fighting the fraud, in October 2017 the 
European Parliament has approved the establishment of the institution “The European 
Prosecutor”. Inside this institution that will focus on the fraud with European Money, 
there will be several Romanian Prosecutors designated by Romania. The 
establishment of the institution also means minimal limits of sanctions that the states of 
the EU will have to adopt. In the case of a conviction, following the investigations of the 
European Prosecutor, all of the stolen money will be sequestered.  
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Abstract: In the management of the European funds, to use the personal data of the 
members of the target group, of the representatives of the economic operators who 
submit tenders in the procurement procedures as well as of the personnel involved in 
the implementation of the project, is an important component. General Data Protection 
Regulation (EU) 2016/679 (GDPR) has become applicable in Romania since May 25, 
2018. It replaces the previous legal framework of the EU dating back to 1995, and sets 
general rules that apply to any kind of processing of personal data, as well as specific 
rules for applying the processing of special categories of personal data such as ethnic 
origin for members of the target group, criminal convictions and offenses in the 
procurement or health procedures for the personnel employed in the project. This 
article aims to provide an overview of the application of the GDPR rules in project 
management so that the main actors can adapt their practices in order to comply with 
the European legislation in the field of personal data protection. 
 

Keywords: European Funds; Privacy; General Data Protection Regulation (GDPR); 
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1.Introduction 
Almost one year and six months after the entry into force of General Data Protection 
Regulation (EU) 2016/679 (GDPR), there are still many operators of personal data for 
which the applicability of this normative act has unclear elements and, as a result, they 
do not apply all the provisions properly. In order to better understand the usefulness of 
observing the GDPR principles, it is necessary to synthesize relevant information 
regarding the protection of personal data. Thus, the processing of personal data is 
closely linked to the protection of individuals, and therefore aims at a fundamental 
right. According to Article 8 paragraph 1 of the Charter of Fundamental Rights of the 
European Union and Article 16 paragraph 1 of the Treaty on the Functioning of the 
European Union, any person has the right to the protection of personal data 
concerning him. Directive 95/46 / EC was transposed internally in Romania by Law no. 
677/2001 for the protection of persons regarding the processing of personal data and 
the free movement of these data. Although Directive 95/46 / EC introduced robust 
mechanisms for the protection of personal data, it was outdated. Technology 
development, the emergence of Google, Facebook, LinkedIn allow data processing in 
ways that could not be foreseen in 1995 when Directive 95/46 / EC was adopted. 
Therefore, General Data Protection Regulation (EU) 2016/679  is a natural 
consequence of these results of technological progress.In contrast to the Directive, 
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Regulation (EU) 679/2016 (the "Regulation", "GDPR" or "GDPR") applies directly in all 
Member States from 25 May 2018. 
The Regulation defines personal data as "any information about an identified or 
identifiable natural person (" the data subject "); an identifiable natural person is a 
person who can be identified, directly or indirectly, in particular by reference to an 
identification element, such as a name, identification number, location data, an online 
identifier, or to one or more many specific elements, specific to its physical, 
physiological, genetic, psychological, economic, cultural or social identity ”. According 
to Opinion 4/2007 of the Working Group Art. 29, adopted on June 20, 2017, personal 
information will take into account the following pillars: any information / which refers to / 
an identified / or identifiable natural person. 
In the management of the European funded projects, the collection and exchange of 
personal data increased significantly in 2014-2020 framework compared to previous 
multiannual financial frameworks. Applications such as mysmis.ro, fonduri-ue.ro, 
afir.info.ro or e-licitatie.ro used by the beneficiaries of European funds, public or 
private, either in relation to the Management Authorities for project implementation, or 
in relation to economic operators in the procurement procedures, use personal data at 
an unprecedented level. Therefore, all projects must comply with the seven principles 
of the processing of personal data: legality, fairness and transparency; purpose 
limitations; minimizing data; accuracy; storage limitations; integrity and confidentiality; 
responsibility. 
 
 
2.Processing of personal data at the Management Authorities level 
According to General Data Protection Regulation (EU) 2016/679 (GDPR), the operator 
is the entity that establishes the purpose and the means of data processing and its 
obligations are to inform the data subject, to ensure that the processing is legal and 
that the rights of the person are respected. Starting from the recommendation that 
each institution decide its quality: operator, authorized person or both, between the 
operator and the authorized person, there should be a contract to ensure data 
protection. As a result of this recommendation, in the financing contracts between the 
Management Authorities and beneficiaries, mentions are found regarding the 
processing, storage and archiving of the data obtained during the execution of the 
financing contract. In the contracts related to the Regional Operational Program, the 
processing, storage and archiving of data is performed with the purpose of verifying the 
implementation mode and / or complying with the contractual clauses and the national 
and European legislation. In the contracts related to the Human Capital Operational 
Program, the personal data are used for the purpose of achieving the project 
objectives, for statistical purposes and those of the target group can only be processed 
and published, for the information of the public, only with their prior information on the 
purpose of processing and publication. and obtaining their consent.However, although 
the recommendation to have contractual provisions regarding personal data is 
respected, there are regulations that are not respected. 
First of all, the provisions regarding the personal data contained in the financing 
contracts are not complete because either the duration of the processing is not clearly 
specified, formulations such as "throughout the term and after termination" of the 
financing contract do not represent a clear information on the duration, either the type 
of personal data is not provided, or it does not establish the categories of data subjects 
(except for the Human Capital Operational Program), or it does not establish the 
obligations of the operator but only the rights. Also, the contract omits the provisions by 
which the authorized person processes personal data only on the basis of the 
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operator's instructions and ensures that the persons authorized to process the 
personal data have committed to respecting the confidentiality. 
A second important aspect omitted by the Management Authorities is that the 
information and obtaining the consent must be carried out, according to art. 13, section 
2, chapter III of Regulation no. 679/2016, when collecting personal data and not later. 
Analysing the official websites of the Management Authorities from the point of view of 
information, knowing that it must address the answers to the questions: Who 
processes it; What types of data do they process?; To whom are they transmitted? For 
what purposes? During what period are they stored?, and they must have a concise, 
transparent, intelligible and easily accessible form, we have identified the following: 

 mysmis.ro application does not inform about the types of data they process 
and what is the period for which they are stored. 

 The official site of the Management Authority of the Regional Operational 
Program has an information in English, a vague enumeration of the personal 
data they process, an announcement that the data can be transferred but 
without specifying to whom and without specifying storage duration. 

 The funduri-ue.ro site does not contain any information regarding the 
protection of personal data. 

 The site e-licitatie.ro does not contain any information regarding the protection 
of personal data. 

 The afir.info.ro site contains all the information elements in accordance with 
the GDPR. 
 

3.Processing of personal data at the beneficiary’s level 
Analysing the forms made available by the Management Authorities, we found that in 
order to prepare the signing of the financing contract, a consent form regarding the 
processing of personal data is sent to the beneficiary. In the situation of the Regional 
Operational Program, the consent is given only by the legal representative although in 
the application for financing, personal data are also requested for the contact person, 
the project manager and the other members of the project team, if at the time of 
submission of the request for funding they are known. In the situation of the National 
Rural Development Program, the legal representative of the beneficiary must sign a 
"Declaration regarding the processing of personal data", which is in fact an information, 
as it results from the document, because it is mentioned that "it informs the data 
subjects whose data are collected on how these data are used and on the rights that 
are due to them. ” In the second example, it is no longer an incomplete consent but a 
complete lack of consent. 
 
 
4.Personal data processing at the target group level 
The processing of personal data at the target group level is made unequivocally within 
the Human Capital Operational Program. For this purpose, the Management Authority 
has made available to the beneficiaries the form Annex 8 Target group registration 
form containing the following note:” Note: By completing and signing this form you 
express your consent regarding the use and processing of personal data. 
Your personal data, recorded / collected in the course of the POCU projects, are not 
processed for any purpose other than those mentioned in the Individual Registration 
Form and are not communicated to any third party, except only the public institutions / 
authorities, according to the legal provisions in force." 
What is noticeable in the first place is the fact that this consent is not freely expressed 
because the element of pressure placed on the data subject for expressing his will 
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cannot be omitted, in fact the person has no real choice. Also, this consent does not 
contain a manifestation of unambiguous will, respectively an unequivocal action, a 
statement of the data subject. 
Last but not least, we emphasize the lack of a clear purpose for which the consent was 
obtained. The specification "are not processed for any purpose other than those 
mentioned in the Individual Registration Form" has no support in fact, because the 
form does not find the purposes of processing personal data. 
 
Conclusion 
There is a need for a unitary and much more rigorous approach to respecting all the 
principles of personal data processing. Thus, it is necessary to be complete the 
financing contracts with the information regarding the duration of the processing, the 
type of personal data, the categories of data persons (except for the Human Capital 
Operational Program), the obligations of the operator, the instructions of the operator 
for the processing of personal data and the commitment to persons authorized to 
process personal data in order to respect confidentiality. The Management Authorities 
must update the information on the official websites and obtain a freely expressed and 
unequivocal free consent from all individuals whose personal data is processed, stored 
and archived. 
All these recommendations are important because after May 25, 2018 institutions that 
do not comply with the requirements of the Regulation will be subject to administrative 
sanctions or fines.  
Given the fact that a huge amount of personal data is processed in the implementation 
of European-funded projects, it is necessary that all the institutions involved in this 
process do not lose sight of the rights of the natural person concerned: transparency, 
information, access, rectification, deletion. , restriction, portability, opposition. 
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Abstract: The present article takes a quick view at the youth unemployment rate 
(YUR) of the European Union recorded over the last decade, 2008 – 2018, mentioning 
which of the countries achieved the lowest and the highest rates. YURs have been 
observed by studying and analysing the statistical data from Eurostat for the Eu-28 and 
the data from the Romanian National Institute of Statistics. The Eurostat data analysed 
was compared with the Romanian youth unemployment data examined from the 
Romanian National Institute of Statistics. After analysing the rates recorded, a rise in 
the YUR was noticed from the second quarter of the 2008 to later 2013. In Romania 
the YUR had a longer raising trend till the end of 2014. In 2013, the EU, recommended 
several Youth Employment policies and measures to be applied by the Member States 
in order to build employment directions and reduce unemployment.  A decreasing trend 
in the YUR was noticed from 2014, trend that continued by and during 2018. 
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1. Introduction 
Various types of new skills and jobs are on demand due to the advanced technology 
and globalisation. Innovation and competitiveness are enhanced by businesses. In the 
social and economic dimensions, the rising unemployment rate is a great indicator 
when individuals lose their income and when the government spends on social benefits 
while the tax income is being reduced. (Context, Eurostat Statistics Explained, 
Unemployment statistics, Data up to September 2019) 
Analysation of European Union’s youth unemployment rate (YUR) was the objective of 
this paper. The EU-28 YUR’s recorded over the last decade, 2008 – 2018, writing 
down the lowest and the highest rates found by studying and analysing the statistical 
data from Eurostat for the Eu-28 and the data from the Romanian National Institute of 
Statistics. The Eurostat data analysed was compared with the Romanian youth 
unemployment data examined from the Romanian National Institute of Statistics. After 
analysing the rates recorded, a rise in the YUR was noticed from the second quarter of 
the 2008 to later 2013. In Romania the YUR had a longer raising trend till the end of 
2014. In 2013, the EU added onto the existing Employment policies, like 2010 EU 
Strategy Youth on the Move. Youth Guarantee Youth Employment Initiative, was 
adopted in 2013, which contained policies and measures to be applied by the Member 
States in order to build employment directions and reduce unemployment. A 
decreasing trend in the YUR was noticed from 2014, trend that continued by and 
during 2018. 
 
 



245 

 

2. The concept of youth unemployment 
Youth unemployment includes unemployed people between the ages of 15 and 24. 
Compared to unemployment rates, in general, youth unemployment rates are double. 
(Anghelache, Constantin et al, 2013) The European Union’s employment guidelines 
advized to build employment pathways reducing YUR by adjusting the education and 
training  programms to be able to provide trained young people for the new 
occupational needs and skill requirements. (Contini, Bruno, 2010) 
The Europe 2020 strategy was created to reduce the YURs through targeted policies 
and measures to generate higher activity rates, improving the entry rate of youth 
among the labour market.  
 
 
3.European Union’s youth unemployment rate, 2008-2018 
Looking at 2008, for the first quarter youth unemployment rate (YUR) was 15.1 %, for 
EU- 27, lowest rate recorded in Denmark 8.0 % followed by Austria 8.5 %, highest rate 
reached by Spain 24.5 % and Greece 21.9 %. From 1st January 2007 EU-27,  and 
from 1st July 2013 EU-28 when Croatia became a member of the EU.  
 
Table 1: European Union’s Youth Unemployment Rate 2008 – 2019, highest and 
lowest values 

 
Data source: EUROSTAT 

 

Due to the economic crisis that started in 2008, the EU’s YUR had been on raising 
course from June 2008, reaching 23.7 % in March 2013. For the year 2013 the lowest 
YUR could be found in Germany 7.8 % and Austria 9.2 %, where as the highest YUR 
was registered in Greece 58.3 % and Spain 55.7 %. (Eurostat Statistics Explained, 
Labour force survey overview 2013) 
From June 2007 to September 2010 EU-28’s YUR and the YUR of the euro area 
registered close values. 
Also, in  2016 we notice a gap between the EU-28 and euro area’s YUR, EU-28 18.7 
% vs euro area  20.9 %, difference of 2.2 %. This gap is 0.5% smaller in 2018, EU-28 
15.2 % euro area 16.9 %.    
In 2016, Germany and Czechia, as seen in Table 1, achieved the lowest YUR in EU-28 
for the year 2016, Germany 7.1 % and Czechia 10.5 %. Noticing the same trend, 
Germany and Czechia kept their position, decreased rates in youth unemployment, for 
2017 – Germany 6.8 %, Czechia 7.9 %. The same for the highest rates recorded in 
2017, Greece and Italy reached, Greece 43.6 % Italy 34.7 %.   
The statistic data show the same trend for 2018, the YUR lessen, EU-28 15.2 %, 
lowest rate found for Germany 6.2 % and Czechia 6.7 %, highest found for  Greece 
39.9 % and Italy 32.2 %. (Eurostat Statistics Explained, Unemployment statistics,  Data 
up to September 2019) 
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Looking over the statistics data it can be noticed that the unemployment among young 
people 15 to 24 year old ones was rapidly arising during the 2008 to 2013.  
 
EU-28 Youth unemployment –  a short preview over the third quarter of the year 
2019   
Throughout the year 2019, see Table 1, the YURs for EU-28 Member States recorded 
close values as for the third quarter. September 2019. the EU-28’s YUR recorded 14.5 
% and the euro area’s one was 15.9 %; lowest YUR found in Czechia 4.4 % and 
Germany 5.0 %, highest YUR reached by Greece 33.2 % and Spain 32.8 %. (Eurostat 
Statistics Explained, Unemployment statistics, Data up to September 2019) 
 
 
4. Youth unemployment rate in Romania 2008 – 2018 
The youth unemployment rate recorded in Romania over the last ten years, as seen in 
Chart 1: for 2008 YUR is 17.6 %, for 2009 YUR is 20.0 %, for 2010 YUR is 22.1 %, 
2011 YUR is 23.9 %, for 2012 YUR is 22.6 %, for 2013 YUR 23.7 %, for 2014 the YUR 
is 24 %, for 2015 the YUR is 21.7 %, for 2016 the YUR is  20.6 %, for 2017 the YUR 
18.3 %, for 2018 the YUR is  16.2 %. (Romania National Institute of Statistics, Labour 
Force in Romania: Employment and Unemployment, 2016, pg 55) 

 
Chart 1: European Union’s and Romania’s  Youth Unemployment Rate 2008–2019,     

              Source for the data: EUROSTAT and  Romania National Institute of Statistics 
 
In Romania, unemployment among young people, from 15 year old ones to 24 year old 
ones was rising during the 2008 to 2015. Due to employment policies implemented and 
measures adapted by the Member States, plus the economical growth, from 2014 to 
the end of 2018, the unemployment rates decrease.  
Youth unemployment rate in Romania - a short preview over the second quarter 
of the year 2019 for urban and rural area 
YUR for the second quarter of the year 2019 reached 15.0%.   
The YUR by residential area: 19.5 % recorded in urban area, 12.9 % for rural area. 
Romania’s employment rate for working 15 to 64 year old population recorded for the 
same period is 66.4 %. For the 20 to 64 year old population, for the same period, the 
same rate reached 71.6 %, which is 1.6 % points higher than the national target 
established on Strategy Europe 2020. (Romania National Institute of Statistics, Press 
Release, No. 241, 26 September 2019) 
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5. Conclusion 
Analissing the statistics, the following could be noticed: the EU-28 youth 
unemployment rate decreased from 2014, continuing this trend în 2019.  
Romania has a youth unemployment rate average close to the EU-28, as observed in 
Chart 1. Various measures and policies have been implemented by the Member 
States, also in Romania, to reduce unemployment among young people, including 
using available funding. Funding which companies and young entrepreneurs can apply 
for through projects which usually “focus on innovation and exploration, analysis and 
research”. (Fund for Youth Employment) 
Listing European Union funding: European Fund for Strategic Investment (EFSI), 
European Social Fund (ESF), European Structural and Investment Funds (ESIF or ESI 
Funds), European Regional Development Fund (ERDF). (European Commission, 
Employment, Social Affairs & Inclusion, Funding) 
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Abstract: This study, addresses the topic of industrial innovation in today's competitive 
markets and reaches the importance of competitiveness indicators. Any 
entrepreneurial attempt to produce and promote new and up-to-date products should 
be carried out, following appropriate mathematical calculations, based on the study of 
competition, through competitiveness indicators. The concept of innovation will be 
further investigated in terms of its influence, on industrialized environments. Industrial 
innovation is conditioned by several specific factors, among which we can list: clear 
business strategies; setting clearly formulated objectives; correct financing within 
management programs that benefit the entire innovation activity; the existence of a 
competent team, that can solve the problems that arise during the innovation projects; 
the existence of a clear and correct procedure for evaluating the results and the work 
of the people employed; the existence of a competitive climate inside the company and 
outside of it, etc. Innovation deals primarily with the introduction of new concepts and 
values. The present study, serves the tranzition from conceptualizing competition and 
competitiveness, through competition indicators, to an easier understanding of 
innovation. 
 
 
Keywords: competition; innovation; invention; performance; creative value. 
 
Classification JEL: O31; O32; O33; D41; D42. 

 
1.Introduction 
The innovation has a character of permanent change, which aims to adapt variables, 
determinants in order to achieve the success of  competitive strategies. In order to 
maintain control of these strategies, we must focus on three more important stages 
during industrial evolution, namely: the period of flexibility, the intermediate period, 
during which more and more products are used efficiently and the period of maturity or 
prosperity, governed by the principles of leadership. Most innovation studies consider 
that innovation should be viewed as a model for designing new products and services. 
The problem is, however, that innovation in most industrial countries is limited to 
incremental adjustments, both at the level of products and at the level of production 
processes. In fact, the competitive analysis shows that companies are, of no help to 
us, in understanding the concept of innovation. This phenomenon is explained by the 
fact, that the study on the evolution of companies does not facilitate innovation. 
Innovation is orienting us towards the future and through an inverse temporal 
perception process we can discover the new saving idea. In other words, any future is 
created through innovation, but the innovation process does not attach too much 
importance to the present, but rather to a metamorphosis of the present into a new 
present and a renewed future.  
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2. The concept of innovation 
Innovation is an activity that develops in order to obtain new (or significantly improved) 
products (goods), launched on the market, this activity means the introduction into the 
industry of new, improved processes. Industrial innovation is defined as the transfer of 
new ideas or the adaptation of new concepts, until the final stage of a product, process 
or service activity.  
We know four main types of innovations: product innovation; process innovation; 
organizational innovation and marketing innovation. The concept of innovation 
develops in parallel with the development of the concept of innovative company.  
J. Schumpeter treats innovation as a function of entrepreneurial action, which is 
obtained through several "new combinations" of existing resources. Schumpeter gives 
us this acceptance of innovation in his work ”The Theory of Economic Development” 
(1934). 
In the specialty literature, a distinction is made between the concept of innovation and 
that of invention. 
F. Malerba (1977) defines the invention as a new idea or scientific breakthrough, a 
technological novelty, while the innovation is aimed at a marketable application of an 
invention, this being due to the integration of the invention in the socio-economic 
practice. 
The Oslo Handbook (2005) defines innovation as an activity that results in new or 
qualitatively improved products, goods and services, through processes that use new 
methods of business management and marketing. 
According to the Frascati Manual (OECD, 2002), technological innovations include new 
or technologically significant products and processes and notably technological 
innovation. 
K. Pavitt (1987, p.9) notes about technological innovation: “most technologies are 
complex and are formed by cumulative developments. 
Law no. 324/2003 (Romanian Parliament), defines innovation as being oriented 
towards the generation, assimilation and capitalization of results, research and 
development.  
 
 
3. The typology of innovation 
Innovation is present everywhere, but new products and technologies are not fully 
revealed. In everyday life, innovation is associated with technical progress. The 
innovation processes have been extended to the society level, these being oriented 
towards the introduction of new strategies, concepts, ideas and organizations that 
address the social needs. Social innovation is the associated expression of a change, 
which aims to increase the quality of life and solving social problems.  
Innovation can take many forms: product innovation, process innovation, marketing 
innovation, organizational innovation, incremental innovation, radical innovation, closed 
innovation and opened innovation.  
In order to be successful, innovation must integrate general entrepreneurial strategies. 
There are several types of innovative strategies: proactive strategies, characterized by 
the character of radical innovation, which gives companies priority in the market and 
competitive advantage; active strategies, which aim to efficiently capitalize on existing 
technologies; reactive strategies, used as imitative strategies of strategies formulated 
by the leading companies, which are, for example, pursuing the implementation of new 
ways of communication with consumers, or of delivery and distribution of new products 
and passive strategies,  wich are used by companies expecting market changes. 
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Table1. Models of evaluation of innovation systems 
Model  Criteria Evaluation grid 
Diamond  Strategy, Processes, 

organization, links, learning 
1-7 levels 

Innovation Management 
Health Check  

Vision and strategy of 
innovation, resources, 
organizational structure  

10 levels 

Open Innovation, Maturity 
Framework  

Climate for innovation 
capacity of partnerships, 
internal processes  

5 levels 

Bain Innovation 
Assessment  

Strategy, organization, 
generation and 
development of ideas 

4 levels  

Source: Innovation management, Popescu (2016), webbut.unitbv.ro › Management › 
Popescu_Management 

The indicators of competition on global markets are divided into: macroeconomic 
indicators (levels and trends); indicators from the sphere of international trade, they 
express the degree of country integration in the circuits of the world economy and 
evaluate the level of protectionism or openness of an economy,the components of the 
current account (exports, imports, transfers), the components of the capital account 
(foreign direct investment, portfolio and long-term loans); demographic system and 
labor market indicators, which are oriented towards the supply of human resources, 
qualifying the force of work and qualitative value indicators(Pelinescu 2006, 
Anghelache 2017). The competitiveness indicators are over 200 in number, of which, 
95 are considered basic indicators (Annual Competitiveness Report, 2001). 
Many economic reports focus on twelve pillars of competitiveness.  

Table 2. The twelve pillars of competitiveness 
Competitiveness The efficiency of goods market 

Higher education 
Primary health and education 
Macroeconomic situation 
Infrastructure 
Institutions  
The size of market 
Technical endowment 
Innovation 
Development of the financial market 
Labor  market efficiency 
The sophistication of the business environment 

Source: Methodology and computation of the global competitiveness, 2017-2018 
www3.weforum.org › docs › GCR2017-2018   

 
4. Conclusion 
Innovation is an essential process for economic growth and for the survival of the new 
companies. At organizational level, innovation is addressed to new products, 
technologies, structures, management methods or business models.  
The innovation process must be conceived in relation to the research-development 
activities, being part of the trinome Research-Development-Innovation and 



251 

 

mathematical calculations of competitiveness. 
The future of technology and information is generated by innovation and creativity and 
it’s construction, will be possible, through in-depth studies and research on the 
indicators of competitiveness.  
Innovation management will become important for economic development, and the 
managerial process. 
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Abstract: Investment protection agreement and Vietnam - EU free trade agreement 
are new generation trade agreements between Vietnam and 28 EU member countries, 
referred to as IPA and EVFTA. These agreements have negotiated since mid-2012. 
After 14 official meetings, the negotiation process have completed on December 2, 
2015. The agreement officially signed on June 30, 2019, in Hanoi under the witness of 
Vietnamese Prime Minister Nguyen Xuan Phuc and Ms. Cecilia Malmstrom - Trade 
Commissioner of the European Union. These two agreements officially came into force 
they had significant impacts on the economy and social life of Vietnam, as well as the 
common European community. This paper will focuses on analyzing and assessing 
opportunities and challenges for Vietnam as well as the common European 
community.In a number of areas related to agreements such as: Trade in goods; 
Vietnam's exports to the EU; Customs and trade facilitation; Food hygiene and safety 
measures and animal and plant quarantine; Technical barriers in trade; Trade defense; 
Invest; Intellectual Property; Sustainable Development. 
 
 
Keywords: trade agreements; trade; investment; intellectual property; import and 
export; investment protection. 
 
JEL classification: A14. 
 
 
1. Introduction 
Recently, trade - investment relations between Vietnam and the EU have made 
positive developments. Bilateral trade increased more than 12 times, from 4.1 billion 
USD in 2000 to over 50.4 billion USD in 2017; in which Vietnam's exports to the EU 
increased by 13.6 times (from 2.8 billion USD to over 38.3 billion USD) and imports 
into Vietnam from the EU increased by 9 times (1.3 billion USD to 12, 1 billion USD)[9]. 
The most outstanding feature in trade and investment relations between Vietnam and 
the EU is the strong complementarity. There are very few areas where both sides 
compete. IPA and EVFTA will bring great and practical economic benefits to both 
sides. 
The trade agreement will allow for a 99% reduction in tariffs on all goods, some of 
which will reduce tariffs over time, a specific schedule and some will be subject to 
quotas. 
Vietnam is committed to protecting 169 EU beverage and food products. In contrast, 
the EU will exempt import tax for 7 years for some Vietnamese products, such as 
textiles and footwear. 
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2. Content 
For Vietnam, the implementation of IPA and EVFTA is an important step to diversify 
trade-investment partners, diversify import and export markets, and avoid depending 
on a specific region. In the period from 2010 and earlier, it can see that most of the 
FTAs that Vietnam participated in were with partners in the Asia-Pacific region. 
Since 2010, Vietnam has actively promoted free trade agreements with partners in 
various regions such as the EU and TPP. Including some American countries; 
Eurasian Economic Union including Russia; Northern European countries (EFTA) 
including Norway and Switzerland. These agreements, when implemented, will form a 
comprehensive and stable free trade relations system between Vietnam and all major 
trading partners in the world. 

 
2.1.Vietnam's opportunity for investment protection agreement and free trade 
agreement 
a. Opportunities to expand markets, promote import and export of goods to the EU 
market.  
When these agreements passed, it created better conditions for Vietnamese 
enterprises to access the European market, a large market with about 500 million 
people and brought many benefits to Vietnamese enterprises such as duty free with at 
least 90% of Vietnam's export tax lines to the EU.[8] 
The reduction of import tax to 0% will create opportunities for importing advanced 
machinery, equipment and technology from the EU market. 
Opportunity to self-improve production processes, improve product quality to meet EU 
regulations. 
Opportunity to access investment capital, modern technology, expand business 
opportunities for businesses ... from the EU market. 
Opportunity to easy access other markets with free trade agreements with the 
EU.Through the signing of IPA and EVFTA, Vietnamese businesses will be able to 
access and conduct trading with other partners with free trade agreements with the 
EU. 
b. Contributing to promoting economic growth 
IPA and EVFTA impact on the process of building a modern market institution and 
international integration. At the same time impact on economic growth through 
activities to attract investment and expand exports. 
Without EVFTA, the EU was the top investor in Vietnam. With extensive market 
opening commitments in terms of investment in manufacturing and services sectors, 
again bound by commitments on intellectual property protection, EVFTA will create a 
new incentive for attracting Investments of EU businesses in Vietnam. 
c. Opportunities for investment 
The EU was one of the investors investing in Vietnam early and quickly became one of 
the major investors, after Korea, Japan, Singapore and Taiwan. As of September 
2018, the EU has invested directly in Vietnam with 2142 projects with a total capital of 
48.5 billion USD[9]. 
d. Opportunities for development cooperation 
The European Union and its member countries are the leading non-refundable donors 
in Vietnam, providing 5.8 billion Euros in total funding for the period 2012-2018, 41% of 
which are non-refundable, repayment (2.4 billion euros) and 59% of the loan (3.4 billion 
euros)[3]. 
e.EVFTA helps drastically reduce tariffs 
Once EVFTA comes into effect, 85.6% of tariff lines will be abolished immediately 
(equivalent to 70.3% of Vietnam's exports to the EU), and 99.2% will be eliminated 
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within 7 The following year (equivalent to 99.7% of Vietnam's exports to the EU) - the 
highest level among the free trade agreements that Vietnam has ever signed[4]. 
For the remaining 0.3% of export turnover (including: some rice products, sweet corn, 
garlic, mushrooms, sugar and products containing high sugar content, tapioca starch, 
canned tuna), The EU committed to opening Vietnam under tariff quotas (TRQs) with 
import duties within the quota of 0%.[7] 
f. Increase competitiveness with similar products of other countries 
Currently Vietnamese goods enjoy the EU's universalized system of preferences 
(GSP). Accordingly, developing countries pay lower taxes on goods exported to the 
EU, but this will be review periodically. This is lower than the preferential import and 
export tariff (Most Favored Nation - MFN) applied to Singapore, Malaysia, Brunei, 
making Vietnam's goods more competitive than exports from other countries. 
g. Bilateral trade continues to be strengthen 
In 2018, the EU was the second largest export market of Vietnam (38.3 billion USD), 
after the United States (41.5 billion USD)[9]. In the ASEAN region, Vietnam is currently 
the second most important partner of the EU (after Singapore), but does not directly 
compete with the same product group in this market. Therefore, with IPA and EVFTA, 
Vietnam's exports continue to benefit, of which the direct beneficiary groups, most are: 
textiles, footwear, seafood and some agricultural products. Besides, the fields are 
indirect benefited by trade such as logistics, seaports.[5] 
 

 
 
2.2. Challenges for Vietnam before investment protection agreement and free 
trade agreement 
a. Increasing competition pressure on the domestic market.  
The demand for imported products, especially those originating from Europe, has 
been increasing recently. When the tariff barrier removed, European goods will easily 
penetrate the Vietnamese market, at which time Vietnamese enterprises will face 
great pressure from European businesses. The pressure express in both the areas of 
trade in goods and services. 
b.The strict requirements on rules of origin, dumping, subsidies and the use of trade 
remedies are also major obstacles for Vietnamese businesses in accessing the EU 
market. 
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c. Strict EU requirements on sanitation, environment, labor and technological 
processes 
Consider a long-standing barrier to Vietnam's export activities to this market. To export 
to the EU, Vietnamese businesses must comply with the provisions on hygiene, 
environment, labor and technological processes. 
d. Companies lack information on free trade agreements. 
Many enterprises actually do not take full advantage of tariff benefits because they do 
not know about FTAs and the certification process of origin is still complicated. In 
particular, most businesses do not yet meet the conditions of origin rules. According to 
the data of Vietnam Trade Office, in the past time, only Vietnamese enterprises 
exported to Korea were able to take advantage of the incentives from Vietnam - Korea 
FTA. 
e. Reduce tax revenues 
Reducing tax revenues is a major challenge for Vietnam when implementing this 
agreement. It expressed in the form of tariff reduction for goods from EU partner 
countries. Vietnam is still a market with many commodity groups still keeping relatively 
high MFN tax rates with a long-term opening schedule. Therefore, the commitment to 
reduce taxes on most groups of goods from the EU will lead to a decrease in state 
budget revenues.[2] 
f. The risk of trade remedies 
Normally, when tariff barriers are no longer an effective tool to protect, enterprises in 
the import market tend to use more anti-dumping, anti-subsidy or safeguard measures 
to protect them domestic manufacturing industry. The EU is one of the "traditional" 
markets to use these tools. 
 
2.3 The impact of EVFTA and IPA on the European community 
For the EU, the benefits are also very clear. EU studies have shown that EVFTA will 
increase EU national income in the long term, with an increase of up to 29.5 billion 
euros[6]. 
The IPA will open up more opportunities for EU investors to invest in Vietnam, a large 
market with nearly 100 million people and in great demand. 
EVFTA is a door to help EU businesses to provide more products at cheaper prices, 
with a higher competitive advantage with other countries in Vietnam market. 
Mr. Nicolas Audier, co-chairman of EuroCham said that EVFTA brings "mutual 
benefits" to Europe and Vietnam to the European business community this is an 
important motivation for them to pour capital and diversify peace of mind market 
chemistry. 
European businesses point out a positive, positive picture with 85% anticipation that 
EVFTA will have a significant or moderate impact on their long-term business and 
investment plans in Vietnam.[1] 
With less direct competition in the structure of import and export goods of Vietnam and 
the EU, many products from the EU such as machinery, beef, milk, wine, 
pharmaceutical products ... are waiting "Golden Point" to enter Vietnam. 
The complementarity in trade in goods between Vietnam - EU is creating a strong 
trading atmosphere for businesses of both sides, when EVFTA implemented. In 
addition, when Vietnam's economy is growing strongly, the consumer market with 
nearly 100 million people is really an ideal destination for European consumer goods, 
especially agricultural products, foodstuffs, meat products, milk and pharmaceuticals. 
In particular, EU businesses can access not only the market of nearly 100 million 
Vietnamese people but also the ASEAN countries, CPTPP and other major markets in 
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East Asia, contributing to the impetus of cooperation East-West brings the prosperous 
development of Asia and Europe. 
 
 
3. Conclusion 
Recently, trade - investment relations between Vietnam and the EU have made 
positive developments. Bilateral trade increased more than 12 times, from 4.1 billion 
USD in 2000 to over 50.4 billion USD in 2017; in which Vietnam's exports to the EU 
increased by 13.6 times (from 2.8 billion USD to over 38.3 billion USD) and imports 
into Vietnam from the EU increased by 9 times (1.3 billion USD to 12, 1 billion USD)[9]. 
The most outstanding feature in trade and investment relations between Vietnam and 
the EU is the strong complementarity. There are very few areas where both sides 
compete. IPA and EVFTA will bring great and practical economic benefits to both 
sides. On that basis, the potential for developing trade, investment and bilateral 
cooperation after EVFTA signed is enormous. In the context that Vietnam is actively 
negotiating, signing and implementing FTAs with many major trading partners, EVFTA 
will have a resonant impact with the ASEAN Economic Community and other FTA 
agreements, creating attraction for investment from the EU, thereby promoting the 
innovation of Vietnam's growth model, contributing to building a transparent and stable 
business environment for businesses and investors. 
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Abstract: Geopolitics was firstly explained by the swedish geographer Rudolf Kyellen 
in 189  describing state as living organism and geopolitics as “physical structure”  
(Fettweis 2015). British geographer Halford J. Mackinder  presented the concept of 
Eurasia through his theory of the“Heartland”–the northern-central part of Eurasia “geo-
graphical pivot of history”(Mackinder, 1904)  "Who rules East Europe commands the 
Heartland; who rules the Heartland commands the World-Island; who rules the World-
Island commands the world."(Mackinder, 1919, Democratic Ideals and Reality, p. 
150). Yale’s  Nicholas  Spykman (1944) starting from  Mackinder’s  theories  argued 
that the “Rimland,” or the Eurasian territory that surrounds  the  Heartland is more  
crucial  territory . Who controls the Rimland rules Eurasia; who rules Eurasia controls 
the destinies of the world. Due to the fact that the most  of the world's oil and natural 
gas reserves are located in the sub-regions of the Eurasia, Sarah O’Hara (2004)even 
revised Mackinder's famous dictum as “who controls the export routes, controls the oil 
and gas [and] who controls the oil and gas, controls the Heartland”in light of the 
changing Eurasian energy geopolitics of the 21st century. We present the relation 
between country risk and geopolicy.   
 
 
Keywords: geopolicy; country risk; Eurasia; political risk; geoeconomics; geostrategy. 
 
JEL classification: A14. 
 
 
1. Geopolitics in literature 
 “Geopolitical issues are becoming more important, because how can you understand 
[the] economy if you don’t understand geopolitics?” Nouriel Roubini (2019) .Little 
research is devoted to quantify the macroeconomic and financial impact of geopolitical 
risks. Geopolitics was firstly explained by the swedish geographer Rudolf Kyellen in 
1899 (Fettweis, 2015)   describing state as living organism and geopolitics as 
“physical structure” (Mackubin 2015).  The first description of the term was made by 
Friedrich Ratzel (Ratzel 1897) using metaphors from the biology. The power and the 
adaptability to the Lebensraum of the state as an organism was an constant struggle 
for survival and adapting to the envinronmental conditions. (Fettweis, 2015), (Owens 
2015). 
For Alfred Thayer Mahan, a geostrategist, the sea power was the key to world power. 
Mackinder believed that changes in technology, especially the revolution in land 
transportation associated with the railroad, put to an end the Columbian age of 
dominant sea power and had modified  the balance of power between sea power and 
land power. The center of emerging land power was the Eurasia Mackinder first called 
the “geographical pivot of history” and later the Heartland. For Mackinder, Eastern 
Europe was the gateway to the Heartland. (Owens 2015)  
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British geographer Halford J. Mackinder  presented the concept of Eurasia through his 
theory of the“Heartland”–the northern-central part of Eurasia “geo-graphical pivot of 
history”(Mackinder, 1904) "Who rules East Europe commands the Heartland; who 
rules the Heartland commands the World-Island; who rules the World-Island 
commands the world." (Mackinder, 1919, Democratic Ideals and Reality, p. 150) 
Yale’s  Nicholas  Spykman  starting from  Mackinder’s  theories  argued that the 
“Rimland,” or the Eurasian territory that surrounds  the  heartland is more  crucial  
territory. ( Spykman  1944) Who controls the Rimland rules Eurasia; who rules Eurasia 
controls the destinies of the world.”’ 
 
 
2. Geopolitics and the country risk 
 “Country risk can be broadly defined as the probability of particular future events 
within a state that could have an adverse effect on the functioning of a given 
organization” (Brown, Cavusgil  and, Lord 2015) There are well known institutions that 
provide country risk analysis: Economist Intelligence Unit (EIU), Maplecroft, Political 
Risk Services (PRS) Group, Roubini Global Economics, Legatum Institute „Romania is 
ranked 130th globally on transparency of government policy” (Legatum Institute 2019) 
 (Damodaran  2017) identifies the sources of country risk  
1) Life cycle, younger companies are much riskier than mature companies  
In the literature, is presented a stable long term relationship between country risk and 
the financial markets. Risk rating agencies like Standard and Poor’s, Moody’s, 
Euromoney, Institutional Investor, Economist Intelligence Unit, and the ICRG analyse 
the country ratings starting from economical, financial, political relevant composite 
indicators. (Suleman, Gupta and Balcilar 2017). 
2) In the figure below we present political  risk and corruption risk  
 
 
 

 
Figure 1 Corruption risk 
Source own prepared by the author, created in STATA using statistical data from 
Transparency International 2019 
 
Romania Score 47/100, Rank 61/180, Switzerland Score 85 Rank 3/180 Germany 
Score 80/100 Rank 11/180, Venezuela Score 18 Rank 168, Lybia score 17, Rank  
In the figure below physical violence is measured within global peace index 
 

[10,28]
(28,37]
(37,58]
(58,88]
No data
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Figure 2 Global peace index 
Source own prepared by the author, created in STATA using statistical data from The 
Institute for Economics and Peace, Global Peace Index 2019. 
  
The global peace index shows that the most peaceful countries, ranked first and 
second are Iceland and New Zeeland. Romania is ranked on the 25 place We add 
Geopolitical risk and its impact on the corporate governance of the organisation. Little 
research is devoted to quantify the macroeconomic and financial impact of geopolitical 
risks.   
Dario Caldara Matteo Iacoviello Federal Reserve Board, North Carolina State 
University, (Caldara and Iacoviello 2018), created an geopolitical risk index. Caldera 
and Iacoviello constructed an indicator of geopolitical risk—GPR Index—measuring 
frequency of articles in leading newspapers discussing rising geopolitical tensions. 
The focus on risks is associated with wars, terrorism, tensions between states 
(Caldara, Iacoviello 2018) Geopolitical risks are often considered as precursors to 
changes in business cycles. Emerging economies are vulnerable to changes in trade 
and capital flows, which are perceived as geopolitical risks.( Cheng and Chiu 2018)To 
measure geopolitical risks, Chak Hung Jack Cheng, Ching Wai Chiu  (2018) use the 
Dario Caldara Matteo Iacoviello indicator of geopolitical risk-GPR Index. Their results 
show that  rising global geopolitical risks are linked with important economic 
contractions in the analysed  countries. The Caldara Iacoviello indicator of geopolitical 
risk is used also by Tiwari Aviral Kumar  et all ( Tiwari, Das and Dutta 2019)   
In the figure we present the degree of dependence upon commodities UNCTAD. 
 

 
Figure 3 Degree of commodity export dependence of all countries in the world 2013-
2017  (UNCTAD 2019) 
Source own, prepared by the author, created in STATA using UNCTAD statistics 
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A country is commodity-dependent if commodities are more than 60%of its exports  
 
 
3. Conclusions  
Due to the fact that the most  of the world's oil and natural gas reserves are located in 
the sub-regions of the Eurasia, Sarah O’Hara (2004,148)even revised Mackinder's 
famous dictum as: “who controls the export routes, controls the oil and gas [and] who 
controls the oil and gas, controls the Heartland”in light of the changing Eurasian 
energy geopolitics of the 21st century. (Ersen and Celikkpala, 2019) Turkey's strategic  
geographical location is used as major argument for economic feasible pipeline 
projects oi land gas, by turkish diplomacy. Turkey must find an  equilibrium in the 
relations  between EU and Russia to fulfill  its investment projects in energy pipelines.( 
Ersen and Celikkpala  2019). Russian gas ca use north Turkey to  supply EU markets 
and central Asian and Middle East gas, need the entire Turkey as transit 
country.(Austvik and Rzayeva, (2017)  
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Abstract: Local development is a long-term process provided by the municipality and 
should be of interest to its elected authorities. The elected representatives have in 
their hands unique public policy instruments - election programs and strategic 
documents, which can significantly influence development. The article focuses on 
evaluation of activity of local self-government bodies by implementation of their 
election programmes after entering to function during the election term 2014 – 2018 
through the tools of public policy. It points out to the necessity of strategic planning 
and management of development at the level of local self-government that is closely 
interconnected with the creation of strategic documents and fulfilment of election goals 
of the elected municipal representatives. 
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1. Introduction 
The issue of the implementation of the election goals of city councilors and mayors in 
practice is currently a relatively discussed topic. Through elections to municipal 
authorities, citizens transfer part of their sovereignty and powers to elected 
representatives of city authorities (Potuček and Rudolfová, 2016). Elected 
representatives of the municipality by their election, also, acquire not only the rights, 
but also the obligation to ensure the universal development of the territory in relation 
to their election programs and valid strategic documents. The problem often arises 
right after the elections, especially with a large number of political actors, when 
individual elected representatives are unable to find the penetration of their electoral 
goals and translate them into one common binding program which they will follow 
during the election period. Decisions of the municipal authorities should be directed to 
the coordinated development of the municipality using public policy instruments 
(Vitališová et al., 2017). 
It is necessary to realize that the development of the municipality is a process longer 
than one election period. Ensuring continuous development of the municipality is thus 
closely related to strategic planning and management, which should become a 
common part of the performance of the municipality's self-government and a key 
prerequisite for its long-term prosperity. However, at the level of local governments of 
the Slovak Republic, there are no suitable conditions for its application. There is no 
uniform methodology and framework for the creation of strategic documents. 
Processes related to the realization of election goals and the creation of strategic 
documents are very closely interconnected, not only at the local level. It is therefore 



262 

 

very important that the state and its representatives at all levels of public administration 
of the Slovak Republic pay due attention to this issue (Hlaváčová, 2018). 

 

2. Materials and Methods 
In order to analyze the fulfillment of the election goals during the 2014-2018 election 
period, we approached deputies of the city council and the mayor of Zvolen with a 
request to send the election goals they had set before the elections to the municipal 
self-government bodies in 2014. 15 (60%) of the 25 MPs deputies and the mayor of 
Zvolen provided their election programs. We evaluated the fulfillment of election goals 
by deducting Programme of Municipality Development (PMD) indicators and program 
budget (PB) indicators, therefore we assigned measurable indicators from PMD and 
PB to individual election goals. We set the level of fulfillment of election goals by the 
scale - fulfilled, partially fulfilled and not fulfilled.  
Furthermore, we have examined through financial capacity indicators whether and to 
what extent the budget of Zvolen provides opportunities for further development. For 
financial analysis we have chosen indicators - the rate of self-financing of the 
municipality and the rate of self-sufficiency of the municipality in the generation of 
income. The indicator of self-financing rate of the municipality expresses the ability of 
the municipality to cover current expenses from its own income. It is expressed by the 
ratio of own incomes of the municipal budget to current expenditures of the municipal 
budget. If the value of this indicator is higher than 1, the municipality may use the funds 
for development activities and projects. If the value of this indicator is lower than 1, the 
municipality needs additional resources to cover current expenses. The self-sufficiency 
indicator reflects the degree of stability of the economy and the autonomy of the 
municipality. It expresses the ratio of own incomes of the municipal budget to the total 
incomes of the municipal budget. The greater the share of the municipality's own 
income in the total revenue of the municipality, the more financially autonomous the 
municipality is, and vice versa (Kolektív, 2017). The sources of data were election 
programs of deputies of town council and mayor of Zvolen, Program of Municipality 
Development and other strategic documents, program budgets and closing accounts, 
general binding regulations, resolutions and minutes of meetings of town council, 
database of statistical office of SR and valid laws of SR. 
 
 
3. Research Results 
The Mayor of Zvolen and the MPs did not define the priority goals that they want to 
address in the 2014-2018 election period in „Programme Declaration of Municipal 
Authority“. The elected representatives of Zvolen did not show any effort and interest to 
negotiate common goals for the election period. They did not do so, despite the 
assumption that significant political fragmentation among the municipal councils is 
likely to "stand in the way" of making important decisions related to the development of 
the city. This assumption was fulfilled during the election term. Internal political 
contradictions have suspended several important decisions. The situation is 
aggravated by the fact that at the beginning of the new election period none of the 
election targets was implemented in the city's strategic documents. Therefore, there 
was no synergy effect between the authorities of the town of Zvolen, which was 
reflected in every single meeting. We have decided to verify this assumption by 
analyzing the fulfillment of election targets by deducting PMD and PB indicators. Of the 
35 election goals, 9 (26%) were fulfilled, 6 (17%) were partially fulfilled and 20 (57%) 
were not fulfilled. 
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Chart 1: Implementation of election goals by means of program budget indicators and 
Programme of Municipality Development indicators 
Source: Own processing  
 

The town of Zvolen is one of the towns with good management, as it has reached a 
budget surplus in the long term. However, this does not guarantee that the municipality 
of Zvolen is able to finance, in addition to the obligatory expenditures that provide 
public services, the financing of development activities. It is therefore very important 
that the representatives of Zvolen, in particular, know what options the municipality of 
Zvolen has to finance development plans, which are often part of their election 
programs. 
 

 
Chart 2:  Development of selected financial indicators of Zvolen in 2013 – 2018 
Source: Own processing 
 

Chart 2 shows that the self-financing rate of Zvolen for 2013-2018 ranged from 1.02 in 
2013 to 1.14 in 2016. Since the self-financing rate was higher than 1 in the years 2013-
2017, the city of Zvolen it was able to cover current expenses from its own income and 
at the same time had its own financial resources, which it could use to carry out 
development activities and projects. The rate of financial self-sufficiency tended to 
decrease in the period under review. In 2013 it was 0.97, in 2017 and 2018 only 0.86. 
The decreasing tendency of this indicator was caused by a more significant increase in 
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the volume of subsidies and share taxes flowing into the city budget compared to the 
increase in the volume of own incomes of Zvolen. 

 
4. Conclusion 
Zvolen citizens authorized elected bodies to execution of public matters in the 
municipal self-government elections in 2014. Via administering oath they committed to 
fulfil their election goals and provide the development of municipality.   Municipality 
representatives have public policy tools in their hands that should not only be the tools 
for individual or collective goal of positive ranking in political ladder.  Analysis results 
show that not even the half of the election goals determined by the mayor and MPs of 
Zvolen were fulfilled during the election term of 2014 – 2018 despite the fact that the 
financial situation in municipaly enabled it. The main problem that we perceive is the 
fact that elected representatives of municipaly failed to define common priority goals in 
joint „Programme Declaration of Municipal Authority“ by entering into office. Moreover, 
elected representatives of Zvolen failed to implement their election goals to the 
Programme of Municipality Development during the election term. The basic problem is 
in the fact that the self-governments do not know the meaning and reason of applying 
election programs and strategic documents by municipality development as public 
policy tools. With respect to the above stated facts we come to a conclusion that the 
election programme is the benefit for the municipality development however basic 
prerequisites need to be met. The state should become coordinator of long-term 
continuous development at all the public administration levels. Unified methodology 
and framework for creation and implementation of strategic documents should be 
created. 
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Abstract: Cartels represent illegal agreements between undertakings and are one of 
the most pernicious anti-competitive practices, being targeted by competition 
authorities around the world. They create allocation inefficiency and reduce companies’ 
incentives to provide new or better products and services at competitive prices. The 
rise of the leniency programmes in 1978 in the US and in 1996 at the EU level 
strengthened the ability of the law enforcers to identify and put an end to such 
practices. Leniency programmes are a modern tool in cartel detection. The increased 
importance of these programmes is demonstrated by the fact that 80% of the 
European Commission’s cartel cases are detected through leniency applications. It is 
expected that the relevance of the leniency programmes will increase significantly 
among the tools used to carry out the competition policy in various jurisdictions. 
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1. Short introduction to the competition policy  
Competition policy is one of the first common policies adopted at European Union (EU) 
level, having a fundamental role in creating and strengthening the common market 
(Prisecaru, 2004). The objective of the common competition policy is to stimulate 
competitive markets to ensure the optimal functioning of the common market, an 
intrinsic condition for the competitiveness of the European economy. 
At community and national level, certain types of agreements between competing 
companies on the market are forbidden. These illegal practices restrict, impede or 
distort the competition.  
The competition rules laid down in the Treaty on the Functioning of the European 
Union are enforced by the European Commission and, at the level of each EU Member 
State, the competition authorities apply the national competition rules. Competition 
rules at the national level are congruent with those at community level. 
The need to discourage serious anti-competitive practices has led to the emergence of 
leniency programs, applied by the European competition authorities, as bodies 
empowered to protect and stimulate competition in the markets. 

 

2. Cartels and leniency programmes 

2.1. Cartels 
Defined as an agreement whereby a group of producers or distributors of the same 
product set the prices or share the market, the cartel is considered to be synonymous 
to an explicit form of secret agreement, the analysis of the economic effects of cartels 
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being based on the theory of cooperative oligopoly (Berinde, 2008). Also, cartels can 
consist in practices limiting production or sales, as well as allocating customers. 
In essence, even if the undertakings should compete on the market, “cartel members 
rely on each others' agreed course of action, which reduces their incentives to provide 
new or better products and services at competitive prices. As a consequence, their 
clients -consumers or other businesses- end up paying more for less quality” 
(European Commission, 2019). 
Cartels, as horizontal agreements, are considered to be the most harmful types of anti-
competitive practices, due to the major impact they have on the welfare of consumers 
and the economic environment. They create allocation inefficiency, for example by 
reducing production in order to increase prices, and encourage productive inefficiency 
by protecting inefficient producers, which can increase average production costs in a 
given industry (Leslie, 2006).   
Because of such negative effects, cartels are illegal under EU and national competition 
laws and this is why the companies involved in a cartel are drastically sanctioned with 
fines up to 10% of their turnovers. 
 
2.2. Factors that facilitate cartels 
Cartels tend to occur with predilection in oligopoly markets, due to the small number of 
companies, which can facilitate cooperation and can facilitate the implementation of 
secret agreements. In an oligopoly market, there can be strong interdependencies 
between the actions of the companies, thus being easier to observe if the members of 
the cartel respect the terms of the secret agreement. 
There are two types of factors that facilitate cartels: supply and demand factors and 
behavioral factors.  
Factors related to the demand and supply that facilitate the emergence of such 
agreements can consist in: the existence of a homogeneous product, the existence of 
mature or very young markets, the existence of markets characterized by a low degree 
of technical advance, demand that is stagnant or declining, inelastic demand. 
Behavioral factors that facilitate the appearance of cartels can consist in: the existence 
of trade associations on the market, of organizations and unions, exchanges of 
information, publication of list prices, pre-notification of price changes or various 
contacts. 
   
2.3. Case example regarding cartel sanction and the use of leniency programme 
Although cartels are generally considered inherently unstable, due to the tendency of 
some members to sidestep the agreement and obtain additional profits or due to some 
changes in market conditions / factors, law enforcement experience has shown that 
some cartels have an extremely long lifetime.  
For example, European Commission sanctioned in September 2019 the undertakings 
Coroos and Groupe CECAB with a total of € 31.647.000 for breaching EU antitrust 
rules on the market of canned vegetables. The infringement lasted for 13 years, from 
January 2000 to October 2013. According to European Commission offcials, European 
consumers should have had access to food at affordable prices, “but instead of 
competing with each other, Coroos and Groupe CECAB agreed to divide the market 
among themselves and to fix prices for canned vegetables across Europe. They did so 
for over a decade. These cartels ultimately hurt European consumers and with today's 
decision we send a clear message to companies that cartels are not accepted" 
(European Commission; Vestager, 2019).      
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Another involved party in this cartel was the undertaking Bonduelle. It was not fined as 
it revealed the existence of the cartel to the Commission. This was possible under the 
Leniency programme of the European Commission. 
 
 

2.4. Leniency programmes 
The leniency programmes stimulate the members of a cartel to reveal the existence of 
the respective illegal agreement, by protecting the respective company against the 
sanctioning regime. Basically, the company that first denounces participation in a cartel 
obtains immunity from fine. 
The United States are pioneers in this area, by promoting a leniency program called 
Corporate Immunity Program or Amnesty Program in 1978, program which has been 
revised in 1993. The approach used by antitrust authorities in the United States 
represents a transposition into practice of the Chicago School economic thinking, being 
one of the successful applications of practical implementation of game theory (Kovacic; 
Saphiro, 2000). 
The European Union introduced its own leniency programme in 1996, and revised it in 
2002 and 2006. Triggered by the successes of the United States and the EU, leniency 
has become a standard feature of cartel enforcement regimes throughout the world. 
Starting with the British and German competition authorities in the year 2000, all OECD 
member countries have adopted leniency programmes - as well as all EU Member 
States with the exception of Malta (OECD, 2018). In Romania, the Leniency 
Programme is in force beginning with 2004. 
 
 
3. The impact of Leniency programmes on anti-cartel efforts 
According to OECD (OECD, 2018), a majority of respondents to a 2017 Survey replied 
that the leniency programme is the most effective tool for detecting cartels. Thus, “the 
percentage of cartel cases detected through leniency applications is reported in the 
survey to range between 45-55% for countries like Canada, Chile, Germany, Korea 
and New Zealand and up to 80% for the EU” (OECD, 2017). “In the United States 
(US), over 90% of penalties imposed by the US Department of Justice were linked to 
investigations assisted by leniency applicants” (Guttuso, 2015). 
In the case presented at the sub-section 2.3, Bonduelle received full immunity for 
revealing the existence of the cartel, thereby avoiding a fine of ca. € 250 million. 
This kind of example offers an explanation on why the leniency programmes are so 
successful. The undertakings involved in a cartel may obtain immunity from significant 
fines and the objective of the competition authorities is also accomplished – the 
restoration of a normal competitive environment.  
At the European Commission level, the number of cartels discovered by using the 
leniency programme tool substantially increased in the last 20 years (Table 1): 
 
Table 1: European Commission cartel decisions with fines 
Period The number of 

European Commission 
cartel decisions with 
fines 

Number of decisions in 
which immunity was 
granted under the 
Eurpean Commission’s 
leniency programme 

1986 - 1990 9  
1991 - 1995 8  
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1996 - 2000 10 1 
2001 - 2005 33 20 
Period The number of 

European Commission 
cartel decisions with 
fines 

Number of decisions in 
which immunity was 
granted under the 
Eurpean Commission’s 
leniency programme 

2006 - 2010 31 25 
2011 - 2015 23 21 

Source: Wouter P.J. Wils (2016) The Use of Leniency in EU Cartel Enforcement 
https://www.valuewalk.com/2016/06/eu-cartel-enforcement/ 

 

4. Conclusion 
Leniency programmes are a modern tool in cartel detection. The data shows that, in 
certain jurisdictions, such a programme contributes in a substantial manner to 
increasing the number of prohibited agreements detected. 
As long as anti-cartel enforcement will remain the no. 1 priority of the competition 
authorities, it is expected that the importance of the leniency programmes will increase 
significantly among the tools used to carry out the competition policy. 
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Abstract: The burnout syndrome is a state of extreme exhaustion, performance 
decrease and various psychosomatic diseases. It is still an actual problem of 
organizational management, as it entails increased costs for each organization whose 
members it affects. It is much more economical to discover this problem in its 
beginnings and to invest in burnout syndrome prevention rather than to overcome the 
negative consequences of burnout syndrome at its later stages. The research paper 
monitors the dependence between the burnout syndrome of nurses and their personal 
and working parameters. To analyze the dependence between nominal data, the non-
parametric Chi Square Test of Independence was used and Cramer's V and Phi was 
used to determine the strength of association between the variables. The results 
indicate that the positive perception of workplace relationships affects positively the 
level of emotional burnout.  
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1. Introduction  
The burnout syndrome is associated with emotional exhaustion, depersonalization and 
low personal satisfaction. It is the result of long-lasting stress. Particularly, professions 
understood rather than a mission or even a public service are in risky. People who 
associate their profession with their life mission often get their work done at the 
expense of family, private life, or rest, and thus become an easy victim of a burnout 
syndrome. That is exactly the profession of nurse. Evidence is provided by several 
studies investigating the incidence of burnout syndrome in nurses that proved that 
more than 55% of nurses have a strong tendency to develop this syndrome (Ribeiro et 
al., 2014). Aiken et al. (2002) confirmed that burnout has affected almost 50% of 
nurses under the age of 30 and 40 % of the category over 30. Negative impact of 
burnout syndrome is obvious. Burnout influences the job performance of the 
professionals who works with other people. Bakker et al. (2005) confirmed that burn 
out syndrome of nurses can directly affect the direct care of patients. Symptoms from 
burnout syndrome have possibly caused negative effects on patient care, working 
environment and staffing shortages. (Jennings, 2008). Patient safety outcomes are 
related to the quality of nursing practice work environment and nursing leadership’s 
role in changing the work environment to decrease nurse burnout. (Laschinger and 
Leiter, 2006) Based on Poghosyan et al. (2010) reducing nurse burnout could be a 
highly effective strategy for improving nurse-rated quality of care particularly in the 
contexts of a deepening nurse shortage and increasing pressure to address problems 
with safety and consistency of care in health systems around the world. There is a lack 
of researches in the area of working parameters such as quality of working 
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relationships at the workplace, the range of recognition from colleagues and superiors 
as well as a sense of fair employee performance appraisal. These parameters are 
lacking in previous research, so we decided to direct our research to them. Several 
studies are aimed on prevention of burnout syndrome. Ren et al. (2018) studied the 
resilience and its influencing factors - self-efficacy, choosing active coping, decreasing 
job stress, and enhancing educational training can effectively improve resilience of 
nurses. Based on Martinez-Zaragoza (2018) individual-directed and organisation-
directed interventions can be combined to cope with this problem. 

 

2. Aim and research methods 
The aim of our work was to identify levels of burnout syndrome among healthcare 
professionals in three areas - emotional exhaustion, depersonalization and personal 
satisfaction. And the identification of dependencies in the key working parameters such 
as the quality of working relationships at the workplace, the extent of recognition from 
colleagues and superiors, and a sense of fair work performance assessment. The 
statistical sample (N = 80 respondents) is comprised of nurses working in Slovak 
hospitals. These three areas measure burnout syndrome and are the core of the 
Maslach Burnout Inventory test tool. Two-dimensional inductive statistics methods 
were used to test the dependence of the nominal variables by a non-parametric test - 
The Chi-Square Test of Independence, and the coefficients for determining the 
dependence of the individual variables for the nominal data were Cramer’s V and the 
Phi coefficient (Hanák, 2016). The Cohen scale was used to interpret the value of 
coefficient, while maintaining the primary rule of the Chi-Square Test of Independece, 
where the theoretical frequencies did not fall below a value of 5 in 80%, and for other 
values X > 1 applied. Null and alternative hypotheses were tested, which we present in 
individual results.  
 
 
3. Findings on Burnout syndrome 
80 Slovak nurses participated in the research study. For nurse age, the lowest 
emotional exhaustion occurs in nurses aged 30-40 (55.56% of the age group). The 
moderate level of exhaustion is 50 years old (40%) and a high degree of emotional 
exhaustion affects nurses aged 40-50. Table 1 shows the exact distribution of the level 
of emotional exhaustion by the age of the nurse. 
 
Table 1: Emotional exhaustion level by age 
Age Moderate level Low level High level Grand Total 

up to 30 28,85% 53,85% 17,31% 100,00% 

from 30 to 40 33,33% 55,56% 11,11% 100,00% 

from 40 to 50 30,77% 38,46% 30,77% 100,00% 

from 50 to 60 40,00% 40,00% 20,00% 100,00% 

Grand Total 30,00% 50,00% 20,00% 100,00% 

Source: own processing 

The distribution of the results in the individual components of the burnout syndrome 
was also evaluated on the basis of the length of practice. In the following table we 
present the results of emotional exhaustion according to the length of practice. 
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Table 2: Emotional exhaustion level by the length of practice 
Lenght of practice Moderate level Low level High level Grand Total 

up to 5 years 29,17% 56,25% 14,58% 100,00% 

from 10 to 20 years 33,33% 50,00% 16,67% 100,00% 

from 5 to 10 years 28,57% 42,86% 28,57% 100,00% 

more than 20 years 31,58% 36,84% 31,58% 100,00% 

Grand Total 30,00% 50,00% 20,00% 100,00% 

Source: own processing 

3.1. Dependency of burnout syndrome factors and working parameters 
The analysis of the burnout syndrome factors has shown the actual state of strain of 
nursing staff in the health service. Alarming results point to the critical level of burnout 
in depersonalization and personal accomplishment. But how do the parameters 
(personal development, private/state hospital, department, inpatient/outpatient 
deparment) and personnel (education, recognition from colleagues and superiors, fair 
evaluation) affect the level of the individual components of the burnout? 
We tested the following hypotheses: 
H1: The part of Burnout syndrome (emotional exhaustion, depersonalization, personal 
accomplishment) depends directly on the personal and working parameters. 
H0: There is no significant dependence between parts of Burnout syndrome and the 
personal and working parameters.  
We reject the alternative hypothesis H1 at the significance level of p <.05 and accept 
null hypothesis H0. There is neither statistically significant dependence between 
depersonalization and personal/professional factors, nor professional factors and 
personal accomplishment.  
 
3.2. Emotional exhaustion and relationship in the workplace 
Workplace relationships are the tipping point upon which many matters important to 
managers and human resource personnel balance.Several studies showed that 
relationships with coworkers were identified as the top driver of employee 
engagement.We tested the following hypotheses: 
H1: High quality of professional relationship positively influence the level of emotional 
exhaustion (low, moderate, high) of nurses. 
H0: High quality of professional relationship does not positively influence the level of 
emotional exhaustion (low, moderate, high) of nurses. 
 
Table 3: Strength of Association for Emotional exhaustion and Relationships in the 
workplace 

Category Statistic Valu
e 

Asymp. Std. 
Error 

Approx. T Approx. Sig. 

Nominal by 
Nominal 

Phi .60    

 Cramer's V .42    
N of Valid Cases  80    

Source: own processing with PSPP 
 

The H0 hypothesis is rejected at a significance level of p ≤ .05, and an alternative 
hypothesis H1 is accepted, because there is a strong evidence of association between 
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emotional exhaustion and relationship in the workplaces (p-value = .000). High quality 
of professional relationship in the workplace positively influence the level of emotional 
exhaustion (low, moderate, high) of nurses. The dependence was confirmed by 
moderate strength V = .42.  

 

4. Conclusion 
The profession of nurse fulfills in many ways the prerequisites for burnout syndrome - it 
is a helping profession, built on contact with other people. Many people understand it 
as a mission or service rather than job. The problem of this profession is mainly in the 
extremely low wage rate. Most of the respondents consider their salaries to be 
demotivating and frustrating. The burnout syndrome has three components: emotional 
exhaustion, depersonalization, and personal accomplishment. Emotional exhaustion 
affected the most the staff aged from 40 to 50. The level of emotional exhaustion in the 
sample was at all levels - low, moderate and high exhaustion. Alarming results have 
been shown in the depersonalization and personal accomplishment. Similar results, 
such as emotional exhaustion, are also shown in depersonalization; there is no nurse 
in a low level of burnout; up to 95% of respondents are hit by a high level of 
depersonalization. The greatest risk of burnout syndrome in emotional exhaustion area 
in the group of nurses with more than 20 years of experience. The level of burnout 
syndrome in both categories - depersonalization and personal accomplishment is on 
high level exactly as part of the distribution of the level of burnout according to the age 
of nurses. For this reason, we determined the dependence between work factors 
(personal development, private/state hospital, department, inpatient/outpatient 
department) and personnel factors (education, recognition from colleagues and 
superiors, perception of fairness in evaluation) parameters affecting the level of 
individual components of burnout. Moderate dependence was proved between 
emotional exhaustion and relationship in the workplace, personal development, 
recognition from colleagues and superiors, and perception of fairness in evaluation 
process. 
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Abstract: The objectives of this article are represented by the identification of new 
economic-social relations as well as of the corresponding legal and normative 
framework and of the forms of circumvention of the resulting taxation principles, both 
in correlation with the new means of virtual currencies. The results of the article aimed 
to identify new modern and self-contained methods of combating international tax 
evasion, respectively the exchange of information and the adequacy of the legal 
normative framework to the new economic realities. The implications are complex and 
represent the identification of some methods of preventing unfair competition. 
 
Keywords: international tax evasion, tax avoidance methods, money laundering, 
offshore jurisdictions, cryptocurrencies, 
 
JEL classification: H20; H26; H87 
 
1. Introduction 
In the last period and here we are talking about the post-crisis period of 2008, it was 
accredited the idea that international economic interdependence led to the 
development and propagation of some mechanisms of transmission of the feedback of 
the economic-financial flows in the national systems and that the mechanisms of self-
regulation nationals cannot cope with the resulting new dimensions. As a result of the 
crisis, there have been several situations in which commercial economic entities have 
tried to hide the taxable sources of economic activity within offshore jurisdictions. 
Hiding the real beneficiary of the profits for various reasons are: the real beneficiary 
cannot have the legal status of associate and administrator in an economic entity or 
there are prohibitions regarding the assets he can own (measures for the confiscation 
of wealth, member of an organization criminal etc) 
The profits obtained in another jurisdiction, the beneficiary does not want to tax them in 
the national jurisdiction in order to circumvent the higher taxes and to protect their own 
interests and accumulated assets. The society for the last three decades has been 
characterized by a major deficiency in the application of the rules of a coherent 
economy, but also in a reversal of the value system, by which rudimentary capitalism 
has determined the polarization of wealth. All these aspects have led to an escalation 
of deviant behaviour, as a "normal" phenomenon of adaptation to the state of anomaly, 
within the meaning of the concept promoted by Durkheim or as an innovative 
behaviour. 
 
2. Cryptocurrencies, the new tax heavens 
Cryptocurrency is a virtual digital currency, which can be used as a means of payment. 
The use of the prefix "crypto" demonstrates that this means of payment uses 
cryptography, which makes its falsification techniques almost impossible. 
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With the support of decentralized technologies, users can make secure payments and, 
especially, anonymised, because there is no longer the obligation to personally 
identify, at the counter (virtual or real) as in the case of using traditional banking 
services. Each virtual currency runs on a public register called "blockchain". 
The cryptocurrencies were designed to be created by a process called mining, which 
involves using the processor from a device to solve complicated statistical and 
mathematical problems, resulting in virtual coins. 
They use protocols, proof-of-work "based on hashing algorithms (SHA-256, invented 
by Bitcoin, and script, the most used). Users can buy coins from various brokers, after 
which they can store them in cold or hot wallets. The most widely used 
cryptocurrencies are: Bitcoin, Ethereum, Stellar Lumens, Eos, Litecoin or Ripple. 
Virtual currency (cryptocurrency), according to the law, is not an electronic currency. 
Thus, in Romania, Article 4 (f) of Law 127/2011 on the activity of issuing electronic 
money, defines electronic currency as "an electronically stored monetary value, 
including magnetically, representing a claim on the issuer, issued upon receipt of funds 
for the purpose performing payment transactions and which is accepted by a person 
other than the electronic money issuer ”. 
Authorities around the world fear that virtual currencies could become the new tax 
havens. It's just that this is already happening. British Prime Minister Theresa May and 
Indian Prime Minister Narendra Modi are among the world leaders who have 
expressed concerns about the rise of virtual cash moving into offshore structures. 

 
Figure 1: Bitcoin price and capitalisation  
Source: www.coinmarketcap.com 
 
The US Congress even held hearings in March 2018, and Treasury Secretary Steven 
Mnuchin urged the world's 20 largest economies to work together to ensure that virtual 
currencies do not become "the next Swiss bank account." The concern comes after a 
series of measures of international repression against tax havens and the opaque 
banking sector. 
The offenders were the first to feel the potential of virtual currencies, and their 
involvement has grown steadily, according to a three-year study by the Foundation for 
the Defence of Democracies, an American think tank. Therefore, better oversight of 
trading platforms would help to legitimize the industry. 
On the other hand, the technology behind cryptocurrencies, including the "blockchain", 
offers significant improvements that could help millions of developing countries without 
bank accounts, and regulators can use cryptography and artificial intelligence to 
improve digital security and identify transactions with dirty money extremely quickly. 
Before reaching there, however, the phenomenon must be analysed in its entirety. 
These digital offers are typically designed in a decentralized manner and are therefore 
not supervised by any central bank. Like cash transactions, cryptocurrency 
transactions are anonymous, which could result in a new money laundering vehicle. 
In today's world, there is a demand for new ways of hiding assets, after the US and 
European authorities are constantly struggling with tax havens and non-transparent 
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banks. The implementation of the "know the client" and anti-money laundering rules 
forced offshore financial institutions to disclose customer information. The campaign 
prompted many large financial companies to limit customers' access to Switzerland's 
secret banking system, which made it more difficult to hide funds from the eyes of 
authorities, courts or life partners. 
Virtual currency exchanges are regulated by fairly lax rules, but their application has 
not been consistent, especially outside the U.S. The use of virtual money to store 
offshore assets is evolving rapidly, by introducing so-called privacy coins, such as 
ZCash and Monero, which use methods such as encryption to make them impossible 
to identify. 
For the first time in history, it is possible for anyone to be able to store their money 
privately, as if they had their own bank, because people are willing to pay for the 
confidentiality of capital investments. Even if ZCash hinders the impenetrability of its 
encryption technology, governmental oversight is still needed. 
Bitcoin, the most popular virtual currency, is anonymous, though it can be tracked, 
using the electronic public blockchain registry, which tracks each transaction. Even 
though everything revealed by buyers and sellers are letters and numbers, law 
enforcement agencies have developed a technology for tracking and confiscating illicit 
Bitcoins. 
Existing laws require banks to report suspicious activity, including withdrawals of over 
$ 10,000, while digital currency exchanges are required to keep customer records and 
take similar measures. Once a Bitcoin currency is purchased, there is software that 
can detect and track the owner. The study of the Foundation for the Defence of 
Democracies on money laundering recommends to the authorities to monitor the 
criminal uses of virtual currencies, but to respect, at the same time, financial 
innovation. 
When credit cards appeared, there were abuses or scams, they still exist today, but 
authorities around the world have developed and implemented methods and means to 
deal with them. 
The study looked at money laundering through Bitcoin ATMs, exchanges, gambling 
sites and mixers - services that convert digital currency to another - and found that illicit 
use increased steadily between 2013 and 2016. 
It was also concluded that the conversion services in Europe had the highest share of 
illicit Bitcoin, more than five times more than the North American services. Asia had a 
very small share in money laundering, even though the services in this region had the 
most transactions. 

 
Figure 2: Percentage of total market capitalization as dominance 
Source: www.coinmarketcap.com 

 
The huge gains made by cryptocurrencies in 2017 captured the interest of regular 
investors, but enthusiasm was dampened by volatility and concerns about its 
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usefulness as a currency. The regulatory authorities have carefully followed the 
development of these currencies and have not yet elaborated a definition. 
 
3. Conclusions 
The mechanisms of international tax evasion identified in this article highlight the use 
of legal vehicles registered in offshore constituencies as well as the use of alternative 
methods of transferring funds and virtual currencies. 
Bitcoin and cryptocurrencies are increasingly used in international tax evasion as well 
as in the transfer of funds because, unlike traditional forms of cross-border transfer, 
they do not have the purpose of regulating through KYC or reporting financial-fiscal 
data in both jurisdictions, respectively the original jurisdiction and the jurisdiction of 
destination. 
Another form of tax evasion at international level is the erosion of the tax base through 
portrayals of transfer prices, based on cryptocurrencies 
Regarding the use of the term tax evasion in the context of this material we mention as 
being used both in the acceptance of legal tax evasion and as fraudulent tax evasion. 
Regarding the activity described and identified above, we mention that it can be from 
both instances and that the distinction is given by the source and the purpose pursued 
by the initiator. The border between the two is also interpretable. 
 As modern methods of combating the phenomenon described above, we conclude 
that in our opinion the most effective are the exchange of information and international 
regulation both within international bodies and as a form of regional cooperation, in 
response to economic realities, but without stifling innovation: technological and 
financial. 
The exchange of information consists in creating databases accessible by the 
members of the association as well as by identifying each tax subject at international 
level through a unique number, the so-called TIN (tax identification number). 
The international legal regulations must follow the FATCA (Foreign Account Tax 
Compliance Act) type legislation regarding the mechanism for combating and 
disseminating subjects as well as much stricter regulations based on international 
agreements regarding B.E.P.S. The central point of these regulations is the 
agreement, so that each subject of the agreement does not undermine the set of 
objectives pursued. 
The application of new technologies at the state institutional level will undoubtedly lead 
to financial-fiscal transparency as well as to a form of self-regulation of competition on 
the free market: in this sense the new technologies allow total transparency 
(blockchain) and the irreversibility of transactions unless all parties agree to it. 
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Abstract: The general aim of this research project is to point out a series of essential 
and relevant elements to have a better understanding on several issues of valuation. 
His particular purpose is to highlight the content of a significant and actual valuation 
technique, i.e. Automated Valuation Model, and the possibility of its application in Cluj-
Napoca, which is one of the most dynamic cities in Romania, especially when it comes 
to residential buildings. In our paper we will try to create an algorithm and for that we 
will use a software program and, in the end, we expect to simplify the valuation 
process. We want to make it easier to calculate the valuation by trying to develop a 
software program.  
 
Key words: Automated Valuation Model (AVM); property valuation; software program; 
market value. 
 
JEL Codes: C88 Other Computer Software; R31 Housing Supply and Markets; R32 
Other Spatial Production and Pricing Analysis. 
 
 
1. Introduction 
In the real estate field, at least three current and relevant global trends can be easily 
identified: an increase in automation, an increase in regulation and an increase in the 
demand for transparency and verifiability. The use of automation was based on the 
increased availability of appropriate software solutions, a better understanding of the 
statistical methods applied and the accumulation of digitally archived data, which 
allows a variety of applications, such as in property appraisals. The desire for 
transparency and data verification is met in certain areas such as banks, insurance 
and evaluation service providers, systems and organizations (Power, 1994). 
In this paper we propose deals with the problem of the automatic valuation of real 
estate, which in international language represents AVM - Automated Valuation Model, 
and has two objectives: (i) to clarify the content of this solution of valuation of assets 
and the diffusion of its use in international practice, and (ii) to investigate the possibility 
of applying AVM in Romania and can integrate it in the national evaluation standards, 
proposing in this regard a computer model with an appropriate software solution, as 
well as a platform where be managed a database of residential real estate, which can 
be accessed by both a real estate professional and the ordinary population. 
The purpose of valuation is to estimate the value for a specific need, such as selling or 
buying price, mortgage loans, tax purposes, settling estates, the determination of a 
rental rate or a financial statement. The essence of an evaluation process is to 
estimate the value of the property rights, therefore the rights involved, and the specific 
type of value must be clearly identified (American Society of Real Estate Counsellors, 
2011). 
The valuation process starts at the same time as the appraiser identifies the subject 
matter to be evaluated and ends when reporting the conclusion to the client (American 
Society of Real Estate Counsellors, 2011). 
In this study we will measuring housing value using an Automated Valuation Model. 
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It’s important for appraisers to estimate value for many properties using Automated 
Valuation Models that has evolved over the past 50 years (Moore, 2006, p 43). 
Automated Valuation Models are now widely used by real estate appraisers, by the 
general public, Government, and it is complimentary to traditional valuations. 
Removing the human factor, it’s claimed by some advocates, that Automated Valuation 
Models reduce incorrect values which could arise on human judgement (I.A.A.O., 
2003). 
The type of property on which this research is focused is the real estate, namely the 
one-room and two-room apartments in the city of Cluj-Napoca from Romania. 
Contributions of our research could be the following: 

 A database of residential properties, especially one and two bedroom 
apartments, for Cluj-Napoca City, which can be accessed by appraisers, local 
authorities and other interested people; 

 Support the evaluation by automatic methods; 
 Predicting sales prices in a certain geographical area; 
 This type of evaluation will shorten the time of writing a classic evaluation 

report, especially for those assessments for the purpose of bank guarantee 
and mortgaging. 
 
 

2. Literature review 
The term Automated Valuation Model has entered as a current of valuations only in the 
last years of the 20th century. Prior to this, similar, if not identical, methods were 
described as computer-assisted mass evaluation or just mass evaluation. Currently, 
academics and practitioners use the term automated evaluation model to underline the 
high degree of process automation, even if the models are not usually without human 
interaction. 
Automated Valuation Models have origins in United States of America, the first 
application being only in 1981 and after that began to be developed in the United 
Kingdom, in the 1990s (Worzala et al., 1995, pp. 185 - 201). 
From our point of view, Automated Valuation Model would be an advantage for 
evaluators, since the valuation process would be done easier. AVMs is the most 
convenient for residential properties, like apartments with one and two rooms. These 
properties are suitable to such an automated system because multiple properties from 
a certain area of a city with similar characteristics can be identified.  
Automated Valuation Models have been developed and advanced for several reasons, 
in particular for fast and low-cost alternative to a full valuation (Worzala et al, 1995, pp 
185 - 201). 
Currently, AVMs are commonly used in the US, Canada, Australia and in several EU 
member countries, such as the UK and Denmark. AVMs are also seen as an effective 
response to asset quality analyzes of the European Central Bank (Brucato, 2015), 
which may gradually lead to greater interest in other EU member countries. 
Royal Institution of Chartered Surveyors (2013) identifies the following areas where 
AVMs are used: in-arrears assessment in banks, revaluation for credit decision in 
banks, full valuation audits in banks, capital tax planning for the individual, identification 
of fraudulent activity in banks, determining capital adequacy ratios in banks, estimating 
relocation compensation by government, cost / benefit analysis for potential public 
expenditure, mark-to-market bank’s portfolio of properties in banks, mass appraisal for 
local taxes by government. 
Credibility of an AVM is dependent on the data used and the skills of the modeler 
producing the AVM. AVMs should be developed by appropriately qualified market 
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analysts, for example, appraisers/valuers, who use statistically based applications to 
analyze data and select the best simulation of market activity for the analysis of 
location, market conditions, and property characteristics from previously collected data. 
AVMs are designed to generate value estimates for properties at specified points in 
time (retrospective or prospective dates as required by client). 
Downie and Robson (2008) describes their findings on AVMs and the integration within 
the valuation process, from an multinational perspective. There were 473 valuer 
responses, representing both lending and valuation organizations, described as senior 
professional members. The results of the study included the following findings: 

 90% agreed that the ability to evaluate comparable was a major advantage 
over Automated Valuation Models 

 87% agreed that physical valuations were more accurate than Automated 
Valuation Models, as a result of local knowledge  

The definition of an AVM has changed over time. The definition in Standard on 
Automated Valuation Models (revised 2018), it’s describe in Chapter 3.1 as an AVM is: 
a mathematically based computer software program that market analysts use to 
produce an estimate of market value based on market analysis of location, market 
conditions, and real estate characteristics from information that was previously and 
separately collected. The distinguishing feature of an AVM is that it is a market 
appraisal produced through mathematical modeling. 
The Royal Institution of Chartered Surveyors Automated Valuation Model Standards 
Working Group describes as: AVMs use one or more mathematical techniques to 
provide an estimate of value of a specified property at a specified date, accompanied 
by a measure of confidence in the accuracy of the result, without human intervention 
post-initiation. (RICS, 2013). 
It should be noted that both definitions of an AVM exclude any direct valuer 
involvement in arriving at an estimate of value.  
These computer-assisted quantitative methods have their advantages in that they are 
systematic and rapid, reducing the dependence on the contribution of the workforce in 
ensuring the evaluation (Tretton, 2007). By eliminating the human element, it is 
claimed that AVM reduces inaccuracies that may arise due to trust in human judgment. 
Bogin and Shui (2018) underline the utility of AVM from the perspective of financial 
lenders - banks. In the American case, we see how the evaluators tend to over-
evaluate bank guarantees, in favor of bank debtors. As such, they benefit from the 
existence of developed AVM models that can run them and quickly verify the 
estimator's estimate. 
Taxation is another typical AVM application (Downie & Robson, 2007) that has again 
excited the use of AVM in lower risk functions. While the regulatory environment may 
be considered restrictive, some AVM manufacturers consider it an opportunity to 
create more AVM tools to help comply with these regulations, such as taxation, implicit 
loss modeling, obligations, and management failure (Brucato, 2015). 
 
 
3. Methodology 
As we presented above, AVM is a software that analyzes and aggregates information 
about transactions and real estate deals, assigning value to a property. It is currently 
used for residential real estate in active markets, which can generate sufficient 
information to obtain a statistically relevant population. The tendency is to use this 
instrument to estimate the value of the properties for the purpose of financing their 
purchase (guaranteeing loans). 



281 

 

Automated Valuation Model will combine a set of algorithms, characteristics, nearby 
sales, neighborhood features and homes listed for sale, and in the end offers an option 
for valuing individual homes (Galin et all, 2008, p 4). 
At this moment we are working on an empirical study based on the regression analysis 
for the real estate market in Cluj-Napoca, especially for one- and two-bedroom 
apartments. 
Our research investigates the physical, technical and social characteristics of 
residential buildings, so that the specific elements will make the difference in the sale 
prices. 
Starting from the Argus database that we will use, we will try to analyze about 1000 
one- and two-room apartments, located in all the districts of Cluj-Napoca, properties 
defined by over 30 specific characteristics. 
Valuation market encompass a variety of methods including as multiple regression 
analysis, Computer Assisted Mass Appraisal (McCluskey et al, 1997), a rapidly 
evolving variety of machine learning, artificial neural networks (Worzala et al, 1995). 
Multiple regression analysis has been extensively used and is the traditional method of 
choice. Typically, a multitude of property characteristics are considered in the 
modelling.  
McCluskey et al (2013, pp 239 - 265) note that the relationship between property value 
and its explanatory attributes is highly complex and generally non-linear, which calls for 
more insightful approaches than the traditional Multiple regression analysis. For 
example, artificial neural networks don’t rely on any of the assumptions made by 
Multiple regression and have been explored.  
Most of the automated valuation models used are those for residential properties. A 
typical AVM regression model would use multiple linear regression using ordinary 
market (OLS) methods. These regression models are also used by the academic 
community as a benchmark against which new, emerging methods can be compared 
in automated assessment. Due to their well-tested and well-understood mechanics, 
these traditional methods are also favored by academics devoted to AVM (Kauko and 
d'Amato, 2008, p. 4-6). 
Through this study, we will try to demonstrate a closer value obtained by a software 
program and the market value of the one and two-rooms apartments. This study will be 
useful and will provide support to valuers evaluating real estates in the city of Cluj-
Napoca. 
In the city of Cluj-Napoca, we want to use this valuation tool to estimate the value of 
the properties for financing their purchase (guaranteeing loans), as well as for taxation. 
  
 
4. Results, conclusions and anticipated difficulties 
This study will be useful and will provide support to valuers evaluating real estates, 
especially single and double rooms, at the end of the three years of research. 
Over the last 20 years, property valuation has evolved from traditional methods based 
on comparable evidence, into mechanically oriented AVMs.  
With this study we want to observe that the values obtained through the automated 
valuation are close to those obtained through the market approach. 
The limitations of Automated Valuation Models are well known and understood. For 
example, the limited ability to account for external influences, the limited ability to 
address a property’s condition, limited data coverage in some areas, the inability to 
confirm or deny whether a property exists. The crucial test is, can AVMs forecast 
accurately? 
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We expect possible limitations and difficulties. First of all, we may have difficulty in 
obtaining the information and values for the confidentiality of the data, and some of 
them contain personal information.  
There is little available published material on the accuracy of Romanian Automated 
Valuation Models. Indeed, there appears to be a reluctance to provide information or 
open-up methodologies more widely to independent scrutiny.  
Secondly, a reluctance from the questioned appraisers, with possible inaccurate 
results. 
We will try to create a software program that simplifies the application of AVM in the 
Romanian context. At the implementation part of the software program that will 
facilitate this type of evaluation we will try to collaborate with certain companies in the 
IT market, of Cluj-Napoca. 
Finally, this program can be quantified and used by any wish (evaluators, real estate 
agents, banking, public and academic institutions, professional associations, 
individuals, etc.). 
Contributions of our research could be the following: A database of residential 
properties, supporting the evaluation by automatic methods, the prediction of the sale 
prices in a certain geographical area. 
This type of evaluation will ease and shorten the time of writing a classic evaluation 
report, especially for those assessments for the purpose of bank guarantee and 
taxation. 
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Abstract: The pharmaceutical industry has become a highly competitive environment, 
which is why performance represents the key element to stay on a market. Evaluating 
the performance of the economic entities from this sector is of high importance for the 
management, shareholders, trading partners and creditors. This study focuses on 
analyzing the financial statements and the evolution in the last ten yers of the 
pharmaceutical firms listed on the Bucharest Stock Exchange (BSE). Performance is 
analyzed using the main stock market indicators such as Return on Equity (ROE), 
which is the main performance measurement considered significant for the industry, 
and other more in order to analyze performance and generate conclusions for the 
decision makers, so they are able to outperform the market and provide consistent 
gains for investors. 
 
Keywords: pharmaceutical industry; pharmaceutical company; financial statement; 
stock market performance; economic growth. 
 
JEL classification: I10; L65; P46. 
 
1. Introduction 
Deari and Dincă (2015) have analyzed the financial performance of 40 selected 
Romanian companies for the 2009-2013 period. They found that the companies with 
higher current to total assets ratio have higher assets turnover and return on assets. 
The performance of an economic entity can be analyzed by using its financial 
statements, namely with the help of the profit and loss account. An economic entity is 
performing if it has the ability to make profit (it’s cost effective) and if it has the ability to 
pay its debts on short and long term. The profit and performance of the company wins 
customers' trust (Neacşu, 2015). 
Pharmaceutical industries have been topmost players in the health care segment in an 
epoch of aging populations, rising health care costs, and the ongoing development of 
new and extremely profitable medicines.Therefore, the investment in shares and 
securities of pharmaceutical companies seems to be cost-effective. 
Romanians bought in 2018 more medicines than in the previous year. The value of the 
medicines issued to patients in Romania increased by 13.8% compared to 2017, 
exceeding 16 billion lei at the distribution price, according to Pharma&Hospital Report, 
made by Cegedim. In the first place in the top of the pharma players in 2018 from 
Romania is the company Abbvie (USA) with medicines sold for over 1 billion lei, 
followed by Sanofi (France) with 809 million lei and Merck & Co. (USA) with 722 million 
lei. The volume of medicines released to patients in Romania in 2018 was 612.7 million 
boxes, up 5.9% compared to 2017, increasing the total number of treatment days 
(5.4%).The composition of the first 3 corporations in terms of value for 2018 changes 
due to the acquisition of Zentiva from Sanofi by Advent International, one of the largest 
and most experienced global private equity investorsfor 1.9 billion euro. 
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2. Methodology 
Financial performance is a vast topic developed at all academic levels and in the 
professional practices. The main objective of this study is represented by the analysis 
of the financial performance of companies from the pharmaceutical sector in 
Romania.The population on which the study was conducted targets 5 economic 
entities which produce pharmaceutical products and are also listed on BSE. Based on 
the annual reports published for the period 2009-2018, the performance of the 
companies was analyzed by calculating a series of indicators. The results were 
compiled and compared in order to determine the evolution of each company. 
 
3. The indicators andinterpretation of the results 
An indicator that measures the performance of companies, used as a criterion for 
ranking them in terms of their economic importance is the turnover. The turnover 
represents the value of sales made over a period of time by an entity.During the 10 
year period,the companies shifted places but almost all of them showed an upward 
trend, lead by the increse in demand. In 2018, the highest turnover value was 
registered by Zentiva (461 mil. lei) who also had the highest percentage increase in 
turnover (162% increse from 2009 to 2018).In 2018, the lowest turnover was registered 
by Remedia (99 mil. lei). Until 2015, the highest turnover was registered by Ropharma 
(434 mil. lei) and the smallest by Biofarm (150 mil lei).Antibiotice, Biofarm and Zentiva 
showed a continuous growth of their turnover. 
Thefinancial stabilty ratioexpresses the extent to which the company has sufficient 
permanent or stable financial resources compared to total resources.The minimum 
acceptable rate for an industrial company is 50% and 66% would be the safevalue. In 
2018, the highest rate was registered by Biofarm (80%), and the lowest by Ropharma, 
showing a steep decrease (from 69% in 2016 to 50% in 2018). Zentiva was the only 
company that had a downward trend (85% in 2009 to 71% in 2018). Antibiotice showed 
a constant rate of over 60% while Remedia showed a strong growth (from 25% in 2009 
to 61% in 2018). 
Return on assets (ROA) is an indicator of how profitable a company is relative to its 
total assets. ROA gives a manager, investor, or analyst an idea as to how efficient a 
company's management is at using its assets to generate earnings.Higher ROA 
indicates more asset efficiency. The dynamics of ROA is shown in Figure 1. 

 
Figure1. The return on assets of the producers ofpharmaceutical products listed on 
BSE 
Source: Authors’ elaboration based on data from BSE - www.bvb.ro 
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The highest performer in the total assets is Zentiva, the second highest is Biofarm, 
showing constant and close values to Zentiva, except the year 2018. The third highest 
is Antibiotice – 4,86% in 2018.The least performer is Ropharma with a value of 2% in 
2018. 
Another indicator that expresses the ability of an economic entity to generate profit is 
the return on equity (ROE).ROE is a measure of financial performance calculated by 
dividing net income by shareholders' equity. Because shareholders' equity is equal to a 
company’s assets minus its debt, ROE could be thought of as the return on net 
assets.The higher the return on equity is, the more financial resources the company 
has at its disposal (Vasilache, 2009). The dynamics of ROE is shown in Figure 2. 

Figure2. The return on equity of the producers ofpharmaceutical products listed on 
BSE 
Source: Authors’ elaboration based on data from BSE - www.bvb.ro 
 
For all the analyzed companies we can observe an upward trend regarding the return 
on equity. In 2018, the highest percentage was recorded by Zentiva, followed by 
Biofarm and Antibiotice. The lowest performance was recorded by Rohparma (4,61% 
in 2018), which has been showing a downward trend in the last 10 years. 
Another important indicator is earnings per share (EPS) ratio.It iscalculated by dividing 
a company's profit by the outstanding shares of its common stock. The resulting 
number serves as an indicator of a company's profitability. The higher a company's 
EPS, the more profitable it is considered.The dynamics of EPS is shown in Figure 3. 

Figure3. The EPS ratio of the producers of pharmaceutical products listed on BSE 
Source: Authors’ elaboration based on data from BSE - www.bvb.ro 
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Zentiva registred the highest values of EPS in all the years (as shown according to the 
right axle of the figure), reaching 0,63 lei/share in 2018. The second highest is 
Antibiotice with a value of 0,05 lei/share in 2018, followed by Biofarm (0,04 lei/share). 
A downward trend was registered by Ropharma and Remedia. For 2018, the lowest 
value was recorded by Ropharma (0,014), Remedia managing to raise its EPS values 
between 2016 and 2018. 
Price-to-Earnings Ratio (PER) is the ratio for valuing a company that measures its 
current share price relative to its EPS. A high PER could mean that a company's stock 
is over-valued, or the investors are expecting high growth rates in the future. A low 
PER can indicate either that a company may currently be undervalued or that the 
company is doing exceptionally well relative to its past trends. The dynamics of PER is 
shown in Figure 4. 

 
Figure4. The PER ratioof the producers of pharmaceutical products listed on BSE 
Source: Authors’ elaboration based on data from BSE - www.bvb.ro 
 
The highest value of PER ratio was recorded by Remedia. We can notice that 
Remedia had a massive increase from 2015 to 2018 which could mean that the stock 
might be over-valued. The second highest is Ropharma, which registered big 
valuesevery year. Zentinva had an almost constant trend during the ten years of 
analysis. The lowest value was registered by Biofarm, followed closely by Antibiotice. 
  
4. Conclusions 
Following the analysis of the various indicators we can conclude that Zentiva ranked 
first at almost all of them by having the biggest turnover, having financial stability, 
biggest ROA, ROE, EPS and an almost constant value of PER. On the opposite pole 
we find Ropharma. Although its 2018 turnover puts it on second place, Ropharma 
registered a decrese for all the indicators and the lowest values for 2018. In the middle, 
we have Antibiotice and Biofarm, financially stable companies, showing slight but 
steady increase in performance year by year. Although Remedia registered a big 
decrease in turnover because of the separation of wholesale and retail activities, it 
ranked on the second to last place with steady increase in performance in the last 
three years. 
The study has reached its objectives by providing significant information regarding the 
performance and evolution of the analyzed companies, facilitating future 
investmentsfor the decision makers. As limits of the research, it is important to mention 
the existence of many other indicators that were not covered in the analysis, which 
together would form a more detailed picture regarding the performance of the analyzed 
companies. 
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Abstract: This study aims to identify and analyze the effect of Regional Gross 
Domestic Product (GDP) growth towards companies performance, based on 10 
companies of North-West Of Romania, selected on the criterion of their listing on the 
Bucharest Stock Exchange and based on their contribution to regional development, 
for the period 2014-2018. The hypothesis is the GDP growth have significant impact on 
the performance of the companies (expressed through traditional measures of 
performance ROA - Return on Assets and ROE - Return on Equity). In this study, 
hypotheses are tested using Eviews support program for panel data analysis; two 
regression models was used in order to study the dependence between mentioned 
variables. The results showed that GDP growth have an negative impact effect on 
company’s performance. 
 
Keywords: ROA Return on Assets; ROE Return on Equity; Panel data; Regression 
model. 
 
JEL classification: C15, C33, C52, C58, C87, D21. 
 
1. Introduction 
Performance of a company or an industry is very important as it shows the results 
achieved over a time period. Company’s performance is dependent upon micro 
economic variables, controlled by management and macro-economic variables, which 
the management is not able to control (Hunjra, Chani, Javed, Naeem and Ijaz 2014). 
The objective of this paper is to investigate the relation between Regional Gross 
Domestic Product (GDP) and several performance indicators (reflected by ROA and 
ROE), between 2014 and 2018, by using fixed and random effect models with panel 
data. The study is using 10 companies of North-West Of Romania, selected on the 
criterion of their listing on the Bucharest Stock Exchange and based on their 
contribution to regional development.The selected companies operates in construction, 
industry, transport and trade sector. 
In terms of regional economy, the North-West Region ranks fourth in Romania in terms 
of GDP and fifth in exports, and is aiming to become one of the most dynamically 
developing regions in Central and Eastern Europe. (PANORAMA/ SPRING 2019/ No. 
68). 

 
2. Literature review 
Performance or profitability of the company has always been concern for researchers 
and it has been extensively studied. Profitability is the economic justification of the 
existence and sustainability of any company(Sabău-Popa, Boloș, Bradea 2016). 
According to financial and economic literature, the relation between macroeconomic 
factors and their effect on performance of companies, produced different results. 
Sufian, F. (2011) analyzed the commercial banks of Korea over the period 1992-2003, 
using linear regression. The results revealed negative impact of GDP on ROA. 
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Masood, O. and Ashraf, M. (2011) used the balanced panel data regression model in 
order to examine the Islamic banks profitability determinants, for the period of 2005-
2010, of different countries. The results shows that GDP contribute negatively on ROA 
and positively on ROE. 
Kanwal, S. and Nadeem, M. (2013), studied the impact of inflation rate, GDP and real 
interest rate on profitability indicators: ROA, ROE and equity multiplier (EM) ratios in 3 
separate models. They used Pooled Ordinary Least Square (POLS) method; the 
empirical findings indicate a strong positive relationship of real interest rate with ROA, 
ROE and EM; real GDP is found to have an insignificant positive effect on ROA, but an 
insignificant negative impact on ROE and EM. 
Munyambonera, E. F. (2013) used an unbalanced panel of 216 commercial banks 
drawn from 42 countries in Sub-Saharan Africa, for the period 1999 to 2006, andfind a 
negative relationship between GDP growth and bank’s profitability. 
Simiyu, C.N. and Ngile, L. (2015) find that real GDP growth rate has positive but 
insignificant effect on the ROA in the Nairobi Securities Exchange (NSE), for years 
2001 to 2012. 
Combey, A. and Togbenou, A.(2017) investigates short-run and long-run relationship 
between GDP and banking sector profitability(measured by ROA and ROE) in Togo, 
from 2006 to 2015, by using Pool Mean Groupestimator. Results show that, in the 
short-run, ROA and ROE are not related tomacroeconomic variables. In thelong-run, 
GDP growth affect negatively and statisticallysignificant ROA and ROE. 
Socol, A. and Dănuleţiu, A. E. (2013), examines how is affected banking profitability by 
the CRR Credit risk ratio. They used two regression models and the results shows that 
CRR Credit risk ratio has a negative impact on banks' ROA and ROE, which could be 
explained through the contribution of the non-performing loans to the decreasing of the 
profit. 

 
3. Research Methodology and argument for the Research 
The purpose of this paper is to examine the influence of Regional Gross Domestic 
Product (GDP) growth towards companies performance, based on 10 companies of 
North-West Of Romania, for the period 2014-2018. The data for the study was 
extracted from the annual reports of all the companies, downloaded from the BSE 
website (for ROA and ROE) and from National Commission for Strategy and Prognosis 
and National Institute of Statistics (for GDP of the North-West of Romania). 
As a qualitative research, data collection and analysis, observation and comparison 
was used. The econometric analysis is based on two regression models for estimating 
panel data, using Eviews 7.2 support program, based on 50 observations. All variables 
are measured in percentages.  
In the literature, either the fixed or random effect methods are used to estimate a panel 
data model. To determine which model is more appropriate for the data series, is used 
the Hausman test (Bădulescu, D. & Simuț, R. & Morutan, R.A. 2018). In this study, the 
fixed effects model is chosen over the random effects model. 
This research method permits the study of the existence of relationship between the 
dependent variable y (explicit, endogenous or resultative), in this case is considered 
ROA (Return on assets) and ROE (Return on equity) and one or more variables xi 

called independent (explanatory, exogenous or of influence) which in this case is used 
the growth rate of GDP from the region of North-West of Romania.  

 ROA=EBIT/Total assets;  
 ROE=Net Income/Share holders Equity(Boloş, Sabău-Popa 2013);  
 GDP Growth=(GDP-GDP the previous year)/ GDP the previous 

year(Soedarsa, Arika 2015). 



291 

 

To test the relationship between company’s performance and macroeconomic 
determinant, we estimate a linear regression model in the following form: yit=βxit+εit

 i=1,..., N, 
Where: yit is the efficiency (total, technical or allocative, as appropriate) of company i at 
time t; xit is the matrix of the explanatory variables (determinant); β is the vector of 
coefficients; εit is a random error term representing statistical noise; the index i is a 
cross-sectional dimension of companies listed on the BSE, while t index represents 
time, 2014-2018; N is a number of observations in the data set (Sufian, Kamarudin 
2012). 
The described model may be the object of decision making support application, maybe 
used in analyses of the data mining type in order to identify significant clusters, 
decision making trees, pertinent associations among variables etc (Boldeanuand 
Bădescu2009). 
 
4. Empirical results 
Data processing conducts to the following results: during the analyzed period, the GDP 
from the region of North-West of Romania has negatively influenced the dependent 
variables ROA and ROE. The coefficients are significant because p-value is lower than 
0.05. 
 
Table 1: Panel data analysis 
 Model 1 Model 2 

Dependent variable ROA Dependent variable ROE 
Coefficient P-value Coefficient P-value 

Intercept 0.128699 0.0108 0.155826 0.0225 
GDP_NV -1.249524 0.0169 -1.595702 0.0247 
R-squared 0.497484 - 0.528693 - 
F-statistic 3.860941 0.001086 4.374860 0.000387 

Source: Processed data using Eviews program 
 
Table 1 shows the value of R-squared as 0.497 or 49.75%, for ROA, which indicate 
that model is 49.75% accurate or best fitted. For ROE, the value of R-squared is 0.528 
or 52,87% which indicate that model is 52,87% accurate or best fitted. The remainder 
part of the variation in completing to 100% represent the influence of another factors, 
which did not take into consideration in current models. 
Based on the above mentioned elements, this model of regression describes the 
correlation between the value of the GDP and that of a ROA and ROE as a valid one. 
Thus, ROA and ROE regression models are represented by the estimation equations: 

 ROA = -1.24952351511*GDP_NV + 0.12869899 
An increasing with 1% in growth rate of GDP from the region of North-West of 
Romania contributes to the decreasing of ROA (Return on assets) with 1.24%. 

 ROE =  - 1.59570221268 * GDP _NV + 0.155826 
An increasing with 1% in growth rate of GDP from the region of North-West of 
Romania contributes to the decreasing of ROE (Return on equity) with 1.59%. 
 
Conclusions 
Analysis of the influence of Regional GDP on main performance indicators of the 
companies from North-West of Romania contributed to defining the research question 
and to designing the plan for econometric modeling.  
Two regression models was developed that shows that there exists a relationship 
between explanatory and dependent variables. The empirical results of this study find 
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that growth rate of GDP from the region of North-West of Romania has a negative 
impact on company’s ROA and ROE, which is in contradiction to theory which asserts 
that economic growth enhances profits and downturn adversely affects the interest 
income.The analysis suggests the vulnerability of the companies from North-West of 
Romania.  
But, according to financial and economic literature studied, the relation between 
macroeconomic factors, as GDP or inflation, and their effect on performance of 
companies, produced different results in different countries and different periods of 
time. 
Limits of the research, which consist in modeling of reduced number of variables, the 
existence of other factors that could influence the results, opens new research 
directions that can be extended to cover longer time periods, other econometric 
techniques and financial indicators of the companies or more macroeconomic factors 
in studying the company’s performance. 
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Abstract: The paper aims to identify the threats to the auditor's independence and to 
discuss this subject into a theoretically point of view. Auditor independence is one of 
the seven principles of professional ethics, necessary to perform a fair and 
professional audit engagement. In this paper, were reviewed the literature and 
analyzed some of the most relevant scientific articles that have researched this topic. 
Subsequently, were grouped the threats that were found and identified a series of 
safeguards for limit the threats to the auditor's independence. The paper is finalized 
with a part reserved for conclusions. The research methodology is a qualitative one, 
taking into account that the article aims more the theoretical documentation, 
respectively, a descriptive-explanatory study of the mentioned articles. The main 
conclusion is that an in-depth knowledge and the exercise of the procedures for 
mitigating the effects of threats to the auditor’s independence and the compliance to 
the professional and ethical rules are factors that ensure the successful of an audit 
process. 
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1. Introduction  
The independence of the auditor is a cornerstone of the audit profession, a crucial 
element in the legal process of financial reporting that contributes to increasing the 
added value of the audited financial statements. 
However, the financial crises and the corporate collapse since the beginning of 21st 
century have caused many changes to the audit process and indirectly, even on the 
auditors independence. Especially, the economic dependence resulting from the 
provision of non-audit services by the audit firms, the familiarity that result from the 
auditor's experience and the personal relationships built through the employees were 
considered factors that’s help to the erosion of the auditor's independence. 
An external auditor meets many threats that could affect his independence. If his 
independence is impaired, he becomes unable to issue a correct report that indicates 
the accuracy of the audited financial statements in accordance with the requirements 
of international audit standards. The auditor’s career can be affected and the 
acceptance in the future by another client will be lower, thus reducing the users' 
confidence in the services provided by the auditor. 
The objective of the article is to identify what are the concepts in the case of the 
auditor's independence and practical implication based on literature and the ethical 
code of the professional auditors. 
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2. Theoretical considerations 
In order to highlight the current state of knowledge in the chosen subject area, will be 
presented the most important concepts, elements and factors that influence the 
research topic. 
In the recent years, especially after the big financial scandals (in which the role of the 
auditors has not always been neutral); there is an increase of concerns for studying the 
factors that influence the quality in the audit, one of these factors being the auditor's 
independence. 
Starting from De Angelo's (1981) definition that defines audit quality as a double 
probability into which the auditor can detect significant misstatements, we can identify 
as receiving factors influencing the quality of the audit: the auditor's ability to identify 
misstatements, the procedures used and the sample size, all depending significantly 
on the auditor's competence and endowment with appropriate technologies. This 
definition also refers to the competence and independence of the auditor, two 
important characteristics, especially when are discovered the causes of fraud or 
accounting errors. The lack of effort or competence prevents an auditor from detecting 
problems that need to be resolved, and the deficiency of independence prevents an 
auditor from correcting the problems identified in the client's pre-audit financial 
statements. 
The auditor's ethical code defines independence as a state of mind that allows issuing 
an opinion without being affected by influences that compromise professional 
reasoning, allowing to act with integrity and to exercise professional objectivity and 
skepticism. 
According to the authors Pittman et al. (2019), the characteristics of the individual 
auditor play an important role in the audit quality. Examining the implications of the 
audit quality on the risk tolerance of the partners is a common test for their risk profiles 
that affect their performance and are manifested in the audit results. 
Al Nawaiseh et al (2015), is of the opinion that independence means that the auditor 
must express his opinion about the financial statements without being influenced by 
any threat from any source, but also the ability of the auditor to avoid the influence of 
any threat from the part of any source. 
Grosh et al. (2016) consider that the auditor independence is also reflected in the duty 
to obtain sufficient and adequate audit evidence, based on which to sustain his 
opinion. 
Tahir et al. (2014) have developed a model in which an auditor decides an optimal 
model on the level of independence, applicable on the bond market. The decision is 
influenced by the fees level charged to diminish the independence of the costs that 
arise when the quality of the reports is poorly monitored or fraud detection is less 
efficient. Capital costs are inversely proportional to the auditor's independence. 
Auditor independence affects the capital costs in two ways. First, a greater 
independence leads to better monitoring of the firm's net assets by external auditors 
and to higher fraud detection rates. Better monitoring by auditors allows investors to 
opt out of their expensive monitoring activities aimed at reducing the risk of 
expropriation by managers.  
Mohamed et al. (2013) have studied the issue of the auditor's lack of independence in 
the Egyptian context and how this topic affect the quality of the audit based on a 
questionnaire distributed among the audit practitioners within the Big Four audit 
companies operating in Egypt. The main reason for the lack of independence is the 
weak structure of the corporations that are much held. It was also found that the 
voluntary switching of auditors aims to improve the quality; suggesting that the 
auditor's rotation as an optimal solution. 
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Cordos and Fulop (2013) consider that the auditor’s rotation is not necessary to 
increase the audit quality, because, a specialist knows a client much better directly 
proportional to the duration of the period in which he is auditor. Also imposing the 
obligation to change the auditor would restrict the freedom of choice of the auditor by 
the investors, according to their needs and those of the company. 
 
 
3. Methodology 
The research method is a qualitative one, taking into account that the article aims more 
at the theoretical documentation, respectively, a descriptive-explanatory study of the 
most relevant scientific articles. In this sense, have analyzed and synthesized in table 
1 the information identified in the mentioned articles. 
To highlight this aspect, was summarized in Table 1 the information obtained after 
analyzing the articles included in the sample. The articles were selected in most of the 
articles found in databases such as: Audit Analitycs, and ResearchGate, in order to 
identify research at international level, but also from publications in Romania, such as 
the journal Audit Financiar and Oradea Business Journal of Business and Economics, 
the period chosen being 2006-2019 and the selection criterion was the existence of the 
words "audit", "independence", or the phrase "auditor independence", obtaining an 
initial number of 47 articles, of which were selected 13, that are the most 
representative. 
 
 
4. Results 
Following the research of the literature review, were grouped the threats to the 
independence of the auditor into five categories, analyzing for each category what 
were the determining factors and what safeguards can be applied to avoid this risk. 
 
Table no. 1: Threats and safeguards to the auditor independence 

No. Cateogory Literature Factors Safeguards 
1 Self-

interest 
threats 

Kamau et al. 
(2014),  
Huiying et al. 
(2016) 
 

Dependence 
to fees;  
Financial 
interests;  
Loans or 
guarantees 
from the 
client. 

Continuous professional training;  
Professional certification 
requirements and experience to 
gain access to the profession;  
Monitoring the activity and 
applying disciplinary measures;  
Implementation of audit 
standards. 

2 Self-
review 
threats 
 

Sori et al. 
(2017),  
A Gul (2007), 
Jogiyanto et 
al. (2016),  
Ahmed (2016) 
 

Contribution 
to the 
financial 
statements;  
A close 
business 
relationship 
with the 
client. 
Audit tasks 
performed 
previously 

Review of the quality control 
system;  
Independence policies regarding 
the identification of threats to the 
independence;  
Identify and apply safeguards to 
eliminate or reduce threats to an 
acceptable level. 
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3 Advocac
y threats 

Austin and 
Herath(2014), 
Azibi et al. 
(2017),  
Legoria 
(2017). 

Legal rules. Employees competent to making 
managerial decisions;  
Implement the necessary policies 
and procedures for a correct 
reporting of the financial 
statements. 

4 Familiari
ty 
threats 
 

Kouakou et al. 
(2013),  
Alleyne and 
Devonish 
(2006) 

Habit;  
Nepotism; 
Favoritism. 

Emphasizing from the auditor 
management the importance of 
independence;  
Policies and procedures for 
implementing and monitoring the 
quality of audit commitments;  
Applying a disciplinary 
mechanism to promote 
compliance with audit procedures 
and policies. 

5 Intimidati
on 
threats 

Jiang and al. 
(2015),  
Suseno (2013)  
 

Fees; 
Pressures. 
 

Internal procedures that ensure 
the objective setting of fees for 
works that do not concern audit 
commitments; 
Corporate governance structure 
such as an insurance committee 
that provides an adequate 
overview and communications 
regarding the services offered by 
the company. 

Source: own projection 
 
For each threat to the auditor’s independence was identified, which are the determining 
factors for each category and the safeguards that can prevent the influence the auditor 
independence threats, based on articles in which were studied the effects of these 
influencing factors. 
 
 
5.Conclusions 
Regardless of the factors that act on the independence of the auditor, his correct 
reasoning and ethical actions are those that can lead to a quality audit. For this, 
however, an auditor must have a high level of professional knowledge and skills and 
have assimilated the ethical behavior required by the professional rules. 
Consequently, without the threat of the auditor independence, we should not see any 
deterioration in the quality of the audit in the next years of the mandate. However, the 
binding effect can erode the quality of the audit over time, as the personal relationship 
between the auditor and the client certainly and slowly affects the auditor's judgment 
over time. 
The developed confidence in the client activity over time introduces confidence, 
hinders the auditor's ability to design creative and rigorous audit programs and to 
exercise the necessary professional skepticism, making the auditor less vigilant for 
subtle anomalies and more susceptible to less convincing evidence. 
Regardless of the factors that act on the independence of the auditor, his correct 
reasoning and ethical actions are the ones that can lead to a quality audit. For this, 
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however, an auditor must have a high level of professional knowledge and skills and 
have assimilated the ethical behavior required by professional and societal norms. 
The limits of the research consisted in the fact that the number of the analyzed articles 
was reduced, the data being collected manually. Future research directions can be 
materialized into expanding the number of articles and making quantitative research on 
basis of collected data or even on the based on a sample. 
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Abstract: The success of a community or a state is conditioned by the ability to make 
public investments and the existence of financial sources. Financial sustainability is 
essential for starting a public investment. The decision to make a public investment 
must be rational and based on clear criteria and one of the essential criteria for public 
investments is the financial sustainability of the investment. A grant is the most 
efficient source for public investment projects because, it involves the least financial 
effort compared to the sources from the local, national budgets and especially in 
relation to the sources provided by loans. The Central and Eastern European 
countries have benefited from significant European funds but have failed to make 
sufficient investments and public debt has increased. This fact contributed to a 
decrease in the sustainability of public finances in these EU member states. In 
Romania, public investments reached from 6.16% in 2007 (the highest share of the 11 
states in 2007) to 2.64% (the lowest weight of the 7 states for which data are available 
on Eurostat at the moment). 
 
Keywords: sustainability, financial analysis, public investments 
 
JEL classification: H72, H83, Q56, R53 
 
1. Introduction 
In Romania it is a major limit on the allocation of public funds for public investments 
and especially for large infrastructure projects, such as highways or railways. Creating 
a model for analyzing and prioritizing public investments in terms of financial 
sustainability will lead to an objective and efficient allocation of public funds. It is 
important to develop a model for prioritizing public investments in terms of financial 
sustainability so as to increase the efficiency of the financial allocations from the state 
budget for infrastructure projects. 
 
2. Literature review 
The main developments of the research at European and international level regarding 
the analysis of public investments, are presented in this section. De Mare Gianluigi, 
Granata Maria Fiorella and Nesticò Antonio (2015) propose the adoption of multicriteria 
techniques, for carrying out a complex analysis of the investment projects that 
complete the analysis of the financial and economic sustainability specific to the cost - 
benefit analysis within the feasibility studies. In order to avoid economic crises, it is 
necessary to increase the public and private investments to be allocated to the 
infrastructure and to the productive sector as well as to increase the quality of life of 
the inhabitants (sports facilities, parks). 
Heather Jones, Filipe Mouraa and Domingosb Tiago (2013) believe that major 
infrastructure projects require a comprehensive decision-making tool. This paper 
mentions that the treatment of residual value is currently inadequate and requires 
further research. Thus, the authors believe that the current method of calculating the 
residual value does not properly reflect the true value. 
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Bifulcoa and Leone (2013) show the correlation between accessibility and tourist 
mobility. Thus, tourist mobility is influenced by both the tourist objectives and the 
transport infrastructure towards those tourist objectives. The authors proposed the 
creation of a model to meet the needs of both public authorities and tourists both for 
promoting tourism objectives and for planning the creation of public infrastructures. 
In the specialty literature, there is a controversy between the specialists regarding the 
cost benefit analysis (CBA) and the multicriteria approach of the decisions as a 
suitable tool for the decision makers. Annema Jan Anne, Mouter Niek and Razaei Jafar 
(2015) present the importance of cost-benefit analysis from the perspective of decision 
makers. Thus, decision makers use a cost-benefit analysis but it is not a decisive tool 
for decision making. 
 
3. The sustainability of public investments. Basic elements 
Financial sustainability is a concept that assumes that a project can be financially self-
sustaining and the cumulative net cash flows are positive. Financial sustainability is 
essential for starting a public investment. The main factors influencing financial 
sustainability are represented by the sources of financing, the investment cost, the 
revenues and operating costs as well, as the residual value. The sustainability of the 
project is given by the non-existence of the risk of running out of money during the 
analyzed period of financial projections. At the same time, sustainability must cover the 
entire period of investment and not just certain years or months. 
The internal rate of return on the financial return of the investment is the discount rate 
of the capital, which causes the present value of the net cash inflows, estimated within 
an investment project, to be equal to the value of the cash outflows for the realization 
of the investment. The net financial present value (NPV / F) is realized by summing the 
updated cash flows. It is important for NPV to be positive. The term of recovery of the 
investment is represented by the duration which an investment is recovered from the 
net income that will be obtained from the implementation of the project. This is an 
essential element for the financial analysis of projects. 
Economic analysis involves estimating the contribution of a public investment to the 
economic well-being of a city, region or country and is very important because it also 
includes the economic and social benefits of an investment. Socio-economic analysis 
involves making fiscal corrections, corrections for externalities and transforming them 
into accounting prices. 
In order to ensure the sustainability of public budgets, there are limits imposed for local 
public debt, limits imposed by the Ministry of Public Finance and limits imposed for the 
budget of a member country of the European Union. 
The decision to make a public investment must be rational and based on clear criteria 
and one of the essential criteria for public investments is the financial sustainability of 
the investment. At this moment in Romania there are some strategic documents based 
on which public infrastructure projects are financed. An example of a document 
specific to public investments is represented by the Master General Plan of Transport 
of Romania, which was prepared by the Ministry of Transport and aims to prioritize 
projects in the field of transport in our country. 
The public investments and the public budget are intedependent because investments 
cannot be made without the financial allocations from public budgets. Therefore, there 
is a direct relationship between the decision, the public budget and the public 
investments. Public investments are made from different public budgetary sources: 
local budgets, national budgets or from grants (structural funds, Norwegian grants or 
other grants). 
In order to make public investments, it is essential to provide financing sources. The 
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success of a community or a state is conditioned by the ability to make public 
investments and the existence of financing sources. Given that the needs of the 
inhabitants of a city or a country are many and their sources of financing are limited, it 
is not necessary for decision makers to make rational decisions regarding the 
allocation of public money to make public investments. The capacity of public 
authorities to finance public investments also refers to their availability to attract 
various sources of financing (grants, loans). 
Grants are the most efficient sources for public investment projects because they 
involve the least financial effort compared to the sources from the local, national 
budgets and especially in relation to the sources provided by loans. Grants have the 
advantage of leading to a disciplining of the public authorities that make investments 
from these sources because the grants are carefully verified. 
In Romania, the public authorities have their own contribution of 2% of the eligible 
value of the projects and the difference of 98% is ensured from structural and 
investment funds. Thus, if in the past a public authority had 2 million euro for public 
investments, it could make public investments worth 2 million euro. Currently, if a 
public authority applies for a grant of 100 million euro with a own contribution of 2% 
will be able to make public investments of 100 million euro with a own contribution of 2 
million euro. Grants are a great opportunity for the development of a member state of 
the European Union. 
 
4. Comparison – Trend of public investments and public debt in central and 
eastern Europe 
In this section I will analyze the evolution of public debt and public investment in the 
11 former communist states of Central and Eastern Europe that are members of the 
European Union. We can see an increase in public debt in all 11 states between 2007 
and 2018, a negative aspect regarding the sustainability of public finances. Croatia, 
Hungary and Slovenia have the largest public debt to GDP ratio of the 11 countries 
analyzed, over 70%. Estonia has the lowest share of public debt, below 10%, an 
advantage over the sustainability of public finances in this country. 
 
Table 1: Public debt - percentege of Gross Domestic Product in central and eastern 
Europe (2007 - 2018) 

Year 2007 2008 2009 2010 2011 2012 2013 2014 2015 2016 2017 2018 
Bulgaria 16.3 13 13.7 15.4 15.2 16.7 17.1 27.1 26 29.3 25.3 22.3 
Czechia 27.5 28.3 33.6 37.4 39.8 44.5 44.9 42.2 40 36.8 34.7 32.6 
Estonia 3.8 4.5 7.2 6.6 6.1 9.8 10.2 10.6 10 10.2 9.3 8.4 
Croatia 37.4 39.3 48.7 57.8 64.4 70.1 81.2 84.7 84.4 81 78 74.8 
Latvia 8 18.1 36.2 47.3 43.1 41.6 39.4 40.9 36.7 40.2 38.6 36.4 

Lithuania 15.9 14.6 28 36.3 37.2 39.8 38.7 40.6 42.7 39.9 39.3 34.1 
Hungary 65.6 71.8 78.2 80.6 80.8 78.5 77.3 76.8 76.1 75.5 72.9 70.2 
Poland 44.2 46.3 49.4 53.1 54.1 53.7 55.7 50.4 51.3 54.2 50.6 48.9 

Romania 11.9 12.3 21.8 29.6 34 37 37.6 39.2 37.8 37.3 35.1 35 
Slovenia 22.8 21.8 34.5 38.3 46.5 53.6 70 80.3 82.6 78.7 74.1 70.4 
Slovakia 30.3 28.6 36.4 41 43.5 51.8 54.7 53.5 51.9 52 51.3 49.4 

Source: Eurostat 
 
Even if all the states had an increase in public debt, only two countries (Hungary and 
Slovakia) had an increase in the share of public investments in GDP. Thus, the 
increase of the public debt in these two states is more sustainable because it also 
meant the increase of investments. In the other states, even if the GDP has increased, 
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the share of investments has decreased, including in Romania, where it reached from 
6.16% in 2007 (the highest share of the 11 states in 2007) to 2.64% (the lowest weight 
of the 7 states for which data are available on Eurostat at the moment). 
 
Table 2: Public investment share of Gross Domestic Product in central and eastern 
Europe (2007 - 2018) 

Source: Eurostat 
 
5. Conclusion 
The Central and Eastern European countries have benefited from significant European 
funds but have failed to make sufficient investments and public debt has increased. 
This fact contributed to a decrease in the sustainability of public finances in these EU 
member states. Between 2007 and 2020 Romania absorbed the amount of 50 billion 
euros, but the investments decreased very much having the lowest level of the 11 
states analyzed. 
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Abstract: The main gap in the literature is represented by the choice of the preferred 
indicator for the hierarchy of projects, NPV and IRR. The research methodology used 
in this paper involves data analysis, observation, modeling and interpretation of 
sensitivity analysis results. In this paper I will perform a sensitivity analysis and present 
the way in which it influences the modification (increase and decrease) of four 
variables that influence IRR and NPV (investment cost, operating cost, operating 
income and discount rate). The analyzed project is a local public infrastructure project. 
NPV and IRR are performance indicators used to make investment decisions in both 
the public and private sectors. Internal return rate is the rate of return at which the net 
present value (NPV) of a project is zero. IRR is used in the analysis of updated cash 
flows. The main factors influencing financial sustainability are represented by the 
sources of financing, the investment cost, the revenues and operating costs as well as 
the residual value. At the same time, sustainability must cover the entire period of 
operation of the investment and not just certain years or months.  
 
Keywords: sustainability, NPV, IRR, public investments 
  
JEL classification: E22, G11, H72, H83, Q56, R53 
  
1. Introduction 
The objective of this paper is to perform a sensitivity analysis to observe the evolution 
of the 4 variables that influence NPV and IRR and the way in which these 4 variables 
have an impact on increasing or decreasing NPV. The main gap in the literature is 
represented by the choice of the preferred indicator for the hierarchy of projects, NPV 
and IRR. Financial sustainability is a concept that assumes that a project can be 
financially self-sustaining and the cumulative net cash flows are positive. Financial 
sustainability is essential for starting a public investment. It is important to accurately 
estimate the performance indicators. The role of sensitivity analysis is to determine the 
degree of risk of each analyzed project. In the case of this project, the NPV variation is 
analyzed following the change (increase and decrease) with 1% of these variables. 
 
2. Literature review 
In this section I will present the main conclusions of the researchers regarding the 
internal rate of return and the net present value. In my opinion for the hierarchy of 
projects both performance indicators, IRR and NPV should be used. Carlo Alberto 
Magni (2012) presents IRR, which is used to make investment decisions both in the 
field of public investments and private projects. Even if it is used by managers, the 
internal rate of return has many limitations mentioned by Magni in his paper: limits for 
accepting or rejecting an investment project, ranking of projects measured on the basis 
of IRR is different from the ranking of projects measured on the basis of NPV, IRR 
does not present the danger of losing the entire capital and cannot measure the rate of 
return of a certain strategy. At the same time, Magni proposes the creation of average 
internal rate of return (AIRR) that helps to avoid the problems mentioned above and to 
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overcome the existing limits regarding IRR.  
Baucells Manel and Bodily Samuel (2018) note that the net present value is used in the 
investment decision - making process and the evaluation of projects. Thus, the 
expected utility of the capital to which NPV is added is established. Phalippou Ludovic 
(2008) presents the importance and the limits of using internal rate of return. Phalippou 
Ludovic describes a solution for the limits of IRR, the Modified internal rate of return 
(MIRR) which could help the investors to make the right decision of investment. In my 
opinion it is useful to try to improve the IRR (AIRR and MIRR) to overcome the existing 
limits of this indicator. 
Arjunan Kannapiran (2017) considers that IRR is a more efficient indicator for making 
investment decisions in relation to NPV. Kannapiran considers that IRR is a more 
relevant indicator than NPV for classifying investments. At the same time, it is 
mentioned that in states such as Germany or the Netherlands, IRR is preferred while in 
countries like Great Britain or France the preferred indicator is NPV. At the same time, 
these two indicators are mathematically interdependent because IRR is the discount 
rate for which NPV has zero value. In my opinion, both indicators should be used to 
determine which project is chosen for the investment. 
 
3. Performance indicators: IRR and NPV  
Internal return rate is the rate of return at which the net present value (NPV) of a 
project is zero. IRR is used in the analysis of updated cash flows. One limit of the IRR 
is that this indicator does not take into account the size of the investment and the 
projects with low rates can be advantageous compared to the big projects but with 
lower rates of the IRR. 
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Where: IRR = Internal return rate, r = discount rate, NPV = net present value, n = time 
period, CF1 – CFn = cash flows, CF0 = Initial Investment, ra = lower discount rate 
chosen, rb = higher discount rate chosen, NPVa = NPV at ra, NPVb = NPV at rb 
The net present value (NPV) is realized by summing the updated cash flows. NPV is 
an indicator used for investment decision in both the public and private sectors.  
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The correlation between IRR and NPV is:  
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Where: IRR = Internal return rate, r = discount rate, t = time period, NPV = net present 
value, CF1 – CFn = cash flows, CF0 = Initial Investment,  
The initial cost of public investments is established within the feasibility study of the 
project, but it may undergo changes when the technical project is executed or during 
the works. In order to analyze the sustainability of public investment projects, it is 
essential that the initial cost estimate is correct because the initial cost is analyzed 
within the cost-benefit analysis of the investment. The decision to start or not an 
investment depends on this analysis,. 
The operating costs of a public investment are the expenses that the investment 
operator will have in order to operate the investment (maintenance, repairs, personnel 
expenses and other necessary expenses) and the total income is the income 
generated by an investment. Proper estimation of these elements is essential to 
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determine if a project is being implemented and to prioritize certain public investment 
projects. 
Financial sustainability is a concept that assumes that a project can be financially self-
sustaining and the cumulative net cash flows are positive. Financial sustainability is 
essential for starting a public investment. The profitability of public investment in 
infrastructure plays an essential role in the start of the project. It is important to 
accurately estimate the return on investment. 
Socio-economic analysis involves fiscal corrections, corrections for externalities and 
transforming them into accounting prices. The use of accounting prices is necessary to 
calculate the opportunity cost of inputs and outputs. Turning market prices into 
accounting prices is the first step in economic analysis. Monetizing non-economic 
impacts is the second step of economic analysis. Thus, the impacts of the project that 
are relevant at the company level but for which no market values are available will be 
monetized. Examples of non-economic impacts in the field of infrastructure are: for 
transportation (travel and waiting time savings), health (life expectancy) or environment 
(noise, landscape). The direct effects are represented by changes in prices or 
quantities on secondary markets. Thus, the indirect effects can be: taxes, subsidies, 
monopoly rents or externalities. These effects can be positive or negative. 
 
4. The sensitivity analysis and the performance indicators 
The objective of the research is to perform a sensitivity analysis to observe the 
evolution of the 4 variables that influence NPV and IRR and the way in which these 4 
variables have an impact on increasing or decreasing NPV. The main findings of the 
paper are that 5 scenarios involve the decrease of NPV while 3 scenarios involve 
increasing NPV. The main factors influencing financial sustainability are represented 
by the sources of financing, the investment cost, the revenues and operating costs as 
well as the residual value. 

 
Table 1: The sensitivity analysis of proposed project 

Influencing 
factors 

Initial 
value Variation 

Modified 
value 

Initial 
NPV 

Modified 
NPV 

Absolute 
variation 
of NPV 

Increase of the 
investment cost 5,000,000 1% 5,050,000 1,202,284 1,156,933 -45,351 
Increase of the 
operating cost 1,800,000 1% 1,818,000 1,202,284 1,191,940 -10,344 
Increase of the 

income 12,300,000 1% 12,423,000 1,202,284 1,270,003 67,719 
Increase of the 
discount rate 5.00% 1% 5.05% 1,202,284 1,174,940 -27,344 

Decrease of the 
investment cost 5,000,000 -1% 4,950,000 1,202,284 1,247,636 45,351 
Decrease of the 
operating cost 1,800,000 -1% 1,782,000 1,202,284 1,212,629 10,344 

Decrease of the 
income 12,300,000 -1% 12,177,000 1,202,284 1,134,566 -67,719 

Decrease of the 
discount rate 5.00% -1% 4.95% 1,202,284 1,161,763 -40,521 

Source: made by the author 
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In this section I will perform a sensitivity analysis and present the way in which it 
influences the modification (increase and decrease) of four variables that influence 
IRR and NPV (investment cost, operating cost, operating income and discount rate). 
The analyzed project is a local public infrastructure project. 
The investment cost is 5 million euro. The investment is made in year 1 and the period 
of analysis is 10 years. The annual value of operating costs is 200,000 euro (for years 
2 to 10) and the annual value of operating income is 1,200,000 euro (for years 2 to 
10). The residual value taken into account for this analysis is 30% of the investment 
cost, 1.5 million euro. The selected discount rate is 5%. Following the application of 
the calculations, IRR is 16.01% and NPV is 1,202,284.35 euro, while the benefit / cost 
(B / C) ratio is 0.24. 
The role of sensitivity analysis is to determine the degree of risk of each analyzed 
project. In the case of this project, the NPV variation is analyzed following the change 
(increase and decrease) with 1% of these variables. Thus, we can analyze the change 
with 5% or 10% of the variables but in the case of this analysis we will analyze the 
change with 1%.  
The sustainability of the project is given by the non-existence of the risk of running out 
of money during the analyzed period of financial projections.  
 
5. Conclusion 
The main limits of this research is represented by the fact that it analyzes only the 
variation (increase and decrease) with 1% of 4 variables and for the future I propose to 
increase the number of variables as well as evolution scenarios (5%, 10%, 15% and 20 
%). 
Thus, these 8 scenarios are created within this sensitivity analysis and it is noted that 5 
scenarios (increase of the investment cost, increase of the operating cost, increase of 
the discount rate, decrease of the revenues and decrease of the discount rate) involve 
the decrease of NPV while 3 scenarios involve increasing NPV (increase of the 
revenues, decrease of the investment costs and decrease of the operating costs). It is 
a normal evolution regarding the fact that an increase of the income and a decrease of 
the costs leads to the increase of the NPV but it is noticed that both the increase and 
the decrease of the discount rate leads to the decrease of the NPV. 
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Abstract: The purpose of the research is to analyse the characteristics and 
implications of the integrated accounting systems on working time. The results will be 
examined and interpreted before and after implementation on ten companies that 
operates on the Romanian market. This study focuses on the broadly debated concept 
of optimizing the IT-accounting process through an integrated Enterprise Resource 
Planning (ERP) system. This system will add value to the accounting profession being 
more reliably and easily. The essential role to be played would be to gain time at the 
organization level for performing certain tasks (document submissions, electronic 
archive, bank statement). Then it measures if the accounting system generates 
performance for the professional accountant. Thus, the implementation of an ERP 
process represents the attention paid by the management of companies on the time 
and performance, during the relationship between innovation and human capital can 
bring. In conclusion, it will be mentioned the level of performance brought to the 
companies. 
 
Keywords: Accounting systems, Enterprise Resource Planning (ERP); Organizational 
Performance; Human capital 
 
JEL classification: A14, M41, M49 
 
1. Introduction 
The article reports on a literature review focusing on three relevant parts that are 
closely related: integrated ERP systems, company-level performance and 
performance on the human capital. We want to highlight the impact of implementation 
the ERP system has on the performance of the company activity and of the directly 
productive capital. At the same time, we aim to highlight the impact that human capital 
has after the implementation of the computer system. Basically, we follow the 
interdependence between the information systems and the human capital reflecting on 
the company performance.  Also, we want to determine the added value that human 
capital brings to technological innovation, in the world where most of the professions 
start to automate. We want to determine the effects measured during the working time 
of human capital following the implementation of an ERP system in a company that 
dears with the retail trade. The implementation of such a system influences both the 
direct productive capital and the performance of the analysed company. 
 
2. Literature review  
Enterprise Resource Planning (ERP) is a system that can bring significant changes to 
an organization. The system includes a combination of business procedures.  
They are grouped into departments in a single database. This database can be 
accessed and updated in real time.  
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The main feature of an ERP system is that it helps to integrate all the business 
functions of the organization into a single database offering an accurate vision of the 
business.  
ERP systems are designed to process a company's transactions and facilitate 
integrated planning. It also offers quick access to production information or customer / 
supplier situations. The most important benefits of ERP implementation are the new 
data management and collection processes that are easier and faster. (Dahlia 
Fernandez et al., 2017) 
The main difference between an ERP system and other accounting systems is that 
ERP covers the entire organization process and business functions, not just the 
operations related to production. ERP systems can be identified in accounting and 
inventory systems. Moreover, companies would have a substantial cost savings by 
reducing the large number of documents, labour costs and considerable hours of 
work. On the other hand, obtaining full benefits from ERP investments is not 
something that can be realized quickly.  (Ahmed Elragal, 2012) 
Although the implementation aims at certain benefits, post-phase analysis is also 
recommended. The most serious organizational problems arise in the post-
implementation phase of an ERP system. The specialized literature illustrates the 
need for more research on the problems and costs that arise after ERP 
implementation.  (Karoline B. Osnesa et al., 2018). 
As long as, the human capital manages the accounting information received in a 
company, the time for its continuous professional formation is a must have. The 
consequences of investments in human capital are made up of various elements such 
as the level of education, training and professional experience, the health status or the 
knowledge of the economic system, these being decisive for the evolution of a 
company whose human resources are formed for long term within a company (Becker 
B.E. et al, 2005). 
The increasing attention to the time spent on work has determined the management to 
focus on the automation many activities, leaving the human resource more time for 
verification, interpretation and analysis. Given the fact that in a company there are two 
types of resources, human resources and material resources, experience has shown 
that human resources are the most important because they are the only ones that can 
control the other types of resources. The result of the specialized literature (Asiaei K. 
et al., 2017) have shown that a company that has a good management of human 
resources can cause a doubling of the added value of the company.  
 
3. Data analysis  
The research was based on a case study that included a sample of ten commercial 
companies operating on the Romanian market. The most important factor on which 
the research was carried out was the working time. The data were taken from a 
company that offers accounting services. The companies analysed are the clients of 
the accounting firm. The major difference that we have seen regarding to the 
improvement of time is the records on depreciation, settlement of expenses and 
revenues in advance, financial leasing, financial revaluation because their records 
were kept in excel before the ERP implementation. The working time was taken from 
the daily report of the employees who deal with their accounting. Due to data privacy 
policies we will not provide the company name and business data. The study will only 
reflect the average time spent on certain tasks before and after implementation of an 
ERP system. The research aimed at comparing a normal internal accounting system 
with an integrated ERP system. Based on the average achievement, there was an 
improvement of the working time at the company level.  
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Table 1: Relevant time in the accounting activity 
No. 
crit. 

Economic indicator Before 
application 

After 
application 

Performance/ 
Failure 

1 Working time on basic 
activities 
(management of 
accounting 
documents) 

8 hours/ 
day 

6 hours/ 
day 

The time for the basic tasks 
of accounting has decreased 
by 2 hours (accounting 
system versus integrated 
ERP system) 

2 Production (stocks, 
imports, exports) / 
hours 

40 hours 
/ week 

30 hours / 
week 

Efficiency of accounting 
reports on production and 
stocks 

3 Accounting notes 
(amortization, 
advance expenses/ 
revenues, financial 
revaluation)/ hours 

16 hours 
/ month  

4 hours / 
month  

Automation of accounting 
records 

4 Permanent evidence 
of actual and 
scriptural stock 

8 hours / 
year 

6 hours / 
year 

Reducing the time of stock 
inventory (flashing inventory) 

5 Verification of the 
correctness about the 
reports issued by 
ERP system 

8 hours 
/month 

10 hours/ 
month 

The time allowed to verify 
the reports has increased 
due to the new features and 
complexities of the ERP 
system compared to the 
classic accounting system 

 
4. Conclusion  
In this article, an ERP research model was presented. Performance was an important 
factor in terms of working time on which we reported in this paper. An advanced 
computer system improves working time and increases the added value on human 
capital. In the specialized literature there is the correlation between human and 
structural capital, and by this article we wanted to demonstrate the influence of the 
information system in human capital through working time. Both analysed elements 
have an impact on the company performance. We can say that the integrated ERP 
system improves working time, but at the same time it involves higher costs than a 
normal accounting system. The implementation of an ERP system is the attention of 
the company management on the efficiency of the production, bringing added value by 
human capital, and all these forms are found in the performance of the company. Time 
is one of the most important elements in achieving the set objectives, and finding new 
solutions, opening up to new implementations makes the company perform. The direct 
connection for the information systems- working capital and performance, is certainly 
time. In the near future research, we also want to analyse the costs of implementation 
and an ERP system. 
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Abstract: In last decades, climate and environmental changes had led to financial 
implications that implied a new approach from the economic and fiscal perspective. 
Given this fact, companies and public institutions have begun to move towards a 
sustainable economy. Most of the Romanian companies have a level low awareness 
of environmental issues. They are motivated mainly by the need to comply regulations 
regarding their practice environment and are generally motivated in their choices by 
the profit they are making using low costs. Our country realizes among the smallest 
receipts from environmental taxes like percentage of GDP, both at the general level 
and the three particular groups: taxes on energy, taxes on transport and pollution 
taxes and use of resources. With other words, I consider that even if we are doing 
small steps towards a green economy, the finance part is still a stepping stone. 
 
Keywords: green finance; green economy; green taxes; environmental; sustainability; 
sustainable economy 
 
JEL classification: A14 
 
 
1. Introduction 
Lately, both individuals and companies have become increasingly concerned about the 
environment. Given this fact, they have begun to investigate from different 
perspectives the socially and economically impact. However, at present there is no 
generally accepted definition, especially since various studies and development 
programs have been carried out. In this sense, in the first part my objective was to 
conceive the study based on the specialized literature where I surprised a supportive 
framework in which I indicate the principles underlying the green finance as well as the 
limits that constrain them.In addition, I emphasize how important is the green part in 
the finance, due to the lack of information and literature that is shown. In the second 
part, I made an analysis of the 3 major categories of environmental taxes and showed 
their share in the GDP of Romania. The indicators were calculated by reporting the 
revenues from millions of euros to the gross domestic product. Also, I tried to create a 
portrait underlining the fact that this area is quite new, and the lack of information and 
research, gradually led to a decrease in the revenues from these taxes. 
 
2. Literature review 
Green finance is a new stream that links the business world to the environment. 
However, the integration of taxes that come from environmental protection in the loss 
or profit of companies becomes a controversial topic. Although green finance is a 
mutually accepted concept, they individually imply a different set of principles and 
values. As Wang & Zhi, also stated, green finance is on a stage with a strong influence 
from several actors. Here we can include both consumers and producers, on one 
hand, as well as investors, public institutions and lenders. In other words, each actor 
perceives differently the application of green finance. All the more so as they can make 
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their mark either through financial benefits or through a desire to slow down the 
destruction of the planet (Wang & Zhi, 2016). 
Although there is a lot of definitions of green finance, there is currently no generally 
accepted approach. Researchers at International Finance Corporation consider this a 
launching pad, as a wide range of characteristics from each sectors of activity must be 
considered and of course the level of development of each country. This system is 
based on a pyramid structure and focuses on low-income countries (International 
Finance Corporation, 2013). 
On the other hand, some authors argue that the main objective of green finance is not 
only to achieve a sustainable economy but also to protect biodiversity (Höhne, Khosla, 
Fekete, Gilbert, 2012). 
In the attempt to define the concept of green finance, the European Commission has 
prepared a report which tried to establish some accepted principles and limits. Thus, 
three components were taken into account: green bonds, green lending and green 
equity investment. A project can be assigned the notion of green only if it is in 
accordance with the Principles of Green Links. Their character implies the agreement 
of external reviewers who have made certain verifications regarding the likelihood of 
environmental impact. Finally, according to a predetermined scheme, they receive 
certain certifications recognized by the Green Bond Principles and Climate Bonds 
Initiative (Kahlenborn, 2017). 
 
3. The share of the main categories of environmental taxes in Romania's GDP 
The research was carried out starting from the central objective, namely the 
investigation of the share of the receipts from the environmental taxes in Romania's 
GDP. In order to achieve the proposed research objective, we selected from the 
Eurostat database the necessary information and then transposed them into a graphic. 
First of all, in order to analyze the share of revenues from environmental taxes in GDP, 
we will establish the time period over which our study extends, more precisely 2000-
2017. Then we will point out the dynamics and the main causes that led to the increase 
or decrease of the receipts. The indicators were calculated by comparing the receipts 
from millions of euros to the gross domestic product. 

 
Figure 1: Environmental taxes in Romania's GDP 
Source:  (Eurostat, 2019) 
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Analizing  Figure 1 we can get an overview of the situation. From here, it turns out that 
between 2000-2003, energy taxes and pollution taxes show an increase, while 
transport taxes have decreased. 
The beginning of the 21st century made a promising start in terms of energy tax 
receipts that reached in Romania in 2000 a percentage of 2.98%, decreasing in the 
following year to 1.92%, respectively 1.73% in 2002. while pollution taxes represented 
0.23% of GDP in 2000, decreasing in 2001 to 0.18% of GDP so that in 2005 it would 
reach 0.09% of GDP. 
A series of global economic shocks have triggered the slowdown in development since 
2000, and the year 2003 has not been without additional disturbances on a global 
scale. The variables of macroeconomic prices, such as the real costs of labor and the 
inflation of consumer prices, adjusted slowly, have led to a weak growth and a 
deterioration of the conditions of the labor market (EUROPEAN ECONOMY, 2003). 
The major fluctuations started at the end of 2007 and were strongly felt in 2008. Thus, 
revenues from energy taxes decreased from 1.65% of GDP in 2007 to 1.34% in 2008. 
The receipts from pollution taxes show a dramatic decline from 0.08% of GDP in 2006 
to 0.01% of GDP in 2008. Moreover, receipts from transport taxes have maintained a 
constant trajectory of 0.34% between 2007-2008, after which they showed a slight 
decrease to 0.27% of GDP in 2009. Since 2009, revenues from energy taxes have 
gradually increased to 2.17% of GDP. Regarding pollution rates, we were provided 
data only until 2008, and then the value of 0.01% of GDP remained in 2010 and 2012, 
respectively. Last but not least, the transport charges, starting with 2008, showed slight 
decaying oscillations. The sharp decline occurred between 2016-2017 from 0.24% to 
0.14% of GDP. According to the report on the analysis of environmental taxes 
Romania records in terms of revenues from green taxes as a percentage of GDP 
between 1999-2007, we have the largest decline among the 9 post communist EU 
member countries. (Tudor, 2011) 
   
4. Conclusions 
The level of the environmental taxes has a fundamental effect in the daily decisions of 
the people, starting from the mode of energy supply we are choosing, to the type of car 
we use, respectively to the materials chosen in constructions. On a more important 
scale, influenced by the GDP it is felt in pollution quotas, tariffs for the environmental 
services and incentive destined to the economic activities. From this point of view, the 
limits of the research were given by the transparency of the data and the lack of 
information about the measurements of the resources. 
First of all, I will point out the fact that energy taxes have the biggest share in the 
environmental taxes. They are exponential bigger than the transport taxes or the 
pollution taxes. The main reason is the fact that they are more measurable. Moreover, 
even if transport taxes have a small share they keep up a straight line compared to the 
pollution taxes. 
In conclusion, we can note that the highest share of environmental taxes in GDP is due 
to energy taxes, followed by transport taxes and pollution taxes. The maximum was 
registered in 2000 with 2.98% of the energy taxes, and the minimum was recorded with 
0,1% by the pollution taxes for several consecutive years. However, we can say that 
their share compared to other EU countries is extremely low. This means that the lack 
of information and awareness of the importance of green finance affects Romania's 
economy. In the future, I'm willing to go deeper into the revenues of this three 
categories of taxes and to analize each of them separately. More, I will try to make a 



315 

 

difference between revenues collected from public institution and private institution. 
With other words, I hope to contribute to the development towards a green economy.  
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Abstract: Performance audit (PA) is a method of evaluating financial performance in 
public administration in many countries, as well as in Romania. It is often characterized 
by words such as efficiency, effectiveness and economy. However, the specialty 
literature takes into account a much wider variety of characteristics. This paper first 
presents the history of the definitions of performance/performance audit and concludes 
that so far both performance and performance audit have been defined in ways that 
lack clarity. The paper presents the essential qualities of a good performance audit and 
the current situation in Romania in this field. Is performance auditing required in the 
public sector? Certainly yes, because the financial performance of public entities is 
becoming more and more important. 
 
Keywords:performance, economy, efficiency, effectiveness, performance audit, public 
sector, state and local government 
 
JEL classification: A1; G2; H1; H7.   
 
1. Introduction 
This work is referred first to the improvement of the financial performance of public 
sector entities in Romania through performance auditing. 
Public entities provide important services, such as medical services, education, 
transport and justice. Their financial performance affects the quality and cost of 
services. The comparisons between the different countries underlined that the quality 
of the services provided by the public entities has a significant effect on the national 
welfare. Creating and measuring performance within public sector entities has also 
become a priority in the Romanian public sector. The limited resources force the 
Government to have greater control over the use of public funds. 
 
2. Methodology of scientific research 
The methodology of the scientific research of this paper was realized through a review 
of some approaches, ideas and opinions regarding performance / performance audit. 
In combination with the critical analysis method of publications and various articles in 
international literature, I also used the analysis of annual reports prepared by the 
Romanian and by the European Court of Accounts. The main objective of this research 
is to emphasize the importance of performance audit in the public sector in Romania 
and to present the essential qualities, which a good performance audit must carry out. 
The paper concludes with issues for further investigations. 
 
3. Literature review 
The literature treats differently the concept of performance and the concept of 
performance audit. 
Performance means progress, effort, it means doing always the best(Bourguignon, 
1995). Peters & Waterman (1982) approach the entity's performance through social 
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performance. Thus, performance is assimilated to excellence, which is based on four 
determinants, efficiency, social identity, achieving goals, reputation / fame. 
Rudman (1995) states that performance is a process by which an entity tries to 
achieve its goals. Alzarad&Sépari (1998) consider that performance implies a global 
view of interactionsbetweeninternalandexternalindicators, quantitative, 
technicalandhumanindicators, physicalandfinancialindicators of management. The 
above approaches emphasize that performance in the public sector is important, 
complex and difficult to define, but we can see that performance is defined according 
to how the entity's resources are used to achieve the proposed objectives. 
Those in the opposition propose measuring performance using indicators.Stewart & 
Walsh (1994), suggest measuring performance in public sector entities through a set of 
indicators. Thus, Likierman (1993) considers that performance indicators in the public 
sector are valuable managerial instrument if used properly. 
The measurement of performance through „the three Es”, economy, efficiency, 
effectiveness, a new paradigm in the public sector, appeared in 1982, under the name 
of „value for money". Jones & Pendlebury conclude that economic measurement is 
relative and usually refers to inputs. In opposition, Rudman (1995) states that focus is 
on inputs related to outputs and proposes the completion of economic measures with 
efficiency and effectiveness measures, arguing that economic measures are not 
sufficient to measure economic performance. Stewart & Walsh (1994) address the 
issue of performance assesment within public sector entities, depending on the political 
perspective, emphasizing that these entities are owned and controlled by the 
Government. 
When it comes to performance audit, we must also mention the authors Pollit and 
Summa. The public sector audit, described by Pollitt and Summa (1999: 1) represents 
„ oneof theoldestandmostvenerable state functions”.Another interesting element is that 
not all Supreme Audit Institutions in developed countries carry out performance audit in 
the public sector, such as Denmark, Greece, Italy, South Korea or Spain (Barzelay, 
1997). „The three Es” of efficiency, economy and efficiency remain a common basis in 
defining the PA as Parker concludes (1986), together form the „generally accepted 
conceptual definition”.However, there are some problems associated with „the three 
Es” which serves as the basis for PA definition. First, not all performance audits involve 
all three Es. For example, some have focused on economy and efficiency, but not on 
effectiveness, while others investigate the three Es only when they actually focus on 
the procedures(Pollitt și Mul, 1999;Flesher&Zarzeski, 2002). 
 
4. The essential qualities of a good performance audit 
The performance audit process comprises three phases, planning, execution and 
reporting. In order to guarantee as much as possible, the success of a performance 
audit, all three phases must have certain qualities. To establish a framework to enable 
prepare high quality audit reports and in a timely manner, as well as to avoid any 
unnecessary activity, the performance audit must be carried out using the SMARTEST 
approach, as follows: 
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Figure1: The essentialqualities of a good performance audit 
Source: Author’sworkbased on the Performance Audit Manual (2017) of the European 
Court of Accounts, pp. 24 
 
5. Performance Audit in Romania 
In Romania, the Court of Accounts is the Supreme Audit Institution, which based on 
the Law on the organization and functioning of the Court of Accounts, exercises the PA 
of the use of the financial resources of the state and of the public sector. The PA is 
performed based on its activity program, both at the end and during the implementation 
of the verified projects, programs, processes or activities. According to national 
legislation, the Court of Accounts submit to Parliament and to the deliberative public 
authorities of the administrative-territorial units, reports about the use and the 
administration of public funds in accordance with the principles of legality, regularity, 
economy, efficiency and effectiveness. The specific activity is performed on the basis 
of the audit procedures, contained in the Court's regulation and in its own audit 
standards, developed and approved by it. The Court of Accounts own auditing 
standards are developed in accordance with the International Standards of the 
Supreme Audit Institutions (ISSAI). 
In 2018, the Court of Accounts carried out 30 performance audit missions in the areas 
considered priority, at a number of 104 entities in the fields of social assistance, health, 
environment, transport, economy, education, culture and public administration. 
 
6. Conclusion 
In Romania, the Court of Accounts seeks to promote accountability, fairness and best 
practices in the efficient management of public resources, in order to strengthen the 
financial management and reports to Parliament on how the public resources were 
used in the expired budget year. Recommendations made through the performance 
audit by the Supreme Audit Institutions must be the instruments for public entities, by 
which these entities improve its own financial resource management activity in the 
public sector. Recommendations made through the performance audit have to bring 
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added value in terms of financial management and have to increase the degree of 
citizen’s satisfaction. 
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Abstract:The foundation of an adequate policy of balancing the local budgets for 
Romania imposes the necessity to respect some basic principles in achieving the 
financial and administrative decentralization. In this paper the author presents 
important aspects of local autonomy seen through the lenses of decentralization. In the 
analysis of financial decentralization it is very important both the way in which the 
entrustment of responsibilities is made and the allocation of the sources of income to 
the local public administration. At a stage where multiple researches have already 
been undertaken regarding the process of financial decentralization, in Romania, the 
risk of adopting measures without professional and updated evaluations related to the 
impact of public policies on this topic is considerable high. Any process of 
decentralization of services is closely linked to the decentralization of financial 
instruments and techniques and without a financial autonomy one cannot speak of a 
real autonomy of local communities regardless of the level on which they are located. 
 
Keyword: budget balancing; Hutner’s coefficient; local budget; 
 
JEL classification: H60, H61, H69 
 
 
1. Introduction 
Financial decentralization represents the transfer of responsibilities and resources to 
the local authorities in order to register the highest quality and quantitative level of the 
services provided in the interest of the population, based on the principle of bringing 
public services closer to the citizens, using the method of entrustment and the method 
of income sharing. In other words, the financial decentralization tries to ensure the 
necessary balance between the resource portfolio of each public authority and the 
necessary expenditure for the services provided in the interest of the population. 
Balancing local budgets is based on the principle of balancing needs with resources. 
The ideal balancing model is identified by the equality between the needs (the 
expenses) of the local authorities and the total resources, consisting of balancing 
amounts, broken down quotas and own incomes. When the ideal balancing model is 
not reached, balancing grants are implemented that fall into 2 broad categories: 
conditional grants which, from the perspective of local authorities, to a small extent 
meet the preferences of consumers, limiting local autonomy and unconditional grants, 
which finance the needs real taxpayers, which are used to reduce vertical and 
horizontal imbalances. 
The model of budget balancing adopted in Romania is represented by the financial 
decentralization according to the model of Central and Eastern Europe, the 
responsibilities being transferred and only then the resources. Therefore, we are facing 
the emergence of pressures on local budgets, the responsibilities transferred 
exceeding the allocated resources. This situation, often encountered in Romania, is 
solved by the allocation of conditional or unconditional grants to local communities, 
once the annual budget law is approved. 



321 

 

2.  Financial imbalances 
The imbalances that determine the use of the grants are classified in their turn into 
vertical imbalances and horizontal imbalances.  
The degree of financial dependence of the local authorities signifies the weight 
between the quotas and the amounts deducted from the income tax, with  the amounts 
broken down by VAT, as well as budget transfers received by the local authorities from 
the state budget or other budgets and the total revenues of local budgets. 
The vertical imbalance manifests at the territorial administrative unit level and 
represents the situation in which the transfer of responsibilities entrusted to the local 
administration exceeds the financial capacity.The measurement of the vertical 
imbalance is calculated using the Hutner’s Coefficient which indicates the degree of 
financial dependence of the local authorities to the level of the central authority. The 
Hutner coefficient (CoH) is calculated according to the relation: 

CoH = 1- 
��d��� ���d�  �� ��� d��������( �� ��dc� c�������������c� �������� �� ��dc� c����������  (See Bolos M.I., p. 81) 

If the value of Hutner's coefficient approaches to 1, it results in a low level of imbalance 
and high financial autonomy.If the value of Hutner's coefficient approaches to 0, it 
shows a high level of imbalance and low financial autonomy. 
 
3. Case study: Romania 
In Romania, the value of Hutner's coefficient shows a downward trend, indicating an 
increasing vertical imbalance and reduced financial autonomy, thus increasing the 
pressures on the balances of local budgets. 
In 2018, the county with the highest financial autonomy was Calarasi, being succeded 
by the capital of the country, Bucharest.On the opposite side is situated Galati county 
and Dambovita county, registering a low financial autonomy. (See Table 1) 
 
Table 1: Hutner’s Coefficient calculation for each county of Romania (including the 
capital – Bucharest) for 2018 -  thousand lei       
County 
Col 1 

Sums 
allocated 
from the 
quotas 
deducted 
from income 
tax to 
balance the 
local 
budgets 
Col 2 

Sums 
deducted 
from VAT to 
balance the 
local 
budgets 
Col 3 

Transfers 
and grants 
from the 
state 
budget 
Col 4 

Total 
expenses 
Col 5 

Hutner’s 
Coefficient 
Col 6= 1- 
(Col 2+ 
Col 3 + 
Col 4) / 
Col 5 

ALBA 16,346.00 33,172.00 98,439.00 380,247.00 0.61 
ARAD 20,411.00 0.00 81,153.00 293,205.00 0.65 
ARGES 29,507.00 20,003.00 148,480.87 485,182.11 0.59 
BACAU 17,305.00 127,341.00 174,781.00 554,494.90 0.42 
BIHOR 23,249.00 61,126.00 145,274.20 431,709.96 0.47 
BISTRITA-NASAUD 9,148 26,805.00 192,825.00 434,476.00 0.47 
BOTOSANI 8,539.00 77,512.00 78,183.00 248,579.50 0.34 
BRASOV 33,370.00 9,335.00 103,903.52 476,822.81 0.69 
BRAILA 9,950.00 15,468.00 117,968.27 347,221.38 0.59 
BUZAU 12,765.00 51,170.00 62,594.62 398,312.76 0.68 
CARAS SEVERIN 7,588.00 30,168.00 97,160.85 214,405.32 0.37 
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CALARASI 0.00 3,542.00 898.00 113,638.00 0.96 
CLUJ 46,898.00 69,134.00 64,262.35 982,731.70 0.82 
CONSTANTA 32,420.00 43,082.00 143,815.12 585,800.90 0.63 
COVASNA 6,840.00 0.00 56,683.00 155,800.47 0.59 
DAMBOVITA 12,587.00 78,908.00 227,577.00 416,233.00 0.23 
DOLJ 21,940.00 67,309.00 112,890.00 479,069.00 0.58 
GALATI 17,109.00 76,537.00 129,299.50 253,569.36 0.12 
GIURGIU 6,409.00 54,225.00 46,586.00 157,806.00 0.32 
GORJ 11,874.00 34,953.00 117,879.18 276,146.89 0.40 
HARGHITA 10,933.00 56,641.00 78,932.50 282,971.82 0.48 
HUNEDOARA 15,543.00 39,998.00 116,813.00 281,621.86 0.39 
IALOMITA 6,580.00 15,081.00 97,025.00 229,573.00 0.48 
IASI 30,934.00 23,143.00 222,535.41 644,091.78 0.57 
ILFOV 36,480.00 0.00 41,552.00 206,152.00 0.62 
MARAMURES 14,130.00 88,104.00 85,740.00 387,643.40 0.52 
MEHEDINTI 6,968.00 63,498.07 146,597.22 319,775.38 0.32 
MURES 21,600.00 63,889.00 155,968.00 907,307.00 0.73 
NEAMT 11,347.00 0.00 140,179.00 416,112.00 0.64 
OLT 11,540.00 61,347.00 160,991.00 364,360.00 0.36 
PRAHOVA 30,657.00 11,753.00 181,420.00 556,278.00 0.60 
SATU MARE 11,814.00 52,636.00 308,192.00 488,648.00 0.24 
SALAJ 6,751.00 12,112.00 90,354.47 250,086.00 0.56 
SIBIU 23,837.00 3,250.00 115,519.46 388,739.52 0.63 
SUCEAVA 15,305.00 102,761.00 201,579.67 536,142.53 0.40 
TELEORMAN 7,527.00 51,150.00 66,123.00 194,324.00 0.36 
TIMIS 47,230.00 21,472.00 131,691.00 428,032.00 0.53 
TULCEA 7,093.00 0.00 53,678.00 222,622.00 0.73 
VASLUI 7,995.00 116,656.00 92,385.28 389,078.54 0.44 
VALCEA 10,967.00 58,838.00 130,239.91 304,429.67 0.34 
VRANCEA 8,259.00 33,067.00 133,469.00 361,157.00 0.52 
BUCURESTI 91,302.00 5,160.00 467,500.35 6,134,959.00 0.91 
Source: Author’s elaboration based on data from the general budget of the territorial 
administrative units 
 

 
Figure 1: Graphic representation of the budgetary imbalance for each county in 
Romania, for 2018 and 2003 
Source: Author’s elaboration based on data from Hutner’s Coefficient calculation 
(Bolos M.I., p.709) 
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In 2018, the national average of the Hutner’s coefficient is 0,52 which means an average 
level of financial autonomy. Chart 1 shows the major discrepancies between the financial 
dependence of each county in 2018. In 2003 it can be observed that, although the Hutner’s 
coefficient at national level is still close to the average (0.47), there is no such high 
discrepancy in the county level, showing a higher balance and an equality between 
counties than in 2018. Therefore, there is a significant financial control of the central 
authority over the local entities. 
 
5. Conclusion 
Given the knowledge of the basic notions for reducing the financial imbalances and the 
existing budget balancing models, I think that an analysis of the present values of the 
vertical and horizontal imbalances at the different regions of the country could be of 
interest, especially since the trends have been towards increasing financial imbalances. A 
correlation with the situation in other European countries would also be useful in order to 
bring about improvements in the methods of budget balancing applied. 
In view of the unfavorable results registered in Romania, it is appropriate to seek solutions 
for entering into an upward trend and trying to reach, ideally speaking, the ideal model of 
budgetary balance. 
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Abstract: This paper will cover the necessary information concerning the financing 
activities of innovation research and development programs. For this aspect, the Horizon 
2020 programme will be analysed, the biggest European Research and Innovation 
Programme, based on funds that consist of nearly €80 billion obtained for the years of: 
2014-2020. The funding aspect of Horizon 2020 is particularly important because it helps 
the programme to properly distribute the amounts of money to the required sectors, in 
order to further develop that specific field or technology. Also, the paper will analyse the 
impact of the Horizon Programme on countries like Germany, Poland and Romania in 
order to evaluate the improvement of this project on the well-being of the countries 
mentioned above. Thus, the research question of this article is: which of the three 
countries: Germany, Poland or Romania managed to take the most benefits out of the 
Horizon 2020 programme’s resources? 
 
Keywords: Research, Development, Innovation, Horizon 2020 programme. 
 
JEL classification: O21; O31; O32. 
 
1. Introduction and Background 
It has been shown that innovation is responsible for developing new products or 
technologies that are useful for the society, by implementing a revolutionary idea that 
creates value for the companies, customers or even different countries.  
Based on this starting point, Horizon 2020 is a financial instrument and also the biggest 
European’s Research and Innovation programme with available funds covering about €80 
billion of the expenses used for world-firsts and discoveries for the duration of 2014-2020. 
The aim of the project is to drive economic growth by using three key pillars: industrial 
leadership, excellent science and social challenges in order to achieve and sustain 
Europe’s global competitiveness; and also to guarantee world class science. (European 
Commission, 2013) 
In consequence, this paper also wants to analyse the implementation of the Horizon 
programme, in a developed country such as Germany, a medium developed county such 
as Poland and a lower developed country like Romania, in order to see how the research 
and development programs can help to improve new technologies.  
Therefore, this article wants to find the answer for the research question: Which of the 
three countries: Germany, Poland or Romania managed to take the most benefits out of 
the Horizon 2020 programme’s resources? 
 
2. Research methodology and literature review 
The methodological approach used for this paper, will mainly consist of secondary 
research, elaborated from academic journals, books and online websites. The main 
sources used to develop this article are based on the reports created by the European 
Commission and European Union, which properly describes the Horizon 2020 profiles for 
the three countries that are analysed in this paper: Germany, Poland and Romania. 
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The method of secondary research has been chosen in order to provide a well-defined 
academic background for the paper and eventually to deliver the answer of the research 
question. Also, the qualitative research method is applied, by using observation and 
comparison methods that will help analysing the case studies of the three countries. In the 
annual European Innovation Scoreboard 2019 report, developed by the European Union, 
a well presented comparative assessment of the research and development efficiency of 
the European Member States is presented by showing the countries research and 
innovation systems, also mentioning their strengths and weaknesses. This report is 
important because it helps lower developed countries to concentrate their efforts, in order 
to increase their development process. 
 
3. Horizon 2020 Programs developed in Germany, Poland, Romania 
It is well known that researchers have previously studied a wide range of industries within 
Europe and also around the world to come out with solutions to a broad variety of 
challenges. By doing so, people’s lives were improved, the environment was protected 
and the European industry has become more competitive and sustainable. (European 
Commission, 2014)Therefore, the following sub-chapters will show the latest featured 
projects that were successfully implemented in three main countries: Germany, Poland 
and Romania. 
3.1 Programs developed in Germany 
The Horizon 2020 country profile for Germany featured the following projects: facilitating 
public procurement of bio-based innovation - by producing a handbook to support a turn 
towards a better sustainability; new drugs that can reduce the risk of stroke happening - 
by testing new anti-blood clotting treatment for patients that suffered from a brain 
haemorrhage; tailoring smart homes to senior and the disabled - by creating a voice 
controlled, hands-free system for smart homes to improve the everyday life of disabled 
people and nevertheless the sensor that thinks for itself, being a new type of biomedical 
sensor that works based on artificial intelligence.(European Commission, n.d.) By 
developing these projects, it has  been shown, that Germany has obtained a number of 
77837 organisations applying for Horizon 2020 programme, having nearly 14 630 
participants accepted in the programme, from which the success rate proved to be 
14,90%.  
3.2 Programs developed in Poland 
The Horizon 2020 country profile for Poland developed the below recent projects: non-
invasive microscopic bio-imaging - by implementing an innovative optical-imaging method 
for biomedical applications for instance for eye diseases or diagnosis; more sustainable 
approaches for production and consumption - by increasing recycling methods and by 
cutting the waste, and lastly but not least Poland has also developed one programme that 
is preparing Europe’s emergency services for a warmer future - by developing the 
emergency services such as fire-fighters or ambulances in order to help the first 
responders to improve their equipment and coordination. (European Commission, n.d.). 
Poland has shown a total number of 13221 applications to the Horizon programme, with 
final 1920 participants in the project, having a successful rate of 12,13%.  
3.3 Programs developed in Romania 
When considering the Horizon 2020 country profile for Romania the programs that were 
developed are the following: bio-energy villages by installing biomass-based district 
heating systems that relies on reducing the fossil fuel. Another program developed was 
the supra-molecular solutions for gene therapy by applying the insights of supra-molecular 
chemistry to biomedical applications. Also the new processes for safer medicines were 
developed for having more effective medicines. 
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Lastly, the programme of putting smart-phones at the centre of online security was 
developed by launching a smart phone-centric authentication platform which safely 
connects  all online accounts with their user’s identity. By doing so, this system is helping 
the society to protect against hacking possibilities and also to increase confidence in 
online commerce. (European Commission, n.d.) Eventually, Romania has noted a total 
number of 7092 organisations applied for the Horizon 2020 project, with 1067 active 
participants accepted in the programme, nevertheless showing a 12,15% success rate.  
 
4 Research results  
Based on the previous chapter, the answer for the research question: Which of the three 
countries: Germany, Poland or Romania managed to take the most benefits out of the 
Horizon 2020 programme’s resources? will be detailed in the following paragraphs. 
Firstly, it has been shown that Germany is a strong innovator, because its performance 
indicator has maintained a high level starting from 2011 until 2018. Germany’s strongest 
innovation dimensions are intellectual assets, firm investments and innovators, while 
human resources and attractive research systems represent the weakest innovation 
dimensions. Secondly, Poland was ranked as a moderate innovator, because over time, 
its performance has increased relatively compared to 2011. Their strongest innovation 
dimensions are: innovation-friendly environment and employment impacts have the 
highest effects, while the lowest innovation dimension is the attractive systems and 
linkages. Thirdly, Romania has been ranked as a modest innovator. Over time, Romania’s 
performance has decreased relatively compared to 2011, but afterwards starting from 
2015 its performance started to increase. Also, while the innovation-friendly environment 
and the sales impact are the strongest innovative dimensions, firm investments and 
human resources are the weakest. All the three performance indicators of Germany, 
Poland and Romania could be seen in the figures below. 

 
Figure 1: Performance indicator Germany      

 
Figure 2: Performance indicator Poland 

 
                                        Figure 3: Performance indicator Romania 
Source: European Union, (2019). European Innovation Scoreboard 2019. Luxembourg: 
Publication Office of the European Union, p.47,63,65 

Consequently, the answer to the research question is that Germany benefits the most of 
the Horizon 2020 programme, because their participation number is 14392 (13,55% of EU 
total), they received funding of 7,03B (16,79% of EU total), being on 4th place in R&D 
intensity ranking and their success rate is 14,99% (11,98% of EU average) being the 
strongest innovator compared to Poland (participation number = 1386; funding 339M; 20th 
place on R&D intensity ranking; success rate=12,19%) and Romania (participation number 
1042; funding 189,2M; 28th place on R&D intensity ranking; success rate = 12,16%). 
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4. Conclusions 
To conclude, in this paper it has been shown that the aim of Horizon programme 2020, 
was to create the proper framework conditions for ensuring growth and competitiveness. 
As shown in the figures above, Germany achieved the most out of the Horizon 
Programme compared to Poland and Romania. Thus, as a suggestion for further 
research, the lower developed countries such as Poland and especially Romania should 
take the example of Germany in order to develop and achieve their level of 
competitiveness or even higher levels. For this, Poland and Romania, should firstly try to 
invest in their applications number, which eventually would increase their success rate 
and secondly, they should keep their research initiative at least at a constant scale in 
order to promote creation of new projects.  Also, it could be observed that the health 
industry was widely research in all the three countries, which shows a clear benefit in this 
industry, and as a recommendation, researchers should also investigate the new trends in 
informatics science that could highly improve people’s productivity (Galsworthy and 
McKee, 2013). As a prediction for future, more development and innovation projects will 
be needed, because this generation of information, demands more exploration, thus 
research will be one of the most important tasks in the society. (Jain, Triandis and Weick, 
2010, p. 20) 
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Abstract: In this article we explore the financial decision in technology transfer entity. 
These financial decisions follow the productive potential of the technology transfer entity 
(TTE) as an element that generates innovation. We also explore the evolutions and trends 
in the field of research of TTE. The technology transfer entity must have an extremely strict 
financial discipline regarding the behaviour in the field of financing, namely: for the long-
term financial balance to be as strong as possible, it is important that most of the fixed 
capital (investments) are covered with equity. Thus, the risk will be mitigated and 
shareholders will be offered a higher degree of security and the financiers a higher degree 
of credibility. 
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1.Introduction 
According to the concept of the well-known American expert and professor in the field of 
management Herbert A. Simon, the elaboration or creation of the managerial decision is 
synonymous with the entire management process. Thus, the components of the financial 
decision-making process within the technology transfer entities (TTE) are: conception, 
design, choice and implementation. The concept stage consists in the definition of the 
problem, and an important point is the classification of the problem. Extremely consistent 
and marked, the design stage involves the creation, development and analysis of possible 
financial risks (Scarlat, E., Bolos, M.I. and Popovici, I. F. 2011) and includes: - 
understanding the problem, - generating solutions, - testing the feasibility of the solution. 
The fundamental problem is represented by the financial modeling which in turn 
determines the conceptualization of the problem and the abstraction towards a numerical 
model. The choice stage involves finding a solution to the numerical model. However, 
solving a model is not the same as solving the problem that the model represents. The 
solution of the model leads to the recommendation of the solution of the problem. If the 
recommended solution is successfully implemented, then the problem can be considered 
as resolved. When the proposed solution seems to be the most reasonable we are ready 
for the final stage, the actual implementation.  
 
 
2.Methodology 
The methodological approach to this paper is a literature-review of the most relevant and 
the most citated papers in the field emphasizing their significance.  
 
 
3.The Financial Decision-Making Process 
Within the TTE, the financial decision-making process is the final product of the 
management process carried out within the financial actions taken according to the object 
of the technology transfer. The financial decision, like the other types of decisions in the 
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TTE (economic, technical, organizational), is the result of a complex decision-making 
process, which includes the stages of knowing the financial reality, in the form of the 
phenomenon and the financial actions required by the economic and social activities in 
entity and from the economy, as well as the stages of learning the optimal solution, which 
will be the content of the decision and will be realized in the context of the process of 
execution of the financial program. The financial decision is a rational process of choosing 
the best financial solution that will generate the effective use of the financial resources so 
that the entity obtains a higher profit. Financial decisions must meet the following 
objectives: to be statistically substantiated, to be correlated with a market analysis, to be 
adopted by competent persons, to be precise and succinct, to be adopted and announced 
in a timely manner. 
The hierarchy of the financial decisions of the TTE can be made according to several 
principles, as follows: 1) by purpose: strategic decisions, tactical decisions, operational 
decisions; b) according to the nature of the activities that generate the financial flows: 
investment decisions, with direct influence on the structure of the assets of the company, 
so on their degree of liquidity, financing decisions that determine the structure of the 
liabilities and exerts changes in the degree of liability of the liabilities and in the cost of 
capital, profit sharing decisions that influence the way the dividends are distributed, having 
direct implications on investments and self-financing. 
 
 
4.Long-Term and Medium-Term Financial Decisions  
The foundation and adoption of managerial financial decisions involve decisions on long-
term capital placement and the efficient use of fixed capital, decisions on working capital 
and decisions on medium-term financing. The decisions regarding the values in research 
and development include the decisions regarding the short-term achievements, the 
optimization and definition of the financing policy, the management of the results portfolio. 
The decisions regarding the financial liquidity of the TTE refer to the margin of safety of the 
cash availability and the assets of the entity. The decisions regarding the financing of a 
research - long-term innovations include the decisions regarding the creation of own 
capital, the constitution of the social capital, the establishment of financial reserves, the 
policies of long, medium and short term debt and the policies of dividends and self-
financing. The decisions regarding the fixed capital refer to the procurement and 
maintenance of the necessary infrastructure to ensure the technological flow necessary to 
realize the research - innovation. The financial decisions aim at the purpose of the 
research - innovation, the financial return of the innovation and the expected profit. Any 
research-innovation project is absolutely necessary to be financial evaluated: profit 
analysis, net present value and internal rate of return. 
The importance of these decisions is generated by the concrete way of using the capital 
included in assets without which the TTE cannot function. These financial decisions follow 
the productive potential of the TTE as an element that generates the size of the exits from 
the system, to create innovation.  
The decisions regarding the working capital refer to the sizing of the circulating assets 
meant to ensure the substance and the continuity of the research-development-innovation 
process. They must integrate the minimum need for capital. Their main feature is that it is 
in opposition to the economic and technical decision promoted by other departments in the 
technology transfer entity, provoking the permanent confrontation of the financial decision 
of this type with the economic and technical decision during the course of the technological 
transfer activity. Decisions on the long-term financing of the TTE are decisions that 
concern the functioning of the TTE in terms of solvency and long-term financial balance. 
They are financial decisions and have major implications on the management of the entity, 
its market strategy and are a factor in increasing efficiency. They also concern the 
opportunity to purchase capital, the reasonable cost of capital, the source of the capital. 
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These are directly related to the access to financing of the technology transfer entity, 
financial performance, access to additional capital resources on the market. These 
decisions do not physically concern the means affected by the research - innovation, but 
the capital structure, the financial structure, the debt policies, the profit distribution policies, 
the policies regarding the market value of the innovations. 
The fundamental principle in the financial decision-making process of the technology 
transfer entity, regarding long-term financing, is that of chronological equivalence. 
According to this principle, any capital investment in assets must be financed on the basis 
of a resource whose due period is equal to the duration of the investment's existence. In 
the case of the technology transfer entity, the resource is the innovation produced as a 
result of the research - development - innovation process. 

 
 

5.Evolutions and Trends in the Field of Research of Technological Transfer Entities 
According to the articles in the specialized literature studied, the financing of innovative 
enterprises is based in many situations on venture capital (Venture Capital - VC). Several 
relevant articles study the phenomenon both in the US and in the EU. We will review a few 
relevant articles pertaining to the United States. It is considered that the reforms initiated in 
1979 by the US Ministry of Labor (Department of Labor) had a very large impact on the 
raising of funds that would then be invested in innovation and technology transfer.  
Kortum and Lerner (2000) examine the influence that has venture capital on patented 
inventions in the United States. The study looks at twenty industrial areas over thirty years. 
The authors discover a direct causality between the increased activities of VC as a result 
of the 1979 reforms and the significant increase in obtaining patents. While the percentage 
of VCs in direct research and development activities averaged below 3% during 1983-
1992, the authors' estimates suggest that VCs from that period are responsible for over 8% 
of industrial innovations; a very good example regarding the efficiency of VC in research, 
development, innovation. 
Not all data match the results obtained in the above article. Thus, another interesting 
question is related to the precedence of VC investments on innovation, a question that is 
answered by Hirukawa and Ueda (2009). Public policy makers believe that the positive 
relationship between VC and innovation is sufficient evidence that VC stimulates 
innovation - the so-called "VC first hypothesis". This interpretation, the authors consider, is 
one-sided because there may be an inverse causality by which innovations induce VC 
investments - the so-called "innovation-first hypothesis". In the latter situation the 
emergence of new technology increases the emergence of new start-ups that increase the 
demand for VC investments. 
The causality between VC investments and innovation in the US manufacturing industry 
was analyzed using the increase of the total productivity factor (TFP) and the increase of 
the number of patents as a measure of innovation. By applying regressions it is observed 
that often and statistically significant, the increase of TFP is related to future investments of 
VC, which is consistent with the hypothesis that innovations induce investments 
("innovation-first hypothesis"). Few evidence has been found to support the hypothesis of 
initial venture capital investments ("VC-first hypothesis"). Even more surprising, the one-
year delay in VC investments is often negatively and statistically significantly linked to both 
the increase in TFP and the increase in the number of patents. 
The importance of VC investments in innovation is also recognized by the European 
Union. Promoting research and development (R&D) is one of the seven main goals of the 
EU 2020 Strategy, which aims to bring at least 3% of GDP to public and private R&D 
spending (European Commission, 2011). To secure funding in April 2018, the European 
Commission and the European Investment Fund (EIF) have launched a pan-European 
Venture Capital Funds-of-Funds the VentureEU program to stimulate investments in start-
ups and innovative scale-ups throughout Europe. Access to venture capital for innovation 
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plays an essential role. This type of capital has grown strongly in the US, but less so in 
Europe (Bottazzi and Da Rin, 2002). According to the authors, this is the first article 
evaluating VC in Europe and comparing it with the US, finding that the gap between the 
two continents is large and continues to grow. The first conclusion is that VC has helped 
companies to be born and overcome the constraints of traditional bank loans. The second 
conclusion is that these funds had a small impact on the ability of firms to attract private 
capital, to develop and not least to create jobs.  
As in the United States and the European Union, the question of direct causation between 
venture capital and innovation is raised. Geronikolaou and Papachristou (2012) find on the 
basis of empirical data that innovation in Europe is the one that creates the demand for 
venture capital. This finding is consistent with what is happening in the US. 
Launching a new product on the market involves not only new production costs but also 
involves working capital with which innovative companies pay their suppliers and workers 
until companies find new customers, new markets or become capable of generating 
liquidity.  
 
 
6.Conclusions 
The TTE must have an extremely strict financial discipline regarding the behaviour in the 
field of financing, namely: for the long-term financial balance to be as strong as possible, it 
is important that most of the fixed capital (investments) are covered with equity. Thus, the 
risk will be mitigated and shareholders will be offered a higher degree of security and the 
financiers a higher degree of credibility. The possibility of increased market access to 
additional capital resources needs also to be created. The networking capital must be 
optimally dimensioned because it mirrors the short-term financial balance, the prudence 
that the management team of the TTE demonstrates to avoid financial bottlenecks.  
The decisions regarding the net working capital of the TTE are in contradiction with the 
efficiency with which the resource is used representing the permanent capital, determined 
by the short-term capital cost. The financial market literature shows that, in general, the 
cost of short-term capital is lower than the cost of long-term capital.  
If operations with venture capital are made easier, if access to credit lines and credit 
guarantees are provided, these actions could complement direct and indirect support to 
reduce financial pressure on innovative firms in Europe. 
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Abstract: Capital market plays an important role in mobilizing resources, and diverting 
them in productive channels. In this way, it facilitates and promotes the process of 
economic growth in the country. The degree of development of a capital market can also 
give indications about the level of development of a country’s economy and can create a 
competitive advantage for that country. The paper tries to give evidence of the importance 
of the creation of the Capital Markets Union and special emphasis is put on the latest 
developments of the Romanian capital market and its recent upgrade status and the 
benefits of this achievement.  
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1.Introduction: 
Europe’s share of global GDP has fallen from 30% in 2007 to 23% in 20131.  Over the 
same period, Member States’ average ranking on the World Economic Forum’s Global 
Competitiveness Index has fallen from 34 to 38 out of 144.  Europe’s competitiveness on 
‘Financial Market Development’ has particularly suffered, with average rankings falling 
from 36 to 552.  Europe should therefore strive to improve competitiveness, a key driver of 
growth, and attract international investment which has also declined by €9.5 billion (13.5%) 
over the same period3.   
The European economy has seen a rapid decline in bank lending in recent years as a 
response to the banking crisis, leading to significant problems for businesses in the 
availability of bank credit. Compared to other major economies (such as the US), the EU 
relies much more heavily on bank loans as a source of finance, than other forms of non-
bank lending (such as venture capital, investment funds, business angels and family & 
friends). Whilst recent EU action had put in place a systematic approach to banking 
regulation (and there may be a case to review some of this regulation to ensure it 
remained relevant and proportionate), there had been little action on non-bank lending. 
There was significant potential to expand the role of capital markets in financing the 
European economy, compensating for retrenching banks and providing capital at 
competitive rates to businesses of all sizes. 
Capital Markets Union (CMU) was a major initiative in the context of a highly fragmented 
market in Europe, a European Commission’s flagship project on financial services, aiming 
to maximize the benefits of capital markets and non-bank financing for the real economy. 

                                                           
1  http://www.imf.org/external/pubs/ft/weo/2014/02/weodata/weoselagr.aspx 
2 http://reports.weforum.org/global-competitiveness-report-2014-2015/ 
3 As measured by International Investment Position, http://ec.europa.eu/eurostat/web/balance-of-
payments/data/database  
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Therefore, the initiative and subsequent actions that have been undertaken helped to 
identify new solutions to effectively targeted financial resources available to areas where 
such resources are needed (especially infrastructure and SMEs) within the EU and to 
create more opportunities for investors. 
 
 
2.CMU and the Romanian capital market: 
The Romanian capital markets went through a development process, especially during 
2010-2013, following the state companies listing and the positive momentum at the 
international level. For the time being, the Romanian capital markets maintain at a constant 
level, although the European context was favourable. Even with the raise of the 
capitalisation that occurred in 2017-2018 because of the new listings, the share of the 
Romanian capital markets in the national economy is still small.  
In particular for Romania, as a small open economy and with a quite unsophisticated stock 
market, we must be also aware of challenges brought by the CMU for economies such as 
ours:  

 Difficult access of the investors to the financial information, needed for the 
decisions and sometimes not enough transparency for sharing it; 

 Preference for the placements in local financial assets (home  vs host with a home 
preference) ; 

 Major differences of the national legal systems (company law, insolvency and 
bankruptcy laws), especially with respect to the practical application and the 
supervision/control powers of the national financial authorities; 

 Large differences of the governance principles implementations; 
 Different fiscal rules; 
 Significant differences among Member States for accessing the funds and the 

financing costs;  
 Different rules and practices for the markets functioning (ex. Post-trading 

infrastructure) and the traded financial instruments (private placements, securitized 
products, derivatives); 

Participation to the CMU of the small countries, with emerging markets, that are not part of 
the Euro Zone and the Banking Union, could create and deepen the structural 
vulnerabilities. However, as CMU consists mainly in a set of common legislative acts, 
indirect effects might be envisage on areas such as the performance and general 
competitiveness of the companies, and not so much with direct and concrete influence on 
the economic and financial variables.  
A positive effect of the CMU for the Romania would be the reduction of the financial 
markets fragmentation, the support of the SME funding and the development of the long-
term investment projects. The CMU can enhance the investors trust in the economy and 
diminish the economy financing costs. It can also offer alternative and diverse sources of 
financing needed especially for small companies and SMEs. 
Other possible advantages for Romania are:  

 Easier access of the Romanian companies, including SMEs, to foreign capitals, 
thus a potential for faster growth and continuous competitiveness;  

 Decrease of the dependence to the banking financing (at present about 90%) and 
increase of the economy resilience and shocks absorption; 

 Enhancement of the Romanian companies governance and competitiveness (by 
competing with companies for other countries); 

 A higher protection of the financial consumers. 
In order to create an international market in Romania, starting from 2014, a large group of 
capital markets participants, together with the Bucharest Stock Exchange and the 
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Supervisory Financial Authority had identified 8 barriers for the normal and sustaining 
development of the Romanian capital market: 

- Getting access to the market  
- Investors’ fiscal compliance  
- Not respecting corporate rights of the investors  
- Lack of international standards with regard to servicing investors’ rights for 

dividends   
- Excessive cost of participation in the market  
- Unclear taxation issues related to capital markets transactions  
- Primary market  
- Bond market 

 For the purpose of the barriers to be removed the primary and secondary legislation had 
to be modified. The cumulative efforts of the Romanian officials and the market 
participants had led to a better capital market environment that provides a better 
investment protection and a simplified documentation for the access to the market. 
The supreme objective of removing the barriers was that of a possible reclassification of 
the Romanian capital market by MSCI (Morgan Stanley Capital International) from Frontier 
Market4 to Emerging Market. Markets being considered for reclassification are placed on 
the FTSE5 Watch List. 
In September 2019, FTSE Russell6 announced the reclassification of Romania from 
Frontier to Secondary Emerging market status effective from September 2020. This status 
will bring enhanced visibility, new opportunities and an increase in the number of 
investors, increased capital flows to the local market, and all these could be translated in 
more competitiveness among European markets.  
 
 
3.Conclusions: 
It is important to have strong, competitive capital markets because they not only reflect the 
general condition of the economy, but also smoothens and accelerates the process of 
economic growth. Mature markets bring benefits not only to investors but also to local 
citizens. 
The capital market functions as a link between savers and investors. It plays an important 
role in mobilising the savings and diverting them in productive investment. In this way, 
capital market plays a vital role in transferring the financial resources from surplus and 
wasteful areas to deficit and productive areas, thus increasing the productivity and 
prosperity of the country. But we have to think also in terms of challenges, because even 
if more integrated capital markets would increase market connectivity this will induce also 
new systemic risks that should be addressed. 
As Milton Friedman (1980) said “Almost any interesting economic problem has the 
following characteristic: what is true for the individual is the opposite of what is true for all 
together.", so this means that future actions should not have in mind only methods 
designed to develop more sophisticated financial products, but also methods for financing 
projects that sustain the real economy, the real life of Europe citizens and reaching 
Europe 2020 objectives. 
 
 

                                                           
4 Romania has been classified as a Frontier market since 2008 
5 In September 2016, Romania was added to the Watch List for possible reclassification from 
Frontier to Secondary Emerging market status 
6https://content.ftserussell.com/sites/default/files/press-
archive/FTSE%20Russell%20Annual%20Country%20Classification%20Sept%202019%20FINAL%2
0%28002%29.pdf?_ga=2.136364985.862089005.1569551469-1996775559.1569551469 
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Abstract: The macroeconomic variables allow an evaluation of the main imbalances at 
macroeconomic level, the monitoring of the changes that took place in the economy and 
the laying down of certain adequate policies with the purpose of achieving the future goals. 
Certain macroeconomic relations are set between these variables, that can be illustrated 
with the help of certain equations and inequalities, and the interdependency between them 
can be shown with some. J.M. Keynes theory Keynes is based on a descriptive 
economical and mathematical pattern that comprises some endogenous (determined) 
variables, global indicators that characterize the level of economic capacity on the national 
economy scale and exogenous (decisive) variables, rates regarding the behaviour of 
economic operators. In the Keynesian approach each component of the income is 
“explained” through other variables. From the circular flux in an economy we notice that we 
deal with a complex system, with inter-conditional links between variables. 
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1. Introduction  
The study that is subject to this article aims at performing a theoretical analysis regarding 
the connection between the macroeconomic variables from the Keynesian cross. The 
methodology of the scientific research of this paper was realized through a review of some 
approaches, ideas and opinions of government spends as a variable of the Keynesian 
cross diagram. The Keynesian cross diagram first appears as an expression of the main 
ideas from the Keynes General Theory. It first appeared as a central component of the 
macroeconomic theory, as presented by Samuelson. From the Keynesian perspective, the 
economical politics were supposed to prevent the entry of the economy in a recession 
spiral or to stabilize and re-establish to optimal state the economy in crisis. The remedies 
can be both fiscal and monetary policies.  
 
 
2. Literature review 
As far as the Keynesian ideas, the latter have resulted in numerous debates between 
economists in the course of time. Hence the level of knowledge of the research field is 
emphasized by a large volume of researches in this field. From the publication of the 
General Theory, several article and books have tried to provide interpretations for Keynes’ 
ideas. For example, Alvin H. Hansen in the book A Guide to Keynes (1953, p.10) says that 
“There are a few who would deny as of now, seventeen years later, that the book has had 
a greater impact on economic analysis and policy”. Also Abba P. Lener (1951, p.265) has 
suggested another method of presentation designed to show how the functions determine 
the rate of interest. The Keynesian revolution has marked the final ending of the “laissez-
faire” ideology and the promotion of the state’s intervention in economy. The state can 
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interfere in the economy through public expenditure, taxing, but also through the monetary 
measures.  The old pattern of incomes and taxes (IS-LM diagram) drawn up by Hicks and 
Hansen (1937) represents the essence of the Keynesian economics.  Alvin H. Hansen 
(1953) has included later in the pattern also the workforce market; this has resulted in a 
pattern that analyses simultaneously the three markets: the goods and services market, 
the monetary market and the workforce market. 
 
 
3. The relation between public budget and Keynesian multiplier 
In General Theory, Keynes claims that the total income of an economy was for the short 
term, determined mainly by the wish to spend for households, companies and the 
government. The bigger the desire to spend, the larger the volume of sold goods and 
services, and the higher the sales volumes, thus the increased production, which leads to 
more people being employed. The economic perspective on which the current economic 
interventionism is based starts from what we call Keynes “multipliers”. The formulas below 
were presented by the author Boloș M. (2007) in the paper Note de Curs. � = � + � + �     where Y=aggregate income 
              C=aggregate consumption 
               I= investments 
              G= Government expenses 
This formula is also called the Keynesian cross equation (the closed economy pattern).  
From this Keynesian formula it was established that a variable depends directly on the 
income, thus become an endogenous variable: consumption. The other options (I, G) are 
independent of the income, thus being considered exogenous variables. � = �� + � ∗ �        �� – autonomous consumption (bread, water etc.) 
       C - the marginal disposition for consumption � = �� + � ∗ � + � + � =>  � =  � ��)a� ��� + � + ��. The term 

��)a is called Keynesian 
multiplier. 
It is noticed that between the cumulated income Y and the government expenses G there 
is the following situation: ∆� = i ��)aQ ∗  ∆�. To sum up, it can be said that several 

government expenses ∆� will include o change in structure (dynamic) for the cumulated 
incomes, directly to the same extent as the Keynesian multiplier 

��)a. 
 
4. The relationship between Government expenditure (G) - balance incomes 
The static balance at national economy level means that the income covers the total 
demand, Y (total offer) = D (total demand): � = � + � + �. 
If the national governments grant transfers from the state to the households and the 
companies, and the consumptions is expressed according to the autonomous consumption 
and the consumption based on the available income (YD) we will have as follows: � = �� + �  ∗ �¡ + � + � but �¡ = � + ¢% − ¢ => � = �� + �  �� + ¢% − ¢� + � + � 
But ¢ = £¤ ∗ � then � = �� + � �� − £  ∗ �� + �  ∗ ¢% + � + � or � = �� + �  ∗ ��1 − £ � + �  ∗ ¢% + � + � => � i1 − � �1 − £ �Q = �� + �  ∗ ¢% + � + � 

� = ¥¦[¥§∗¨©[ª[«�)¥§��)¬§�   - the expression of the balancing income 

The above formula shows us that the balance within a closed national economy is 
influenced by government expenditure proportionally with a coefficient: 

­� =  11 − �_¤ �1 − £_¤ � 

Example 1: The following data is known at national economy level: autonomous 
consumption 150 um, the taxation marginal rate: 20%, marginal predisposition towards 
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consumption 0.8, economy investments 600 um, the value of government expenses 350 
um, the value of transfers from the state to the households and companies was of 70 um. 
What is the value of the balance income? 

� = �� + �  ∗ ¢% + � + �1 − � �1 − £ � = 150 + 0,8 ∗ 70 + 600 + 3501 − 0,8�1 − 0,2� = 3202,12 k° 

 
4.1. The influence of the government amendments of the expenses (G) on the 
balance incomes 
We know that: � = ¥¦[¥§∗¨©[ª[«�)¥§��)¬§�   

then 
* ∗*« =  *�±¦²±§∗³´²µ²¶-·±§�-·¸§� �

*« =>  * ∗
*« =  ��)¥§��)¬§� => �¤∗ = ��)¥§��)¬§� ∗ �� 

The balance income under the new conditions, determined by the amendment of the 
government expenditure will be: 

¤� = ¤∗ + �¤∗ ¹�k ¤� = ¤∗ + 11 − � �1 − £ � ∗ �� 

Example 2: Starting from the data in example no.1 it is necessary to establish the value of 
the balance income, when there is an amendment of the government expenditure by 30 
um. 

�¤∗ = 11 − 0,8 �1 − 0,2� ∗ 30 k° = 83,1 k° 

¤� = 3202,12 k° + 83,1 k° = 3285,22 k° 
 
4.2. The influence of the amendment of the government expenditure on the result of 
the budgetary equation (budgetary surplus/deficit) 
The equation of the state budget is: ¡º = � + ¢% − ¢  but ¢ = £  ∗ �, we get ¡º = � + ¢% − £  ∗ �,  
We differentiate the above equation and we get �¡º = �� − £  ∗ �¤ We divide by DB and we get 

*»¼*« = 1 − £  ∗ * *« �¡º�� = 1 − £  ∗ 11 − � �1 − £ �  =>  �¡º = ½1 − £  ∗ 11 − � �1 − £ �¾ ∗ �� 

Example 3: Knowing that an amendment is made to the government expenditure �� by 30 
um, under the condition of the hypotheses from example 1 it is necessary to establish if at 
the level of budgetary economy a budgetary surplus/deficit was created. 

�¡º = ¿1 − 0,2 ∗ 11 − 0,8�1 − 0,2�À ∗ 30 k° = 0,446 ∗ 30 = 13,38 k° 

Conclusion: Subsequently to the increase of the government expenditure by 30 um at 
national economy level, a budgetary deficit of 13.38 um was created. 
 
 
5. The definition of the volume of government expenditure to ensure the balance 
income 
We know that: ¡º = 0 Meaning that � + ¢% − ¢ = � + ¢% − £  ∗ � = 0 or � = £  ∗ � − ¢%The balance incomes will be established as follows: � = � + � + � 
We know that: � = �� + �  ∗ �¡, at the same time �¡ = � + ¢% − ¢ but �¡ = � �1 − £ � + ¢%. We replace the YD expression in the consumption formula and we 
get �¡ = � �1 − £ � + ¢% or � = �� + �  ∗ Á� �1 − £ � + ¢%Â or  � = �� + �  ∗ ��1 − £ � + �  ∗ ¢% + � + � => � i1 − � �1 − £ �Q = �� + �  ∗ ¢% + � + � 
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We replace in the above equation the expression � = £  ∗ � − ¢% and we get � i1 − � �1 − £ �Q − £  ∗ � = �� + �  ∗ ¢% + � + � 

��»¼m��∗ = ¥¦[�¥§)��∗¨©[ª�)¥§��)¬§�)¬§  That represents the value of the balance income for DB=0 

We know that: * ∗
*« =  ��)¥§��)¬§� That results in �¤ = ��)¥§��)¬§� ∗ �� or 

�� = * --·±§�-·¸§�  => �¤ = ��»¼m��∗ − �∗ balance. That is �� = Ã�ÄÅÆ¦�∗ )Ã∗
--·±§�-·¸§� . 

Example 4: Starting from the hypotheses of example 1 and knowing the value of the 
balance income it is �∗= 3202.12 um it is necessary to establish the value of government 
expenditure for which DB=0. 
Phase I – we establish the value of the balance income for which �∗(DB=0) 

��»¼m��∗ = 150 + 70�0,8 − 1� + 6001 − 0,8�1 − 0,2� − 0,2 = 7360,16 = 4600 k° 

¤ = ��»¼m��∗ − �∗ = 4600 − 3202,12 = 1397 k° 
Phase II – we establish the value of government expenditure for which DB=0  

�� = 139711 − 0,8�1 − 0,2� = 13972,77 = 504,65 k° 

��»¼mo�∗ = 504,65 + 350 = 854,65 k° => ��»¼mo�∗ = 854,65 k° 
Conclusion: the value of the budgetary expenses that ensure a balanced budget is of 
854.65 um. 
 
 
6. Conclusion 
The state budget, as economic variable, has an impact on the economic growth rhythms at 
national level and/or the consequences on the consumptions both at household level, and 
company level. For instance, a public investment can have the effect of a multiplies in the 
economy through the number of workplaces that are governed or through the quantity of 
raw materials that are necessary for a public investment. Also, the payroll expenses that 
are financed from the state budget, but also those from social insurance are an essential 
component in influencing the cumulated consumption.  
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Abstract: The term underground economy in the domestic concept has negative 
connotations even though it is a relatively generic one, which includes a wide area of 
coverage, from the production for self-consumption, to illegal activities (drugs, prostitution, 
etc.) and to the legal activities hidden from taxation. We will refer in the following to tax 
fraud, a component of tax evasion and its implications in the economic and social life of the 
community. In fact, tax fraud can be viewed from two perspectives: the legal one (the willful 
violation of some regulations) and the economic-social one. We aim at a brief analysis 
from the economic and social perspective of this phenomenon, using as a research 
method the analysis of documents, resulting in establishing the main economic and social 
effects of tax evasion.  
 
Keywords: underground economy, tax evasion, tax fraud 
 
JEL classification: H26 
 
 
1. Introduction 
Tax evasion (in the generic meaning, representing tax fraud) is an economic-social 
phenomenon relevant to the national economy of any state, which all the countries of the 
European Union are facing in different proportions. Given the complex causes and their 
proportions, whatever the measures of combating, it is not possible to claim that, in terms 
of the obtained results, it is considered as desirable to achieve the eradication of this 
phenomenon. It is desirable to limit this phenomenon so that it has limited implications 
within the economy of a country. Within the specialized literature, the definition of the 
concept of tax evasion, the forms of manifestation and the socio-economic implications has 
presented polemics over time, without establishing exact terms or clear methods of 
quantification. As yet, no direct correlation between a certain level of tax evasion has been 
revealed that is likely to affect the state's economic and social policies. 
Of the most common approaches, mentioned by Achim and Borlea (Economic-financial 
crime, 2019), regarding the definition of the evasion phenomenon, we reiterate: "Tax 
evasion is an illegal way to pay less taxes and duties than it should" (The Dictionary 
Oxford, Cambridge, 2017); "Tax evasion is the way in which economic subjects respond to 
fiscal pressure, when it exceeds a certain threshold considered necessary for starting, 
maintaining and developing a business or any gainful activity, again and in relation to their 
current wealth or income" (Dinga, 2008).  
The measurement of tax fraud and socio-economic implications can only be done by 
approximate methods, due to the complexity of the fiscal domain. With this approach we 
aim to clarify possible correlations between the level of tax fraud and the effects on the 
economic and social level, reflected in the local media by applying the method of document 
analysis. Applying this method to specialized publications (”Revista Capital” and ”Ziarul 
Financiar”), in the period 2018-2019, results the existence of a direct correlation between 
the size of the tax fraud and the negative economic and social implications in the national 
economy.  
Top-of-the-line notes surprised by the specialized media reveal that Romania is still facing 
large tax fraud, which makes this phenomenon constantly at values of over 25% of GDP 
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(Botea, 2019). In this chapter, the most relevant indicator remains the VAT gap (at values 
around 40% of GDP), which makes Romania to be at the end of the ranking of European 
countries (Oancea, Mediafax, 2019). In order to balance the budget and implicitly to reduce 
the deficit, the authorities are forced to adapt to the state of affairs, often being forced to 
restrict budgetary allocations, with direct implications both economically and socially 
(Vioreanu, 2019). 
 
 
2. Economic and social effects of tax fraud 
When we talk about tax fraud, we will always refer to the illegal / illicit tax evasion, without 
taking into account the legal component, that is, the fiscal optimization, respectively ”that 
form of interpretation of the tax legislation that, without being fraudulent, leads to a 
reduction of the tax base, and therefore to pay lower taxes” (Bodu and Bodu, 2016). 
According to some classifications after Achim and Borlea (Economic-financial crime, 
2019), tax evasion consists in hiding the taxable object or undervaluing the amount of 
taxable matter, and occurs when the taxpayers fraudulently violate the fiscal law and 
materialize in economic acts such as: false accounting records; manipulations between 
affiliated companies; unlawful recording of expenses; forgery / destruction of financial and 
accounting documents; organizing double accounting records etc. 
The tax fraud is classified (Amarița, 2017) by the type of tax or tax affected, respectively 
the one that influences it: the profit tax, the value added tax, the tax on wages and excise 
duties. It has a direct action on the amount of the nominated taxes, which it directly and 
substantially reduces them, with the direct purpose of avoiding them. The financial funds 
thus obtained feed the shadow economy. 
In the specialty literature, tax evasion is treated as a complex phenomenon that manifests 
itself as a result of the interaction between the taxpayer and the state, through the specific 
legislation imposed. This phenomenon has negative effects for both the state and 
taxpayers. The state is deprived of part of the revenues it should collect in order to fulfill its 
tasks. The negative effects for taxpayers are materialized in the fact that the total of the 
taxes is distributed on a lower income table. Tax fraud, regardless of the size achieved, 
has negative effects on the economy and society (Fritzen, S.A., Serritzlew, S., Svendsen, 
G.T., 2014; Lippert, O., Walker, M., 1997).  
At the financial level, the budget balance is affected by the generation of budget deficits 
and additional costs related to public loans. The record of some chronic deficits represents 
an additional factor of pressure on the budget, practically realizing a limitation of the fiscal 
policies available to the governments. For example, the external current account deficit 
increased by 19% in the first nine months of 2019 compared to the same period last year 
and reached 8,1 billion euros (Botea, 2019).  
From an economic point of view, tax fraud distorts competition, with negative 
consequences for prices formation. The perpetuation of this phenomenon over a longer 
period makes the honest economic actors of the market unable to compete loyally with 
those engaged in evasion activities, being practically determined to disappear from the 
market or to align themselves with the evasionists (Bellu, 2018).  
From a social point of view, the tax fraud changes the redistribution of income, creating 
and widening inequalities between taxpayers, being favored those actively involved, or 
those financially affected by certain statutory social benefits. (Ungureanu, 2019).  
Significant is the fact that in 2019 the VAT gap in Romania is about 38% of GDP, being 
followed in the European ranking of Greece (33.6%) and Lithuania (25.3%). At the 
opposite end are Cyprus (0.6%), Luxembourg (0.7%) and Sweden (1.5%). Relevant is the 
solution to reduce (from 24% in 2015 to 14% in 2017) VAT gap adopted by Poland, by 
implementing, starting with 2016, the Standard Audit File for Tax (SAF-T). Thus, the 
reporting of economic agents has been simplified and the capacity of processing and 
analyzing the information reported by the tax administration has increased. The benefits 
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are multiple: the tax compliance burden for taxpayers decreases, taxes are reimbursed 
faster, the administration detects irregularities or risk areas earlier (Anghel 2019, cited by 
Oancea, 2019). 
 
 
3. Conclusions, limits and research directions  
A general and theoretical approach to the phenomenon of tax fraud shows the existence of 
a close inverse proportional correlation between the scale of the phenomenon, related to a 
territorial area and a temporal landmark, and respectively the degree of economic 
development. The greater the share of the underground economy in a country’s Gross 
Domestic Product, the more funds that this budget will be deprived of, and the more money 
that would bypass the tax system, respectively an unfair redistribution of funds to society. 
In fact, we managed to establish, using the research method - document analysis, a direct 
and relevant correlation between the presence of the evasion phenomenon in an economy 
and the level of budget collection. Taxes directly affected by this phenomenon (value 
added tax, profit tax, wages tax and excise duties) are essential sources for the formation 
of any budget, any impact of which is reflected directly in the degree of collection.  
Research has been carried out over a short time interval (two years), which may lead to a 
greater degree of subjectivism on the result, a complex evaluation over a minimum of ten 
years, by applying several research methods, in a combined way, being to be desired. This 
fact could lead to an increase in the accuracy of the result, respectively the confirmation of 
the trends reported in the present research. 
Of course, this presentation is based on a theoretical approach, as a starting point for 
further in-depth studies on the phenomenon of tax fraud, seen in the light of the complex 
effects generated. By combining the research methods and increasing the analyzed 
intervals, it can be highlighted including the existence of other complex correlations 
between the determining factors underlying this phenomenon with very different forms of 
manifestation. 
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Abstract: This paper presents the issues linked to non-financial reporting, focusing on the 
entities’ sustainability reports. Through corporative social responsibility, companies reaffirm 
their principles and values, in their processes and operations as well as their interaction 
with other entities. CSR is voluntary, in its nature, and refers to the activities of companies 
that are not legally imposed. Social and environment responsibilities of corporations can 
change the expectations of current society. There are countless companies that are 
profitable from a financial standpoint, but that carry outdifferent activities, that affect its 
employers and the community. Corporate responsibility addresses several essential 
aspects for companies, including the need to define the level of responsibility towards 
those from the public sector, to determine the level of corporate participation in satisfying 
market demand and to decide the future moment up until it must anticipate and plan the 
consequences of their activity, especially if natural resources are used in the process of 
production. 
 
Keywords: corporate social responsibility; theories of social responsibility; financial 
performance 
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1. Introduction 
The European Commission (2001, p.8) defines corporate social responsibility as a concept 
through which companies voluntarily integrate the social and environment interests in their 
economic operations and their interaction with interested parties. Activities that are 
regarded as socially responsible include charitable contributions to national or local 
organizations such as fund raising, donations and gifts or helping disadvantaged 
communities, restoration of abandoned land and creation of new jobs. 
The importance of company social responsibility is increasing and this fact is proven by the 
significant increase in the availability of reports on social and ecological conduct. 
 
 
2. Literature review 
Corporate social responsibility presumes that, besides the goal of maximizing company 
profit, a company plays an important role in solving social issues (Swanson, 1995). 
Supporters of this theory consider that such a restricted vision can lead to management 
ignoring other stakeholders including employees, suppliers, clients and society as a whole, 
and that, sometimes, the needs of these interested parts should surpass the goals of the 
company owners, when decisions must be taken, even if those decisions reduce the actual 
cash flow of the company. (Clarkson, 1995; Donaldson and Preston, 1995; Freeman, 1998; 
Mitchell, Agle and Wood, 1997; Wood and Jones, 1995). From the standpoint of Moon 
(2004, p.156), the fundamental concept of CSR is that it “reflects the imperatives and 
social consequencesof business success and that this responsibility belongs to the 
company and the manifestation and direction of responsibility remains at the discretion of 
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the corporation”. This definition implies that a company is directly responsible in solving 
society’s issues. 
Davis (2005) considers the well-known opinion according to which the main interest of the 
company lies in creating and maximizing profit as unrealistic. From his standpoint, 
corporations should have other responsibilities besides increasing profit, because they 
enjoy social and economic power in society. 
 
 
3. Theories of corporate social responsibility 
Due to a multitude of theories and approaches to the term of corporate social 
responsibility, the discussion in the current paper is based on a comprehensive analysis 
realized by Secchi (2007) and is compared to an analysis realized by Garriga and Mele 
(2004). Secchi developed a group of theories based on two criteria, social and corporative, 
and these are: the utilitarian theories, the managerial theories and the relational theories. 
The conclusions extracted from the three previously mentioned theories are: the utilitarian 
theory offers a simplified view of functionalism and social costs, the managerial theory 
focuses on organization and can be measured, and the relational theory is based on value 
as well as the interdependence between corporation and social environment. 
Garriga and Mele (2004, p51), on the other hand approach the term of corporative social 
responsibility through the lens of four theories: the instrumental, political, inclusive and 
ethical theories. 
The instrumental theory is based on achieving economic objectives through social 
activities, the political theory is centered on the idea of responsibly using the power of a 
company in politics, the inclusive theory focuses on the mixing of management, public 
responsibility, stakeholder management and corporate social performance issues, and the 
ethics theory emphasizes the strategies used to help the community. 
The links between the social responsibility theories are easier to follow in Table 1, where 
the utilitarian, management and relational theories are presented, while in Table 2 the 
similar theories of Garriga and Mele are presented. 
 
Table 1.Utilitarian, managerial and relational theories of CSR 
Utilitarian theory Managerial theory Relational theory 
Theories based on 
social cost 
Functionalism 

Corporate social 
performance 
Social responsibility, 
audit and reporting 
Social responsibility for 
multinationals 

Business and community – An 
approach through the stakeholders’ 
lens 
Corporate global citizenship 
Theory of the social contract 

Source: Secchi (2007:350) 
 
Table 2.CSR theories and appropriate approaches 
Types of theories Approach Description 
Instrumental theory 
Centered on achieving 
economic objectives 
through social activities 

Maximizing the wealth 
of shareholders 
 
Strategies of obtaining 
a competitive 
advantage 
 
Cause orientated 

Long term wealth maximization 
 
 
Social investments in a competitive 
context 
Company optics on natural 
resources and their dynamic 
abilities 
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marketing Humanitarian activities recognized 
as marketing strategies 

Political theory 
Centered on responsible 
use of power in politics 

Political 
constitutionalism 
 
Interrogative social 
contracts 
 
Corporate citizenship 

Social responsibility in business 
appears as a result of the 
company’s social power 
Implies the existence of a social 
contract between the business and 
the community 
The company is considered a 
citizen whit certain implications in 
the social environment 

Inclusive theory Management issues 
 
 
Public responsibility 
 
Stakeholder 
management 
 
Social responsibility 
performance 

The corporation’s answer to 
existing social and political issues 
Social performance is measured 
with the help of existing legal and 
political procedures 
Balance between the company’s 
and stakeholder’s interests 
The aspiration towards legitimacy 
in order to offered an adequate 
response to the emerging social 
issues 

Ethical theory 
Centered on what must 
be done in order to help 
the community 
 

The theory of interested 
parts 
 
 
Universal rights 
 
 
Sustainable 
development 
 
 
Common good 
 

Takes into consideration the 
financial obligations of the company 
towards interested parts 
 
Is based on human rights, work 
conditions and respect towards the 
environment 
Aiming towards human 
development taking into account 
the interests of future generations 
 
The focus towards the common 
good of society 

Source: Garriga and Mele (2004: 63-64). 
 
 

4. Conclusions 
Surprisingly, empirical research has indicated positive, neutral and negative impact of 
corporate social responsibility over financial performance. Corporate Social Responsibility 
(CSR) is one of the most important and pressing issues confronting business executives 
these days. Despite widespread attention, there is little agreement about what constitutes 
CSR, or why companies should pursue social objectives, or what effects this has on firm 
performance. The dynamism of the CSR concept highlights the need for new approaches 
and research designs. It necessitates longitudinal research designs to evaluate the 
progress of firms at various points in time. Within-industry studies would be useful for 
controlling the influence of context-specific norms and moderating factors. This would also 
enable researchers to deal with the issue of test-retest reliability. 
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Abstract: Financial management of an entity implies a certain structure of the capital, a 
policy of its indebtedness, an adopted and implemented equity policy. 
The equity policy must permanently impose an efficient way of sharing and utilization of the 
obtained net profit, allocating it in order to finance new investments or compensate 
investors, in certain quantities and periods. The goal of an optimal equity politics must be 
the constant pursuit of options identification in order to register the largest possible profit 
and maximizing the value of the company. This optimal equity policy is not generally valid 
for any commercial entity but is influenced by diverse factors and circumstances. The 
objective of our scientific approach is to try and point out, which the influence factors for 
the equity policy are, the mode in which they operate in this sense, and especially 
identifying a policy as close as possible to the optimal one, in regards to the equities 
problem. 
 
Keywords: equities; the value of the company; net profit; shareholders 
 
JEL classification: G11; G18; L88 
 
 
1. Introduction 
Regardless of the business objective, the general economic situation, of the magnitude, 
experience or notoriety of a joint stock company, each and every society from this category 
has its own owners, the so called “shareholders of the company”, shareholders that invest 
capital in the respective company with the ulterior goal of a lager return on investment 
through equities, after a period of time. 
Whenever we talk about shareholders, we talk about equities and about when, how and in 
what measure should these be distributed. 
In time, many authors have tried to analyze and argue why or why not a company should 
remunerate its owners in this way, how regular or in what quantity and, of course, if certain 
aspects regarding this issue should be taken into consideration, or if the equity policy of a 
society can remain unchanged regardless of situation and if it affects or not the value of a 
company, if yes, in what way. 
The pro and con arguments of equity payment did not take long to appear, of course, each 
of the two different points of view being argued by their proposers. There were authors that 
subscribed to neither of these categories, emphasizing a lack in relevance of this policy to 
the value of a company. 
Exactly because this controversial subject was and still is one of actuality, one which every 
joint stock company has to confront over the whole duration of its existence, a subject that 
presents interest for both shareholders and creditors, but even to its employees and other 
interest groups that come into contact with the entity, this was the motivation that 
influenced choosing and presenting this theme. 
 
 
2. Literature review 
In dedicated literature (Ioan E. Nistor, 2002, p.21), financial management of the company 
is defined as the entirety of decisions and operations linked to the formation and utilization 
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of necessary capital, obtaining the results of the exercise, the utilization and distribution of 
profits including the services and personnel it was realized with. 
Frank Murray and Goyal Vidhan have said, back in 2003, that the financial policy of the 
company represents equilibrium between risk and profitability. A component of the financial 
policy of commercial societies is the equity policy. 
Georgeta Vintila (2010) is of the opinion that, the equity policy is formed from the totality of 
decisions and techniques used to determine the level of equities that can be distributed to 
shareholders. The distribution of equities reduces the company’s liquidity but ensures 
revenue for shareholders leading to an increase in the efficiency of the initial financial 
placement. 
Richard A. Brealy, Stewart C. Myers and Franklin Allen (2008) affirm that, at the 
establishment of a new commercial entity, its shares can be held by a small group of 
investors as well as the managers and a few supporters, a case in which the stock is not 
transacted on the stock market and the control of the company is kept “close”. Once it 
develops, new stock will be issued in order to increase capital and it will be transacted on a 
large scale. 
Of course, the possibility of equity distribution, assumes the availability to the company of a 
sufficient profit, so that the equity distribution does not affect the financial liquidities of the 
company and not endanger creditors whose claims will be due. 
As Peter Moles, Robert Parrino and David Kidwell (2011) point out, the equities practically 
reduce the capital invested by shareholders, returning to them a part of that specific 
investment, a value that was already theirs. 
Equities directly influence the capacity of self-financing of the company. Their 
diminishment, simultaneous with an increase in amortization, provisions and reserves 
leads to variation in the self-financing capability of the company, in the sense of increasing 
it (Jean-Guy Degos and Stephane Griffiths, 2011). 
The equity policy of the company is adopted taking into consideration certain influence 
factors, that in the opinion of I. E. Nistor (2002, p. 267-269), are: the financial situation of 
the company, shareholders’ preferences, investors’ psychology (the investor can sell his 
shares in order to procure the liquidities he needs when he is dissatisfied with the received 
dividends) and taxation. 
In regards to the financial situation of the company, the factors that influence equity policy 
(Ioan Talpos & all, 2001) are: the degree of indebtedness of the company; the general rate 
and immediate rate of liquidity; the financial and economic feasibility rate; the cost-
effectiveness of income, total assets or consumed resources; the cost of new issue of 
common shares; financing future socio-economic actions, from the company’s own capital, 
from borrowed resources or by combining the two. 
 
 
3. Opinions regarding equity policy 
Victor Dragota (2003) presents three opinions in regards to equity policy, from a logical 
standpoint, these being: the neutrality concept of the equity policy, in a perfect market, the 
necessity of reinvesting profits concept and the concept according to which distributing 
dividends is necessary. 
The neutrality theory of the equity policy over the value of the company, which belongs to 
Merton Miller and Franco Modigliani (1961), argues that in the conditions of a perfect 
market, “the shareholders should be indifferent between cashing dividends at the present 
moment and reinvesting profits”. The argument brought by the two in upholding this theory 
is that, the reinvested profit will return to the shareholders because this profit will be 
invested in only invested in profitable projects, that themselves will bring in profit. This 
theory, based on an ideal financial environment is also known as the irrelevant equity 
theory; it argues that the equity policy does not affect the price of shares and the value of 
the company is given only by the feasibility of the business and risk. Exactly because 
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reality does not include a definite economic environment, Miller and Modigliani’s concept 
remains theoretical. 
The residual theory of equity entails selecting the most feasible investment projects and 
the most inexpensive financing sources for them. The value of the company is influenced 
by the dividend per share and if the rate of feasibility for reinvesting funds is greater than 
the one requested by shareholders for the associated risk of the concerned projects, then 
the investment will be followed through because maximizing the current value of shares 
will be possible. If the situation is reversed, then the current dividends due to investors will 
be distributed and if the two rates are tantamount, then the value of the company is 
independent from the rate of dividend distribution (Nicoleta-Claudia Moldovan, 2004). 
M. Albouy and P Dumontier (1992) have considered that, the dividend is what remains 
from the rested profit after the decision of choosing the most profitable investment and the 
least expensive financing source, based on the net present value and the weighted 
average cost. 
The most presented argument in favor of distributing dividend in a small measure if at all is 
the fact that through these, the company possesses larger funds in pursuit of its current 
activity or developing it. 
Theories that support dividend distribution also exist, one of them being the template 
drawn up by Myron Gordon and Ely Saphiro (1956). It starts by assuming that the value of 
the company is given by the value of distributed dividends updated at the profitability rate 
asked by investors. The template considers distributing year-on-year increasing dividends 
and takes into account certain restrictive hypotheses such as the absence of taxation and 
the cost of share transaction or investments carried out solely based on net profit. 
The resulting conclusion of this Gordon-Saphiro template materializes in counteracting the 
equity neutrality theory proven by Miller and Modiliani (N. C. Moldovan, 2004). 
The “bird in hand” theory supported by Myron Gordon (1959) and John Lintner (1962), 
according to which an increased rate of dividend corresponds to an increase in the value of 
the company, is mentioned by M. Pirtea, H. Cristea, C. Nicolescu and C. Botoc (2010, p. 
169). This theory claims that the equity policy exhibits its effect over the share prices that 
are expected to be directly proportional to the distributed dividends. In the context of this 
theory shareholders prefer running collection of dividends, considering them a safer 
solution than a potential future gain. They consider the reduction of the distributed dividend 
aggregate as a possible warning for a worsening situation of the company and associate 
the increase in distributed dividends with a future increase in share prices. 
In the situation than the taxation policy encourages reinvestment, the option of cashing 
dividend by shareholders is questioned as a rational choice and the phenomenon appears 
that in literature is known as the “dividend paradox” (V. Dragota, 2003). Explaining this 
phenomenon has been attempted, possible solutions being represented by the sign theory, 
the agent theory or the behavioral theories. 
The sign theory affirms the exclusively informational role of the dividend through which the 
perspectives of the company can be better anticipated. 
The agent theory says that the dividend represents a way of monitoring the company’s 
mangers’ or main shareholders’ activities. There are researchers that have pointed out that 
shareholders can assume a different position, in different moments, in regards to rational 
behavior; here the dividend acts as a way of monitoring consumption. 
 
 
4. Conclusions 
As we well know, the main and maybe only important goal of an economic entity is to 
obtain profit, through the goods it markets, or through the services it provides. 
Without a doubt the success of the conducted business will especially depend on existent 
and potential demand for these goods/services, but also on the quality and their properties, 
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on competition, the economic, taxation and cultural environment where the business 
develops. 
In other words, in order to achieve this goal of obtaining profit, economic entities must 
permanently adapt to the circumstances of their environment, then constantly adapt the 
products offered to customers such that these can fold as best as possible over their 
needs and requirements and constitute the first choice when it comes to the specific 
category of goods and services in question. 
Not only goods supplied by the entity must be adapted to these conditions, but also the 
management policy of the company, the financing policy, the investment policy and the 
dividend policy. 
We believe that every economic entity should identify and establish its own dividend policy, 
according to its possibilities, its interests and the situation surrounding it. 
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Abstract: This article presents a short foray into the scientific specialized literature 
regarding the concept of performance, highlighting the fact that it takes the form of financial 
indicators that reflect the capacity to obtain good results in a competitive environment, and 
therefore the progress of the entities.  It is essential to satisfy the requirements and the 
needs of the client in the field of public utility services, the performance in this field being 
the only feasible option to ensure the quality of the services safety and accessibility, the 
equal treatment of the users, the continuity of the activity and last, but not least, the 
adaptability and the flexibility regarding the requirements. Through the performed research, 
by using the method of observation and the analysis of the documents, we have drawn the 
conclusion that: the necessity to establish a set of indicators particular for the public utility 
services, that combine financial indicators with non-financial information, is in fact the 
establishment of the scientific perspective approach in financial decision making in this 
field of activity.  
 
Key words: performance, performance dimensions, public utility services, requirements of 
the public utility services, operator minimum indicators 
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1.Introduction 
In the specialized literature, but especially in practice, there is a diversity of opinions 
regarding the assessment of the financial performance of the public utility services. The 
diversity of opinions does not necessarily bring a clearer understanding of the concepts 
regarding the peculiarities of the public utility services, but moreover it creates confusion 
and ambiguity (Gruian and Banc,2010). To this adds up the fact that, in practice, the 
performance indicators of the public utility services are established by the central or local 
administration authority according to the characteristics of the public utility service, to the 
specific characteristics determined by the geographical area where it is performed, the 
degree of wear of the existing infrastructure, the necessary funds etc. The complexity of 
the matter is influenced also by the nature of the various legal relations of the “actors”, that 
is: the authority of the public administration is represented by public institutions, the 
associations organized by the latter (inter community development associations) are 
private legal persons with the status of public utility recognised by law, and the operators 
that provide the service to the end users are private companies (with private share capital, 
majority State owned or mixed, respectively public or private estate). Each of these have 
legal, accounting and fiscal regulations and apply special laws according to the type of 
public utility (water, heating, sanitation etc.). This is the reason why it has become 
necessary to use a “common dictionary”, respectively to provide a uniform definition of the 
used terminology, to lay down specific indicators and to assess the results under existing 
national socio-economic conditions. The existence of a set of specific indicators would 
allow to measure the performances and to establish some decision examples that would 
help the entities who perform in the field of public utilities. In the present paper, using the 
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specific methods of qualitative analysis, we have made a radiography of the financial 
indicators of the performance in the public utility services, respectively those regulated in 
this field at the level of 2019. 
 
2.The analysis of the concept of performance by the specialized literature 
Browsing through the specialized literature in search of the concept of performance, we 
noticed the existence of many articles and studies that measure the performance of the 
company or assess the impact of certain factors on it, even the existence of certain papers 
that tackle the concept in a purely theoretical approach (Gruian and Banc,2010). These 
papers highlight the idea that although there are many articles and studies concerning 
performance, there are very few that actually define the concept of performance 
(Tangen,2005,p34). Most often, the definition of financial performance is done by including 
and/or quantifying the various indicators. That’s the case as well with the authors 
Niculescu and Lavalette (1999,p256) who define the performance as being “a state of 
competitiveness of the economic entities, achieved through a level of productivity and 
efficiency that ensures a durable presence on the market”. These two authors, through the 
financial indicators they refer to, they highlight that the entity must record a positive, 
ascending tendency, on one side, and the other that by satisfying the established 
requirement, there is a reduced number of entities with outstanding accomplishments in a 
competitive environment. Authors like Verboncu and Zalman (2005,p63) regard the 
performance as “an outstanding result in terms of management, finance, marketing etc., 
that implies the efficiency and competitiveness of the companies and their procedural and 
structural behaviours”. We take notice of the complex way in which the concept of 
performance is tackled, by also highlighting the fact the in order to achieve performance it 
is necessary to obtain a good result on all levels, because each one of them has an 
influence on the general performance.  The authors Bărbulescu and Bâgu (2001,p 55) 
state that performance is represented by “that level of the best results”. We therefore take 
note that according to several authors, the performance includes the ability to have access 
to resources, to distribute and use them optimally with the purpose of a sufficient 
remuneration in order to cover the risk taken and to justify the interest, with the scope of 
future durable development (Gruian and Banc, 2010). We also note that the concept of 
performance is associated with the capacity make progress, with the constant and 
sustained effort in terms of competition (Albu and Albu, 2005, p30).  This dynamic 
approach connect performance to action, behaviour and not only to result. “The concept of 
performance is abstract, and defining it is often done through other concepts: efficiency, 
effectiveness and value (Albu and Albu,2005,p31). Bedrup (1995) defines performance in a 
business environment by using three dimensions: efficiency, effectiveness, and adaptability 
(flexibility), dimensions through which the level reached reflect the competitiveness of a 
company. According to the author, the performance management includes three main 
processes: - planning, improvement and review, thus highlighting the dynamic character of 
the term of performance.  
The performance of the public utility services is a complex concept, which in the 
specialized literature is defined from several perspectives, thus ensuring the management 
of certain activities that need to be in accordance with the interests of a large number of 
users. 
The definition of performance in terms of public entities cannot be separated from the 
process of assessment, a process that implies the collection, analysis, report and use of 
information regarding the status and the results of the activity. The measurement of the 
responsibility engaged towards the beneficiaries of the public utility services is performed 
by quantifying the performance, respectively of the used relevant financial and non-
financial indicators. Reporting the information regarding the performance of the services 
represents the universal, accessible, optimal and transparent framework, through which 
the efficiency/inefficiency of the public entity management is assessed, as well as the way 
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in which the resources are distributed and the public funds are spent. The general 
theoretical configurations of the term of performance must be collated, combined with the 
specificity of the public utility activity, and this is why the definitions for performance have 
included also the non-financial indicators that are essential to the public sector. In the last 
years, these indicators tend to weigh more in the management’s decision making process 
in the field of public utility services. 
 
3. The assessment of the public utility service in Romania and its regulated specific 
indicators 
The public utility services are subject to certain obligation particular for the public sector, 
with the purpose of ensuring a high level of quality, safety and accessibility, equal 
treatment, promoting the universal access and the rights of the users.  The legal provisions 
aim at satisfying as fully as possible the users’ requirements, protecting their interests, 
strengthening the economic and social cohesion among local collectivities, as well as the 
sustainable development of the territorial and administrative divisions (Law no 51/2006 
republicate). 
The public utility services are defined  in the national legislation as being all the activities 
that ensure the fulfilment of the utility needs that are essential and of general public 
interest, having a social value for the local collectivities, in term of: Water supply; piping 
and sewage treatment: Collection, sewage and disposal of rainwater centralized thermal 
energy supply;municipalities sanitation; public street lighting; gas supply; local public 
transportation (Law no 225/2016 ). 
The legislature, through Law no 225/2016 highlights that the organization and operation of 
the public utility services must ensure the fulfilment of the public service duties established 
according to the following fundamental demands:Universality; Continuity in terms of quality 
and quantity;  Adaptability to the users’ requirements;Equal and non-discriminatory access 
to the public service; and transparency of the decision making and the protection of the 
users.  
For the organisation, operation and development of the public utility services, the general 
interest of the local collectivities is a priority, which implies the assessment of certain non-
financial information such as: satisfying the quality requirements of the users; population 
good health and life quality; sustainable development, protecting and making the most of 
the public and private field of the administrative and territorial divisions, protecting and 
preserving the environment according to the specific regulations in force (Law no 
225/2016). 

In fact, even from the EU pre-adhesion period, the operators of the community public utility 
services have deployed significant program with non-refundable financing, such as USAID, 
ISPA or SAMTID. Consequently, the financial and social situation, as well as the legislation 
have evolved, as regional operators have been created, as well as associations for inter-
community development. In practice, the public service operators have known a particular 
evolution, on each sector, but on various levels, as they implemented and accomplished 
investment projects with European funding and they are currently involved in co funding 
credits for these projects. Moreover, they have in plan for the upcoming period works for 
public utilities, pertaining to the funds for the Large Infrastructure Operational Programme 
(LIOP) 2014-2020. Given the necessity to continue the investments in the public utility 
services sector in order to achieve the targets set by Romania in the Adhesion Treaty, as 
well as given that, for now, the investment will be redirect to the rural area, which 
determines a decrease of economic efficiency, a new phase is required in organizing these 
services. Analysing the present situation, in conjunction with the set objectives and 
strategies, has determined the authorities, following a collaboration with all the parties 
involved, in 2019, to regulated the performance indicators system for the public utilities 
services, that would allow the systemic and comparative analysis of the costs, by 
comparison to a typical company, well managed and adequately equipped with the 
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resources necessary for fulfilling the public service duties. The indicators evolution is 
studied for the last three years and it looks at: exploitation income, exploitation outcome, 
debts (current/outstanding), out of which those for the consolidated general government 
revenues and claims (current/outstanding). This system of indicators is used only for 
granting operating licences or for modifying terms associated to the licence within the 
contracts for management delegation and is applicable to the public utility services 
operators that must fulfil, cording to the level of indicators, two minimal requirements of 
financial capacity, the exploitation outcome must be a positive one (profit) and in terms of 
debts towards the consolidated general government revenue, not to hold outstanding debts 
to the budget of the National Regulation Authority for Public Utility Community Services 
(Order no. 291/2019 for the amendment of appendix no. 7 of the Regulation regarding 
granting licences in the field of public utility community services). We noticed the restricted 
field of application and the minimal level of financial performance required by the 
legislature. This is the reason why each entity involved in the public utility services still 
applies its own system of performance indicators, usually traditional ones (measuring past 
results) without being connected to strategies and quality indicators (Zeman et al, 2016, pp 
52-57).   
 
4. Conclusions 
Consequently, by taking a first step and regulating the indicators regarding the minimum 
financial capacity requirements for operators in the field of public utility services, in the 
personal opinion there is a niche research regarding the elaboration of a set of specific 
indicators for the whole system of public utility services, which will ensure a unitary, 
coherent and transparent approach of the whole system, with an emphasis on qualitative 
indicators, in a dynamic and competitive perspective. 
 
References 
Albu, N., Albu, C., Soluţii practice de eficientizare a activităţilorşi de creştere a performanţei 
organizaţionale, Editura CECCAR, Bucureşti, 2005 
Andronic, B.C., Performanţa firmei. Abordare transdisciplinară în analiza microeconomică, 
Editura Polirom, Iaşi, 2000 
Bărbulescu, C., Bâgu, C.,Managementul producţiei, vol. II – Politici manageriale de 
producţie, Editura Economică, Bucureşti, 2001 
Gruian, D.F., Banc, P., Delimitări teoretice cu privire la conceptul de eficienţă şi 
formele sale, Analele Universităţii Constantin Brâncuşi,Seria Economic nr.4, Târgu Jiu, 
2010,pp243-255, 
Bedrup, H.  Background for performance management for A. Rolstadås ,Performance 
management – A business process benchmark approach, Chapman and Hall, London, 
1995  
Legea nr. 51 din 8 martie 2006 (**republicată**) serviciilor comunitare de utilităţi publice, 
Monitorul Oficial, Partea I nr. 121 din 5 martie 2013 
Legea nr. 225/2016 pentru modificarea si completarea Legii serviciilor comunitare de 
utilitati publice nr. 51/2006, Publicat in Monitorul Oficial, Partea I nr. 942/23.11.2016 
Niculescu, M., Lavalette, G., Strategii de creştere, Editura Economică, Bucureşti,1999 
Ordin nr.291/2019 pentru modificarea anexei nr.7 la Regulament privind acordarea 
licenţelor în domeniul serviciilor comunitare de utilităţi publice. 
Tangen, S., Demystifying productivity and performance, International Journal of 
Productivity and Performance Management, Vol. 54, Nr. 1, 34-46, 2005 
Verboncu, I., Zalman, M.,Management şi performanţe, Editura Universitară, Bucureşti, 
2005 
Zeman Z.,Bacs Z.,Ban E.,Fenyves V., Hiteles vagy “felrevezeto” szamviteli informaciok 
ertekelese a nemzetkozi es magyar gyakorlat osszehasonlitasaban, Controller Info,2016/3, 
pp52-57.  



356 

 

STOCHASTIC DEMAND IN INVENTORY MANAGEMENT 
 
Marius Gelu PAUL 
Doctoral School of Economic Sciences, University of Oradea, Romania  
pmarius101@yahoo.com 
 
Abstract: In this article the author highlights the stochastic nature of the inventory 
management especially due to the uncertainty of the demand. The company needs to give 
great importance to inventory management, not only because of the cost increase in case 
the stock level is higher than the demand level, but also because of the risk of stock-out. 
In case of an inventory lower than the demand, the economic entity can suffer a great 
imbalance and relationship damage regarding its partners. Yet, most authors consider that 
normal distribution is a suitable approach for the probabilistic demand, but there are other 
opinions too. This paper explains the normal distribution and gives an example of safety 
stock and reorder point calculation under a probabilistic demand.   
 
 
Keywords: probabilistic demand; normal distribution; z-score; safety stock; reorder point 
 
JEL classification: G31, D81 
 
 
1. Introduction  
Inventory management is strongly influenced by some variables, from which the most 
important is the demand. If the demand is greater than the inventory level, the company is 
dealing with shortage. If the demand is less than the inventory level, the company face the 
situation of excess. In both cases the economic agent must adjust the inventory levels. In 
most cases the demand is uncertain, as a result, there is a need to estimate the evolution 
of this variable using a form of distribution. Starting from the premises that normal 
distribution is a suitable way to solve this issue, we present a simple example of 
determining a safety stock and a reorder point when the demand is probabilistic.  
 
 
2. Literature review  
Mirzaee (2017) considers the following supply chain variables to be taken into account: 
the demand, the lead time, the production time and the transportation cost. This are 
influenced by random perturbations and the nature of the environment. A company needs 
to respond to the changes of this variables. Thus, the inventory control may be the 
answer.  
Most authors consider that the demand shape has an essential impact on the inventory 
management. The demand is usually a stochastic variable and can be predicted by using 
various forms of distribution.  
Jensen and Bard (2001) start with the assumption that the demand is unknown, but the 
probability of the demand distribution is known. They create stochastic models for 
inventory management and propose to use the Poisson distribution if the expected 
demand within a time period is low or the normal distribution if the expected demand 
within a time period is high. 
The influence of the demand shape can be significant, inventory levels can increase more 
than 100% given the coefficient of variation. Testing various distributions for the demand 
size led to the recommendation of an unimodal or J-shaped Beta-distribution for inventory 
management systems. As a result the normal distribution can be used properly only if the 
mean is high with respect to the variance. (Janssen and Ramaekers, 2008) 



357 

 

However the most predominant choice is the normal distribution, as a continuous demand 
distribution. Donselaar and Broekmeulen (2014) disapprove this choice if the average 
demand is very low or if the uncertainty demand is high. 
Inderfurth and Vogelesang (2011) consider that not only the demand is uncertain, but the 
production is also exposed to random yields, and developed a concept to cope with both 
of them. 
There are many models for inventory management in the industrial or economic literature. 
Brander and Forsberg (2006) analyze the case of the inventory and production of multiple 
items, each with random demand, on a single facility. The proposed model calculates the 
safety stocks and estimates the variation of the demand during the lead time. 
According to Donselaar and Broekmeulen (2014) the lead time is "the time which elapses 
from the moment a replenishment order is created until the moment the replenishment 
order arrives in the stock point." 
Other researchers use models based on lead time reduction. Among the first ones are 
Liao and Shyu (1991) who assumed that the lead time is controllable and can be broken 
down into several components, each of them having a different linear crash cost function 
(cost of accelerating the completion of production). They also assume that the demand 
follows the normal distribution. The extra cost generated for shortening the lead time 
would reduce company investment in safety stocks and improve system responsiveness.  
The literature survey reflects that the normal distribution is indeed a suitable way to deal 
with the uncertainty of the demand regarding the inventory management, but with some 
limits. The most important limit is that the demand needs to be high for the results to be 
conclusive. Also there are other variables that can be probabilistic and you need to 
consider, like the lead time, the production time or some supply costs.  
 
 
3. Normal distribution for stochastic demand in inventory management 
Naturally to forecast the future you need to know the past. An extended analysis of the 
previous inventory data is required starting with the mean and standard deviation of the 
past years sales. In Eurostat's (2018) acceptance, the mean is calculated as the sum of 
the values divided by the amount of numbers in that group of values. 
According to Altman and Bland (2005) standard deviation is used to estimate the 
variability of the population from which the sample was drawn. In terms of inventory 
management a company uses standard deviation to see how much the sales fluctuates 
from one month to another around the mean.    
The normal distribution is also known as bell-shaped distribution and it is a symmetrical 
distribution in which the mean, median and mode are all equal (or have very close 
values). 
According to Ribeiro (2004) the normal distribution of a random variable X with mean Ç 
and variance È	 has the probability density function: 

É�Ê� =  1È√2� :)�q)Ë�+/�	Í+�, Ê ∈ �−∞, +∞� 

The standard normal distribution is the normal distribution with the mean Ç = 0 and the 
standard deviation È	 = 1. It is also called the z distribution, any normal distribution can 
be transformed into a standard normal distribution using Ï = �Ê − Ç�/È. Then if you use 
these values in the probability density function results: 

É�Ê� =  1√2� :)q+/	 
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The z-score shows the number of standard deviations a random variable x is above or 
below the mean. The probability associated to a x value that is higher or lower than the 
mean can be determined using standard statistical tables, created starting from the 
probability density functions. Also the z-score can be determined starting from a given 
probability.  
 

 
Figure 1: Standard normal distribution curve with z = 1.65 standard deviations 
Source: Own processing using Microsoft Office Excel 
 
The utility of the normal distribution is that it can describe data sets and can be used for 
computing probabilities. The graph area under the curve is the probability of having data 
between the two chosen values. For example in Figure 1 the highlighted area means that 
the probability of a value to be at most 1,65 standard deviations above the mean is 95%. 
If it is assumed that inventory management means knowing when to order a supply, then 
it can be used a simple model based on normal distribution of demand, a reorder point 
and a safety stock.  
According to this model when the demand is probabilistic the safety stock (Ð¹) can be 
calculated (Luthra and Roshan, 2011): Ð¹ = ÑÈ*Ò¨ 
Where: Z - the number of standard deviations 
           σ(Ô�  - Standard deviation of demand during lead time 
Naturally a company needs to order a new supply when the inventory reaches a level 
named reorder point (Rp) (Prastacos, 2014): Õ� = Ç + Ð¹ 
Where: Ç - average demand or the demand during the lead time 
Or if you integrate the formula of safety stock: 
formula of safety stock: Õ� = Ç + ÑÈ*Ò¨ 
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Figure 2: Risk of stock-out when z = 1.65 standard deviations 
Source: Own processing using Microsoft Office Excel 
 
For exemplification we consider a retailer that has the average demand for one of his 
commodities 500 pieces, the standard deviation of the demand during lead time 20 pieces 
and the accepted risk of stockout 5%. Results that we need z for a 95% probability, the 
area under the curve of normal distribution. Using the normal distribution tabels or other 
methods (like NORMSINV function in Excel) we determine that z is about 1.65. Then the 
safety stock is:  s = 1.65 × 20 = 33 pieces.  Also the level of inventory that shows the 
retailer that he needs to make a new supply is Õ� = 500 + 33 =  533 ��:�:¹ 
 
 
4. Conclusion 
The demand is the most important stochastic variable of the inventory management. This 
paper comes to strengthen the fact that the normal distribution is a suitable alternative for 
dealing with the uncertainty of the demand, but only if the demand is high enough. The 
presented model reflects a simple way to determine the safety stock and the reorder point 
using standard normal distribution for probabilistic demand. For further studies more 
complex models can be used and other probabilistic variables can be introduced. Also 
various form of distribution can be tested and see if they are more suitable than normal 
distribution in some cases. 
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Abstract: Since 1967, the 6 states that then formed the European Economic Community 
(EEC) decided that value added tax (VAT) would be the most important indirect tax of the 
Member States. Moreover, its use by the countries wishing to join the EEC was an 
indispensable condition. In 2019, VAT is a tax used by all 28 European Union (EU) 
Member States, but the system for collecting public revenues from this tax is not a perfect 
one and it can be improved. This article aims to highlight the link between the VAT 
collection deficit and the standard VAT rate applied in each of the EU countries. The data 
used in this analysis are those published in September 2019 by the European 
Commission through TAXUD and refer to 2017. 
 
Keywords: value-added tax; VAT Gap; VAT revenue; standard VAT rate. 
 
JEL classification: H26; H71. 
 
 
1. Introduction 
A strict control, at national level, of the income and assets/wealth of each individual 
taxpayer - natural and legal person - is a utopia. The collection of taxes due to the state 
budget as a result of such control would rather emphasize the coercive force of the state 
within the society, as opposed to the increasingly studied idea of voluntary tax compliance 
(Pomeranz, 2015). 
Complying with tax laws is indeed a civic obligation. However, the nominal value of the 
taxes owed depends on the accuracy and completeness of the taxpayer's tax returns. As 
the fiscal obligation affects the budget of the taxpayer, there is a well-known, intuitive 
possibility for the latter to make a misreporting.  
From this perspective, we can see that the struggle for voluntary compliance takes place 
on several levels, not only strictly fiscal, but it is a complex process with social and 
psychological implications. In addition to the measures of the public administration to 
combat evasion, there is talk of forming a conscience of the taxpayer, a "tax morale" 
(Luttmer and Singhal, 2014) that dictates to him a responsible fiscal behaviour. The 
authors claim for the need to create non pecuniary motivations, capable of determining 
within taxpayers a uniform behaviour of compliance, so a social norm of compliance. 
 
 
2. The situation of VAT collection in EU countries (2017) 
As stated in the literature, public financial resources ensure the needs of the social 
environment (Anghelache et al, 2018). Therefore, the failure to achieve the expected level 
of tax revenues is not only a loss of the state as an institution, but is a loss of the whole 
society in general, of each member of it in subsidiary. 
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The European Union supposes a customs union that allows the movement of goods and 
services internally without applying additional tariffs. However, this facility was also used 
for the purpose of avoiding tax payment. In this sense, at European level there is a VAT 
fraud of carousel type (Sergioiu, 2012). Although the phenomenon exists as well at the 
national level of member states, its presence in the EU implies effects on all countries, a 
complex network (that’s why it is even more difficult to monitor and destroy), huge 
amounts of unpaid VAT. 
In EU, for 2017, the situation of the VAT deficit and the standard rates applied for this 
indirect tax in each member state is illustrated in the following graph. 
 

 
 
Figure 1: VAT Gap (%) correlated with VAT standard rates (%) in EU (2017) 
Source: own representation, based on data provided by 2019 TAXUD Report 
 
The lowest VAT rate in EU can be found in Luxembourg (17%) and the highest in Hungary 
(27%). This information emphasizes that the range regarding standard VAT rates in EU is 
not high and "represents a step towards harmonization" (Vlad et al., 2018). 
Nevertheless, VAT collection difficulties were faced by all the member states and led to 
different results in terms of VAT collection deficits in 2017, from 0.6% in Luxembourg to 
35.5% in Romania. 
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The first remark we can make from this graph is that the smallest deficits were in the 
countries with lowest VAT rates - between 17% and 19% (Cyprus, Luxembourg, and 
Malta registered VAT Gaps less than 2%). At the other pole, the biggest VAT collection 
deficits were not recorded by the countries having the highest VAT rates in the EU, as we 
might think. Croatia, Sweden, Denmark or Hungary, each with a standard VAT rate of 
25% or more, were not in the top of VAT gaps, their deficits were below 15%. Therefore, 
we cannot infer that there is a directly proportional relationship between the two elements 
analyzed, VAT rate and VAT Gap.  
The countries with the highest levels of VAT Gap were Romania and Greece, with values 
exceeding 30%, followed by Lithuania, Italy, Slovakia, with values between 20% and 30%. 
The standard VAT rates of these states were closer to the European average and were in 
the range of 19% - 24% in 2017. 
The graph also shows that among the VAT rates practiced, the 19% and 24% ones seem 
to be the most controversial, with extreme deficits. Using a VAT rate of 19% in 2017, 
Romania had a deficit of 35.5%, while Germany 9.9% and Cyprus only 0.6%. Similarly, 
with a 24% standard rate, Finland had a deficit of 7.4%, when in Greece 33.6% of VAT 
revenues were going missing. 
Romania's VAT collection deficit, with a value of 35.5% of the total value of VAT estimated 
revenues, remained in the first position in the EU regarding the VAT non collected. 
Compared to countries such as Cyprus or Luxembourg which have lost less than 1%, or 
compared to the EU average of 10.1%, Romania lost from its VAT returns 34%, 25% 
respectively more.  
Tax revenues in the countries of Central and Eastern Europe (including Romania) are 
based on indirect taxes, especially on VAT (Ibadula et al., 2017). Therefore, a large deficit 
in VAT collection, as in the case of Romania, where it exceeded one third of the total VAT 
expected, has an even more pronounced impact as the share of VAT revenues in the total 
tax revenues is higher. 
The main sources of VAT deficits are reviewed by the European Commission: the level of 
voluntary tax compliance, fraud, avoidance, bankruptcy, insolvency or an imperfect tax 
administration system. Apparently, these notions seem to be very different, but the VAT 
Gap actually comes from the chaining of these processes: from the use by the taxpayers 
of the legislative deficiencies, of the procedural gaps regarding the tax administration, by 
adopting an evasive behaviour. 
Specifically, the procedures by which the VAT payment is avoided are listed by Ciobanu 
(2019): undeclared or registered sales accounting with a lower value than the real one, 
false invoices or the use of the same invoice several times to obtain unmerited 
deductions, use the exemptions provided by law without these being applicable, the 
deliberately erroneous registration of certain amounts that may change the amount due to 
the state budget. 
 
 
3. Conclusions 
The most important conclusion that emerges from the analyzed chart is that the level of 
the standard VAT rate does not guarantee the deficit in a certain interval. However, a 
reduced VAT rate also implies a lower risk of losing revenue from this source. If the level 
of standard VAT rates does not decisively influence the VAT Gap, it means that the 
deficits are the result of the interaction of several factors, such as: organization of the tax 
administration system, events in the life of companies with an impact on the VAT 
collection - bankruptcy, insolvency, the extent of tax fraud, VAT exemptions used 
abusively, factors that deserve to be studied separately. 
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Abstract: This paper offers another perspective upon the well-known indicators of Modern 
Portfolio Theory (created by Harry Markowitz): arithmetic mean or geometric mean for 
return on financial assets and covariance between the assets included in the portfolio. This 
perspective consists of modelling these statistical indicators, using the triangular fuzzy 
numbers, due to the advantages they have. The first advantage of the fuzzy approach is 
the return on financial assets is expressed in intervals with minimum and maximum values, 
called the triangular fuzzy number. This advantage makes the decision of investment more 
accurate, especially considering the volatility of financial assets. The second advantage of 
using the triangular fuzzy number in modeling the financial return is its membership 
function, which allows the investors to evaluate their investments, depending on the 
membership degree.  
 
Keywords: triangular fuzzy number (TFN); performance indicators; financial return; 
financial risk; financial assets;  
 
JEL classification: G11; G10 
 
 
1. Introduction  
The portfolio selection theory comes from the assumption that investors seek to maximize 
the return while minimizing the risk of investments, and they are willing to assume a higher 
risk only if a higher expected return compensates the risk. Based on this assumption, the 
investor`s portfolio can be analyzed within two balanced dimensions: the expected return 
of the portfolio and the risk of the portfolio. The expected return is calculated as a weighted 
mean of the expected individual returns. The financial risk - synonymous with volatility in 
Markowitz`s theory - is measured by these tools: ” (1) calculation of expected return, (2) 
the variance of an expected return; (3) the standard deviation from an expected return, (4) 
the covariance of a portfolio of securities” (Mangram, 2013). 
 
 
2. Literature review 
The portfolio diversification was a subject of interest for many researchers. Markowitz was 
the author of the portfolio diversification theory or Modern Portfolio Theory (MPT), which 
was developed by many following researchers. Sharpe (1964) built CAPM (Capital Assets 
Price Model). Carlsson et al. (2002) introduced the trapezoidal fuzzy number as financial 
returns in portfolio selection. Liagkouras and Metaxiotis (2018) proposed the use of fuzzy 
logic for mean-variance portfolio optimization with transaction costs. (Sun et al., 2019:6).  
Using fuzzy logic in Modern Portfolio Theory is a challenging direction for portfolio 
optimization, due to the capacity of fuzzy logic to manage the vagueness of input 
parameters (expected return and financial risk), in order to minimize the estimation errors . 
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3. Modelling Triangular Fuzzy Financial Asset Return  
 

3.1. Traditional versus triangular fuzzy return on asset 
The financial asset return is a performance indicator that provides information about the 
earnings that investors gained over a period. Assuming that no dividends were paid over 
the period, the formula of financial asset return is 001 /)( ttta PPPR  (Chen, 2013), 

where tP and 0tP  is the price of the asset in time t and t0. The return of a financial asset 
over a time horizon t ( aiR ) can be described as follows:  
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Modeling financial assets return with the triangular fuzzy number is due to the volatility of 
financial assets that form a portfolio. In order to analyze the volatility of assets, the first 
step is to transform real number in fuzzy number and to create an adequate membership 
function. Thus, financial return has to be transformed from the Markowitz form to fuzzy 
form. 
 
Definition 1: Let the financial asset return on the financial market be aR , and let F [0,1] be 
the rules set for all fuzzy triangular numbers. The fuzzy number ( aR ) is considered the 
triangular number of the financial asset return:  ara RrrR  /,  , where ]1,0[: ar R
, if the membership function is : 
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Definition 2: Let the triangular fuzzy number that defines the financial asset return be of the 

form:  ara RrrR  /, , for every ni ,1 . The set       
21 , aaa RRR  , for every 

ni ,1  is considered the level set of triangular fuzzy number aR , where:  

    aab rrrRa  1  

    bcc rrrRa 2  
The triangular fuzzy number for the return on asset is as follows: 

)( iiii cbaa rrrR   , for every ni ,1  
 

Example 1: There are two financial assets 1A  and 2A , which are included in a portfolio. 
The data about their returns in the year N are as follows: 
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From this data series, the most frequent value of the returns for 1A  and 2A  is 0.7 and 0.5, 
but, there are also maximum and minimum values for the returns of these assets. 
Considering this volatility, the returns for these assets may be fuzzified in the triangular 
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fuzzy number as: 1aR  (0.1 0.7 0.8) and 2aR (0.3 0.5 0.9). The minimum value of the fuzzy 
number represents the minimum value of assets return in the year N, while the middle 
value is obtained through the mode function, which is the most frequently occurring return 
in the year N. The membership function of these financial assets 1A  and 2A  represents the 
probability degree of return realization. Because of its frequency, the mode value of the 
assets represents the highest degree of realisation, and the margins of the fuzzy numbers 
represent the lowest grade of realisation. 
 
3.2. The expected financial asset return with triangular fuzzy numbers 
According to Modern Portfolio Theory, the expected financial return “can be viewed as the 
historic average of a stock’s return over a given period of time” (Mangram, 2013). With 
fuzzy logic, the expected return for asset iA   is the medium value of the triangular fuzzy 
return )( iiii cbaa rrrR  (Luengo, 2010): 
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where:  aif RE  - triangular fuzzy expected return for asset i; 

           iii cba rrr - left, peak, right elements of triangular fuzzy return. 
 

Example 2 (Continuing Example 1): According to the Markowitz Theory, the expected non-
fuzzy returns for assets 1A  and 2A are: 0.56 for 1A and 0.58 for 2A . 
The expected fuzzy rate return for the two assets 1A and 2A , considering the above 
formulas, are:   62.01 af RE and   53.02 af RE   
From this example, it can be observed that the non-fuzzy financial return and the triangular 
fuzzy return for asset 1A  have different values; the same goes for 2A . This difference 
comes from the fact that the non-fuzzy return does not consider the frequency of the return 
values in year N, while the triangular return considers the frequency of the peak value in 
year N and offers a higher weight of the most frequent return value. This means that the 
fuzzy expected return is more feasible based on trades history. 

 
 

4. Modelling the covariance with triangular fuzzy numbers 
Covariance measures the relationship between the returns for one asset and returns for 
another. If the covariance is positive, the returns of the assets are positively related. If the 
covariance is negative, the return of the assets is negatively related. In Modern Portfolio 
Theory, the covariance is used for portfolio diversification. In order to reduce portfolio risk, 
an investor must include assets with negative covariances.  
Using triangular fuzzy numbers and their level sets, the covariance between financial 
returns of assets 1A  and 2A is (Boloș et al., 2019): 
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Example 3: The covariance between the returns of the assets, from first example, 1A  and
2A  is: 0.0119. That means that these two assets are positively related; when the return of 
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first asset increases, the return of the second asset increases as well. The fuzzy between 
1A  and 2A is:  51.0),( 21 aa RRCov  

The fuzzy covariance is positively expressed in non-fuzzy number, because the multiplying 
and dividing arithmetical operations have real results, not triangular fuzzy results. The 
positive covariance represents a positive relationship between the two returns of the 
assets 1A  and 2A . 

 
 

5. Conclusion 
In conclusion, the major advantages of using fuzzy logic in modelling the indicators of 
Modern Portfolio Theory are: 

 Using fuzzy numbers is more reliable when the investor wants to estimate the risk 
or the gain for his portfolio, or for his future transactions; 

 The membership function of the financial asset return or the membership function 
of the financial risk indicates the most frequent value in a given period and the 
degree of attaining the other values of return. By using this component of the fuzzy 
number, the investor will be informed about the realization degree of the expected 
return values, analysing the frequency of the returns in the previous period. 
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