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REFLECTIONS ON THE NATIONAL ECONOMY DEVELOPMENT

Simion CERTAN?, PhD, Professor,

State Agrarian University of Moldova
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After twenty-four years of reforming the national economy by dismantling the centrally
administered economic system and the establishment of market economy system, suppression of public
and amplification of private property our country has reached an advanced level of poverty. In this
process, national economy development passed through important changes not only in form, but also in
fund. This situation requires intensification of concerns related to the national economy, which
determines the actuality of this study. In the research, there were applied specific methods and
techniques of economic investigations, based on the statistical yearbooks of the Republic of Moldova and
Eurostat and other afferent publications. In the article, the authors reflect on the evolution of our
country’s economy and come up with some suggestions that would contribute to the sustainable
development of the national economy.

Key words: economy, policies, development, efficiency, mechanisms, market.

In economia nationald, bazatd pe relatiile de piatd si deschisd fatd de lume, S-au produs, fard
indoiala, mutatii importante nu numai de forma, ci mai ales de fond. Chiar daca despre ceea ce se intampla
in economia nationald s-a discutat la diferite intruniri, s-a abordat la sesiuni stiintifice, in multiple publicatii
nationale §i internationale, studiul ramdne a fi actual. Investigatia s-a realizat In baza datelor Anuarelor
Statistice ale Republicii Moldova si Bancii Mondiale care au fost selectate si prelucrate de autori. In
cercetare s-au aplicat metode si tehnici recunoscute si folosite in investigatiile economice. Tn materialul
prezentat autorii mediteaza asupra factorilor ce au influentat evolutia economiei tarii noastre si vin cu unele
propuneri care ar contribui la dezvoltarea durabila a economiei nagionale.

Cuvinte-cheie: economie, politici, dezvoltare, eficientd, mecanisme, piata.

B nayuonanwroil s3xonomuxy, 0CHOBAHHOU HA PLIHOYHBIX OMHOWEHUSIX U OMKPLIMOU OJis MUPQ, 6He
COMHEHULL, NPOUOULTYU BAICHBIE USMEHEHUS He TMOTILKO O (hopme, HO U no cywecmay. Jladce ecau mo 4mo
NPOUCX0O0Um 6 HAYUOHATLHOU IKOHOMUKU O00CYHCOANOCL HA PA3HBIX COBCWAHUSX U HAYYHBIX
KOH@EepeHyusx, 0ceeujaemcs 8 MHO2OYUCTEHHbIX HAYUOHATbHLIX U MeNCOYHAPOOHLIX NYOIUKAYUSIX,
uccnedoganue pazeumus HAYUOHATBHOU OKOHOMUKU OCMAémcst akmyanvHou. B ucciedosanuu
ucnonvzosanvt Oanuvie enapmamenma Cmamucmuxu Pecnyoruxu Mondosa u Muposoco bamka,
Komopule Ovliu omobpanvl u obpabomansl asmopamu. Ilpu usyyenuu pasgumus HAYUOHATLHOU
9KOHOMUKYU 00PAYATUCL K MEMOOAM U MEeXHUYeCKUM NPUEMaM U38ECIHbIM U UWUPOKO NPAKMUKYEeMbLM
6 DKOHOMUYECKUX UCCAed08aHusx. B cmamve agmopul usyyaiom cumyayuio ¢ HAYUOHATLHOU IKOHOMUKU
U Ha 3Moil 0CHO8e 8bl08U2AIOM PO NPEONONCeHUNl Komopbie Oy0ym cnocobcmeosams 3ekmusHomy
U YCMOUMUBOMY PA3BUMUIO HAYUOHATbHOU IKOHOMUKU.

Knwouesvie cnosa: 3x0HoMuKa, nOIUMuUKA, pasgumue, 3¢hPexmusHoCmsb, Mexanu3mol, PbIHOK.

JEL Classification: F15; F42; G38.

Introduction. After twenty-four years of reforming the national economy by dismantling the
centrally administered economic system and the establishment of market economy system, suppression of
public and amplification of private property our country has reached an advanced level of poverty. Both
public authorities and those engaged in research bring and “argue” many reasons, many of them being not
accompanied by measures that would lead the national economy to a better level. Obviously, the study of
economy development continues to be imperative.

! © Simion CERTAN, simcertan@hotmail.com
2© lon CERTAN, ioncertan@gmail.com
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Knowledge level issue. The study of various aspects of the national economy has been conducted
both in the country and abroad. However, even if this topic has been investigated before and discussed at
various official meetings, approached at scientific sessions, exposed in various national and international
publications, national economic development still needs to be investigated.

This situation urged us to think about the development process of the national economy, on the
evolution of the national economy structure, the products that our country could submit to the Western
market, the possible consequences of integration processes.

Material and method. National and international normative acts, textbooks, monographs and other
publications specific to the theme can be found among the materials used in research. The study is
performed on selected data and processed by the authors based on the statistical yearbooks of the Republic
of Moldova and Eurostat, other publications that provided us pertinent meanings and explanations in
relation to the phenomena and processes that happend or occurr now. In the research specific methods and
techniques of economic investigations were applied.

Results and meditations

National economy: general characteristics

Our country’s economy has undergone a difficult phase of changes initiated by the decision of
Moldovan Parliament on July 25, 1990 which qualified “...the transition to a market economy as a model
of management...”. The transition to the economy based on market relations was frequently marked by
dynamism, often by uncertainty and risk, sometimes even hostility. Gross domestic product (GDP), this
macroeconomic aggregate representing the final result of production activity which is being calculated in
prices of the year 2005, fell to $ 5.96 billion in 1990 (Table 1), a year to launch the economic reforms to
$ 2.12 billion in 2000 or by 2.81 times, then slowly increased to $ 4.21 billion in 2014 or by 1.98 times.

Table 1
Evolution of gross domestic product

1990 | 1995 | 2000 | 2005 | 2010 | 2011 | 2012 | 2013 | 2014

GDP, in prices 2005, $ billion 596 | 239 | 212 | 299 | 350 | 3.73 | 370 | 4.05 | 421

GDP per capita, $ 1613 650 | 583 | 831 | 983 | 1047 | 1040 | 1138 | 1191

Eﬁi%nca'cu'ated by PPP, $ 238 | 954 | 847 |11.93 |13.98 |14.88 | 14.77 |16.16 | 16.91

GDP, calculated by PPP, per

. 6440 | 2596 | 2329 | 3518 | 3925 | 4179 | 4150 | 4542 | 4753
capita, $

GNI, calculated by PPP, $

billion 1538 | 6.84 | 6.83 |11.90 |14.84 | 16.08 | 16.78 |18.51 |19.50

fa';'i't’acﬂcu'ated by PPP. per | 4160 | 1860 | 1880 | 3310 | 4170 | 4580 | 4710 | 5200 | 5480

Source: Elaborated by authors based on selected information from http://data.worldbank.org/indicator.

GDP calculated by purchasing power (PPP) of 2011, as well, decreased from $ 23.8 billion in 1990
to $ 8.47 billion in 2000 or by 2.81 times, then increased to $ 16.91 billion in 2014 or by 2 times.
Basically, the same dynamic has GDP being calculated either in prices of 2005, or being expressed by
purchasing power related to a resident of our country.

Thus, we find that after 24 years of dismantling the centralized managed economy and
establishment of market economy system GDP in our country has not yet reached the level that it had at
the beginning of economic reforms.

Gross national income (GNI) expressed by the purchasing power of 2011 declined from
$ 15.38 billion in 1990 to $ 6.83 billion or by 2.25 times in 2000, then increased to $ 19.50 billion in 2014
or by 2.85 times. GNI is characterized by similar dynamic expressed by purchasing power, being reported
to an inhabitant of our country.

Even if in the years 1990-2000 GNI decreased faster in relation to GDP, then in 2011 it already
exceeded the level of 1990, increasing in the last three years with 21.26 percent. The fact that the GDP
evolution differs than the GNI is mainly due to the divergence of their calculation method.
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Table 2
Contribution of the main economic activities in the gross domestic product, %

1990 | 1995 | 2000 | 2005 | 2010 | 2011 | 2012 | 2013 | 2014

Gross domestic product, 100 100 100 100 100 100 100 100 100
including:

- agriculture 36.14 | 33.02 | 29.03 | 19.53 | 14.45 | 14.26 | 13.43 | 14.29 | 15.23
- industry 36.65 | 32.15 | 21.72 | 16.34 | 1591 | 16.84 | 16.71 | 17.11 | 16.69
- services 27.21 | 34.83 | 49.25 | 64.13 | 69.64 | 68.90 | 69.86 | 68.60 | 68.08

Source: Elaborated by authors based on selected information from http://data.worldbank.org/indicator.

Both the dynamics of gross domestic product and gross national income were considerably
influenced by the ratio of the main economic activities contribution for their formation. The share of
goods production decreases from 72.79% in 1990 (Table 2) to 31.92 percent in 2014 and by 2.3 times.
The services share in the gross domestic product significantly increased by 2.5 times.

Both the contribution and dynamic of agricultural and industrial goods is practically identical.
Agriculture’s contribution is reduced from 36.14% in 1990 to 15.23 percent in 2014.

After the declaration of independence, the contribution of branches to the total agricultural
production has undergone major changes. During 1995-2013 in the structure of agricultural production
from our country dominates the crop production, which share fluctuates between 61.5% in 2012 (Table 3)
and 72.3% in 2013. Cereals are highlighted among the vegetable products, which in the reference years
account from 17.9% in 2912 to 28.8% in 2013.

Table 3
Agricultural production structure in all categories of households, %

1995 | 2000 | 2005 | 2010 | 2011 | 2012 | 2013
Total crop production, including: 100 100 100 100 100 100 100
vegetable production, of which: 70.0 69.0 68.9 66.2 71.7 61.5 72.3
- cereal crops 19.0 25.0 22.9 18.8 28.0 17.9 28.8
- vegetables 7.0 5.0 7.3 7.4 8.1 6.0 55
- fruits, nuts, berries 7.0 3.0 4.4 3.9 6.8 6.7 54
- grapes 9.0 12.0 12.8 12.1 6.1 10.4 9.0
- animal production, of which: 30.0 31.0 31.1 33.8 27.9 38.5 21.7
- cattle and poultry production 16.0 14.0 14.8 18.9 145 21.5 15.4
- milk 10.0 13.0 10.9 10.2 10.0 11.1 8.0
- eggs 3.0 4.0 4.4 4.0 3.3 4.2 3.0

Source: Elaborated by authors based on the statistical yearbooks of the Republic of Moldova.

If in the “90s of last century, it was up to 17% to fruit, in the years 2000-2013 their share ranges
from 3.0% in 2000 to 6.8 percent, being in full compliance with the specific sequence to fruits a fruitful
year followed by a less fruitful year. In the less productive years, the summary weight of vegetables,
fruits, nuts, berries and grapes is lower than of cereals.

In the animal production structure, which is ranging from 27.7% in 2013 to 38.5% in 2012, the
production of livestock and poultry dominates by 14% in 2000 and 21.5 in 2012.

This situation proves, on the one hand, that agriculture as activity is sufficiently preserved, and on
the other hand, that the structure of agricultural production is not formed only under the influence of
decision makers.

Mutations that occurred in the structure of agricultural production indicate a trend to decrease the
share of intensive crops such as grapes, fruits, vegetables, tobacco etc. and the increase of the share of
products requiring small amount of capital such as wheat, corn, sunflower and others.

In the industrial production structure, the manufacturing industry dominates categorically, whose
share varies from 81.0% in 2010 (Table 4) to 87.5 in 2005.
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Table 4
The structure of industrial production by types of activities, %

1995 | 2000 | 2005 | 2010 | 2011 | 2012 | 2013
Industry, total, including: 100 100 100 100 100 100 100
- extractive 0.8 0.8 1.4 1.6 1.7 1.6 1.9
- manufacturing, of which: 83.6 82.1 87.5 81.0 82.6 82.9 84.0
- wine production, 10.8 16.9 20.0 7.2 6.1 6.4 6.9
- fruit and vegetables processing 6.7 51 3.4 3.7 5.3 4.4 4.5
- chemical 0.8 1.4 1.1 2.7 2.6 2.6 2.8
- furniture production 2.1 0.9 1.8 2.2 2.1 2.0 2.2

Source: Elaborated by authors based on the statistical yearbooks of the Republic of Moldova.

The economic activity of any country, including Moldova, requires the exchange of goods produced
with both goods and other necessary resources. The exchange takes place through the market and
primarily the internal market.

Internal market of Moldova is limited by consumers who on January 1, 2013 amounted to 3.5578
million and is subjected to their purchasing power. Even if the average monthly disposable income relative
to the average value of the minimum subsistence per person increased from 46.1% in 1995 to 104.3% in
2013, it still remains insufficient. Moreover, the national economy does not have sufficient resources,
especially energy, to ensure continuous production of goods. It is obvious that the national economy is
doomed to trade relations with other countries.

Exports of goods and services as a share of GDP increased steadily from 48.2% in 1990 (Table 5) to
59.2% in 2010, then it reduced sharply reaching 45.0% in 2011 or at the level below than that of 1990 and
steadily decreased to 42.5% in 2014. We also mention that the share of high technology exports is very
low ranging from 2.36% in 2013 to 8.26% of production exported in 2010.

Table 5
Export and import of goods and services

1990| 1995 | 2000 | 2005 | 2010 | 2011 |2012 |2013 2014
Exports of goods and services in relation
to GDP, % 48.2 | 49.3 | 49.8 | 51.1 | 59.2 | 45.0 | 435 [43.3 425
Exports of technologies, in % of exports
of goods and services - | 379 | 301 | 396 | 826 | 6.31 |4.78 |2.36| -
Imports of goods and services in relation
to GDP, % 50.6 | 58.0 | 754 | 91.7 | 785 | 85.8 |83.9 |80.6 | 78.9
The balance of imports and exports
in relation to GDP, % -24 | -8.7 |-25.6 |-40.6 |-19.3 | -40.8 |-40.4 |-37.3| 36.4

Source: Elaborated by authors based on selected information from http://data.worldbank.org/indicator.

Imports of goods and services in relation to GDP increased from 50.6% in 1990 to 91.7% in 2005,
than slightly reduces oscillating between 78.5% in 2010 to 85.8 in 2011. The import of goods and services
exceeds their exports, reaching a difference 40.6% of GDP.

The value of exported industrial production decreased from $ 210.3 million in 1996 (Table 6) to
$ 182.2 million in 2000 or with 13.4 percent, then increases to $ 508.2 million in 2005 or approximately
by 2.8 times. During 2005-2013 the value of exported industrial products increased by 2.78 times.

The value of imported industrial production of our country was reduced from $ 929.4 million in
1996 to $ 666.7 million in 2000 or with 28.3 percent, then increased to $ 2042.7 million in 2005 or by 3.06
times. In 2005-2013 the value of industrial goods increased by 2.3 times. Virtually, all trade deficit was
generated by import and export of industrial products.

The export of food products decreased from $ 584.7 million in 1996 to $ 291.0 million in 2000 then
increased to $ 582.9 million in 2005. In the years 2005-2013 the value of food products increased by
2.8 times. If in 1996 food products dominated (by 77.6%), being followed by vegetable products (11.6%),
animals and animal products (10.3%), then in 2013 the largest share (49.9%) has the plant products,
followed by food products (42.1%), alcoholic and soft drinks (24.8%).
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Table 6
The national external trade, million $

1996 2000 2005 2010 2011 2012 2013

Total: - Export 7950 | 4715 | 10909 | 15415 | 2216.8 | 2161.9 | 24283
- Import 10723 | 7764 | 2292.3 | 38553 | 51913 | 52129 | 54924
~Trade balance 2773 | -3049 | -1201.4 | -2313.8 | -29745 | -3051.0 | -3064.1
‘_”‘E'X”pdourit”a' products 2103 | 182.2 | 5082 | 788.1 | 1299.7 | 12830 | 14128
- Import 929.4 | 666.7 | 2042.7 | 3263.7 | 4503.4 | 4469.6 | 4708.6
- Trade balance 7191 | -4845 | -15345 | -2475.6 | -3203.7 | -3186.6 | -3295.8
?E"’)‘(%?r‘tfo‘)d products 5847 | 291.0 | 5829 | 7322 | 917.1 | 8789 | 10155
- Import 142.9 | 1096 | 2796 | 5914 | 687.8 | 7433 | 78338
- Trade balance +4418 | +1814 | +303.3 | +140.8 | +229.3 | +135.6 | +23L7

Source: Elaborated by authors based on selected information from http/www.statistica.md.

The share of agro-food production exported in total national export is reduced from 73.55% in 1996
to 61.4% in 2000, 53.42% in 2005 and 41.82% in 2013, but the trade balance of agro-food products over
the years remains positive.

National economy development is influenced by available resources, primarily by the natural
potential which, as stated by P. Bran [1, 20] participates with “the force of its laws and with its “goodies”,
substance (s), energy (e) and information (i), goodies which are in their natural state, “manufactured” by
the physical movement, chemical and biological material”. We believe that climatic conditions, land fund,
variable configuration of the landscape, water, flora, and fauna are sufficiently favourable for the
development of national economy.

A. Smith’s formula [5] that human activity creates the weight of goods requires the study of human
potential that undoubtedly contributes to the national economic development.

The total population decreased from 3.604 million in 1995 (Table 7) to 3.535 million in 2013
or about 2%. Only in 1995 and 2012 the number of births exceeded the deaths.

Table 7
Population distribution by participation in economic activity in Moldova, thousand persons

1995 | 2000 | 2005 | 2010 | 2011 | 2012 | 2013
Population, total 3604 | 3639 | 3595 | 3582 | 3560 | 3560 | 3559
natural movement of population: 56.4 | 38.9 | 37.7 | 405 | 39.2 | 394 | 379
- births
- deaths 530 | 412 | 447 | 436 | 39.2 | 386 | 38.1
including: economically active population 1696 | 1655 | 1422 | 1235 | 1258 | 1215 | 1236
activity rate, % 471 | 454 | 395 | 347 | 36.3 | 341 | 347
of which employed population in economy 1673 | 1515 | 1319 | 1143 | 1173 | 1147 | 1173
employment rate, % 46.5 | 41.2 | 36.6 | 321 | 33.0 | 32.2 | 329
including employment in agriculture 710 | 765 537 315 323 303 338
employment in agriculture, % 428 | 505 | 40.7 | 275 | 275 | 264 | 28.8
The number of persons who left the country 5432 | 9128 | 6827 | 4714 | 3920 | 3062 | 2585

Source: Elaborated by authors based on the statistical yearbooks of the Republic of Moldova.

The number of active persons decreased from 1696 ths in 1995 to 1236 ths in 2013 or with 27.13
percent. The activity rate decreases respectively from 47.1% in 1995 to 34.7% in 2013, or with 12.4
percentage points. The number of persons employed in the economy dropped from 1673 ths in 1995 to
1173 in 2013 or with 29.9 percent, which is very dangerous for the national economy. The number of
people employed in agriculture fell categorically from 711 ths in 1995 to 338 ths in 2013 or by 2.1 times.
The employment rate in agriculture decreased from 42.8% in 1995 to 28.8% in 2013.

The number of persons who left the country has increased from 5432 in 1995 to 9128 persons in
2000, than steadily decreased reaching 2585 people in 2013.
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For any public authority, for any entrepreneurial administration identifying the resources necessary
for financing of working capital and ensuring investment for regeneration and growth assets
is a mandatory dimension.

Financial possibilities of companies are modest and do not provide funding. Tax revenues, even if
they have reached 18.64% of GDP in 2012 (Table 8), remain insufficient to provide the necessary support
to the national economy.

Table 8
General characteristics of the national economy financing

1995 | 2000 | 2005 | 2010 | 2011 | 2012 | 2013 | 2014

Tax revenues,% of GDP 14.72 | 18.48 | 18.19 | 18.28 | 18.64

Personal remittances, $ mil. 1.02 | 178.6 | 915.1 |1351.4 |1600.4 |1793.3 |1984.9 |2074.6

Domestic credit,% of GDP 23.72 1 25.21 | 31.52 | 36.34 | 39.05 | 43.46 | 45.83 | 39.00

Official development assistance and 68.5 | 1225 | 169.1 | 470.4 | 469.1 | 473.1 | 3744 | -
official aid received, $ mil.

Foreign direct investment, $ mil. 25.9 | 127.5 | 190.7 | 212.0 | 301.4 | 204.9 | 249.0 | 353.1

Source: Elaborated by authors based on selected information from http://data.worldbank.org/indicator.

Remittances have increased from $ 1.02 million in 1995 to $ 2074.6 million in 2014, but primarily are
used for consumption. The share of domestic credit to GDP rose from 23.72% in 1995 to 45.83 in 2013, then
decreased to 39 percent in 2014 and will continue to shrink as the recent Board of the National Bank of
Moldova decided to increase the base rate from 15.5 to 17.5 percent annually. Thus, not inadvertently, the
official assistance for development and official received aid increases from $ 68.5 million in 1995 to $ 473.1
million in 2012 or by 6.9 times than it reduced to $ 374.4 million in 2013 or with 20.9 percent. Practically, in
the programs of all governments is specified the need to attract foreign investments, even if they increased from
$ 25.9 million in 1995 to $ 353.1 million in 2014 or by 13.6 times, they do not cover the demand.

Generalizing the above, we find that to amplify and deepen the knowledge of the national economy
it is required to conduct a comparative study.

Valences of the national economy: comparative study

Gross domestic product, corresponding to the goods and services for final consumption is calculated
in prices of 2005 and reported to a resident of the Republic of Moldova made up $ 650 (Table 9) in 1995
and formed 50.9% of that of Ukraine, 18.5% of the Romania and 13.0% of that of Estonia. Even if GDP
compared to an inhabitant of our country has increased from $ 650 in 1995 to $ 831 in 2005, compared to
Ukraine’s amounted only 45.2%, or less than 5.7 percentage points, to that of Romania — 17.8% or 0.7
percentage point less, to Estonia — 8.0%, or with 5 percentage points less. Subsequently, it increases
almost constantly up to $ 1,191 in 2014 when it made 57.2% of Ukraine, 19.2% of Romania’s and 9.8%
of that of Estonia.

Table 9
The evolution of gross domestic product per capita in 2005 prices, $

1990 | 1995 | 2000 | 2005 | 2010 | 2011 | 2012 | 2013 | 2014

Estonia 4995 | 7102 | 10336 | 10364 | 11255 | 11821 | 12056 | 12348
Latvia 3601 | 4822 | 7634 | 8058 | 8617 | 9146 | 9636 | 9974
Lithuania 7864 | 8941 | 9705 | 10213 | 10653 | 11074
Romania 3820 | 3509 | 3327 | 4652 | 5635 | 5793 | 5840 | 6067 | 6196
Moldova 1613 | 650 583 831 983 1047 | 1040 | 1138 | 1191
Ukraine 2641 | 1277 | 1211 | 1839 | 1975 | 2085 | 2094 | 2099 | 2081
Russian Federation 5685 | 3529 | 3870 | 5323 | 6365 | 6631 | 6846 | 6923 | 6844

Source: Elaborated by authors based on selected information from http://data.worldbank.org/indicator.

Thus, we conclude that the results of efforts to develop the national economy are very modest
compared with neighbouring countries and the Baltic countries.

If the contribution of assets to the gross domestic product of our country was reduced
from 72.79% in 1990 to 50.75% in 2000 and with 31.92% in 2014, then in Romania it is respectively
from 73.68% to 45.50% and 32.63%, in Estonia — from 38.19% in 1995 to 32.64% in 2000 and 31.84%
in 2014, in other words more slowly. In 2014, the contribution of assets to the GDP was nearly equalized.
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Contribution of agriculture to the gross domestic product of our country declined from 36.14% in
1990 (Table 10) to 14.45% in 2010, remaining at that level thereafter. In Romania, for example it
reduces continuously from 23.74% in 1990 to 5.36% in 2014, when it gets close to the European Union
member countries.
Table 10
The contribution of agriculture to gross domestic product, %

1990 | 1995 | 2000 | 2005 | 2010 | 2011 | 2012 | 2013 | 2014
Estonia - 5.84 4.84 3.50 3.19 3.95 4.07 3.59 3.67
Latvia - 8.93 5.19 4.32 4.49 3.92 3.71 3.64 3.45
Lithuania - - - 4,78 3.29 3.81 4.38 3.78 3.46
Romania 23.74 | 21.42 | 12.06 | 9.52 6.41 7.48 6.01 6.35 5.36
Moldova 36.14 | 33.02 | 29.03 | 19.53 | 14.45 | 14.26 | 13.43 | 14.29 | 15.23
Ukraine 25,57 | 15.40 | 17.08 | 10.40 | 8.27 9.49 9.05 | 10.16 | 11.79
Russian Federation 16.61 | 7.16 6.43 4.97 3.87 4.37 3.93 3.95 -

Source: Elaborated by authors based on selected information from http://data.worldbank.org/indicator.

Thus, in 2014 the contribution of agriculture to GDP (the 6™ part), by 2.9 times higher than in
Romania and about 4.4 higher than in the Baltic countries, given that the agriculture has relatively the
lowest added value.

Industry contribution to the national gross domestic product decreased from 36.65 percent in 1990
(Table 11) to 16.34% in 2005, remaining at that level until 2014, Romania has decreased from 49.94% in
1990 to 33.44% in 2000, then after 2010 is maintained at 42-43% and decreased to 27.27 in 2014.

Table 11
Industry contribution to gross domestic product, %
1990 | 1995 | 2000 | 2005 | 2010 | 2011 | 2012 | 2013 | 2014
Estonia - 32.35 | 27.80 | 29.78 | 27.98 | 29.19 | 28.96 | 28.95 | 28.17
Latvia - 25.87 | 20.10 | 16.47 | 19.01 | 18.13 | 17.69 | 16.95 | 16.37
Lithuania - - - 24.92 | 23.25 | 2459 | 24.82 | 24.17 | 23.59
Romania 49.94 | 42.74 | 33.44 | 35.89 | 42.09 | 42.78 | 42.34 | 43.25 | 27.27
Moldova 36.65 | 32.15 | 21.72 | 16.34 | 1591 | 16.84 | 16.71 | 17.11 | 16.69
Ukraine 4457 | 42.68 | 36.32 | 32.45 | 31.34 | 29.08 | 28.42 | 26.22 | 25.39
Russian Federation 48.35 | 36.96 | 37.95 | 38.08 | 34.70 | 37.43 | 36.85 | 36.27 -

Source: Elaborated by authors based on selected information from http://data.worldbank.org/indicator.

Less oscillates industry’s contribution to the GDP in the Baltic countries. For example, in Estonia,
except 1995 (32.35%) it is maintained at level of 28-29 percent.

Of course, the structure of goods and services contributing to the GDP affects their exports. Exports
of goods and services in our country, as a share of GDP, increase slowly from 48.2% in 1990 (Table 12) to
59.2% in 2010, then decreases to 42.5% in 2014. In Romania, although exports of goods and services to
GDP is lower than in Moldova increases practically steadily from 16.73% to 41.13% in 1990 to 2014.

Table 12
Exports of goods and services to GDP, %

1990 | 1995 | 2000 | 2005 | 2010 | 2011 | 2012 | 2013 | 2014
Estonia - 49.60 | 61.64 | 65.92 | 75.12 | 87.93 | 88.39 | 86.09 | 84.73
Latvia - 34.68 | 37.27 | 43.15 | 52.98 | 57.83 | 60.87 | 59.40 | 58.02
Lithuania - - - 53.92 | 65.40 | 75.06 | 81.71 | 84.07 | 81.76
Romania 16.73 | 27.63 | 32.83 | 33.08 | 35.42 | 40.03 | 40.00 | 41.98 | 41.13
Moldova 48.2 49.3 49.8 51.1 59.2 45.0 43.5 43.3 42.5
Ukraine 27.64 | 47.07 | 62.44 | 51.48 | 50.75 | 49.82 | 47.72 | 42.96 | 49.15
Russian Federation 18.16 | 29.29 | 44.06 | 35.20 | 29.22 | 30.27 | 29.61 | 28.61 -

Source: Elaborated by authors based on selected information from http://data.worldbank.org/indicator.
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In Estonia exports of goods and services increased from 49.60% in 1995 to 88.39% in 2012, and
then slightly decreased to 84.73% in 2014.

For the economy of any country it is extremely important that export of goods and services
to exceed their import. Imports of goods and services in our country has increased from 50.6% in 1990
(Table 13) to 91.7% in 2005 and decreases from 85.8% in 2011 to 78.9% in 2014. During those years,
import exceeded export.

Table 13
Imports of goods and services to GDP, %

1990 | 1995 | 2000 | 2005 | 2010 | 2011 | 2012 | 2013 | 2014
Estonia - 55.64 | 64.88 | 71.02 | 68.76 | 82.11 | 87.40 | 84.64 | 82.11
Latvia - 39.44 | 45.35 | 57.63 | 54.44 | 62.81 | 65.29 | 62.31 | 60.88
Lithuania - - - 61.10 | 67.28 | 77.61 | 80.85 | 82.82 | 81.64
Romania 26.18 | 33.21 | 38.13 | 43.25 | 41.15 | 45.37 | 45.15 | 42.54 | 41.01
Moldova 50.6 58.0 75.4 91.7 78.5 85.8 83.9 80.6 78.9
Ukraine 28.72 | 50.16 | 57.41 | 50.64 | 53.56 | 56.43 | 56.37 | 52.11 | 53.24
Russian Federation 1794 | 2589 | 24.63 | 2151 | 21.14 | 21.73 | 22.27 | 22.68 -

Source: Elaborated by authors based on selected information from http://data.worldbank.org/indicator.

In Romania, imports exceed exports in the years 1990-2010, than imports remain lower then
exports. The situation is the same for Estonia. In 2014 trade deficit made MDL 41 billion, and namely
36.4% of GDP. For comparison, Romania’s trade deficit in 2014 was 0.12% of GDP, i.e. 303 times less.
In Estonia and Lithuania exports of goods and services exceeded their imports, and the deficit in Latvia
formed 2.86% of GDP or with 12.7 less than in Moldova. Comments are superfluous.

In order to develop the economy there are needed financial resources. Economic agents in
our country do not have their own financial resources and are forced to turn to domestic credit, the share
of which in national GDP rose from 23.72% in 1995 to 45.83% in 2013, then slightly decreased
to 39% in 2014.

Table 14
Domestic credit, % of GDP

1990 | 1995 | 2000 | 2005 | 2010 | 2011 | 2012 | 2013 | 2014
Estonia - 11.19 | 3450 | 68.00 | 96.53 | 83.80 | 76.59 | 71.82 | 72.00
Latvia - 11.74 | 18.47 | 67.46 |128.88 | 79.63 | 62.94 | 59.02 | 52.92
Lithuania - - - 42.81 | 63.83 | 57.02 | 52.00 | 50.92 | 45.63
Romania 79.73 | 2356 | 13.88 | 20.71 | 53.84 | 54.12 | 54.27 | 51.97 | 48.24
Moldova - 23.72 | 25.21 | 31.52 | 36.34 | 39.05 | 43.46 | 45.83 | 39.00
Ukraine - 1551 | 23.82 | 33.24 | 93.89 | 87.27 | 87.86 | 95.02 | 96.55
Russian Federation - 25.46 | 24.93 | 20.81 | 37.72 | 3959 | 42.75 | 48.70 | 52.37

Source: Elaborated by authors based on selected information from http://data.worldbank.org/indicator.

In 2014, the share of domestic credit to Moldova’s GDP was lower by 9.24 percentage points than
in Romania and by 33 percentage points than in Estonia.

Acquisition, creation and reproduction of fixed assets need investments. The possibilities of any
state, including our country are insufficient to provide the necessary investment, which requires attracting
foreign investments. Foreign direct investments in our country have increased from $ 267 million in 1995
(Table 15) to $ 353.1 million in 2014 or by 13.6 times. But in 2013 direct investments in our country were
by 3.5 times lower than in Estonia and by 16.5 times lower than in Romania.

The forecasts are also gloomy for 2015. So, according to Ruslan Piontkivsky, senior economist of the
World Bank for Moldova, the year will be characterized with recession of 2 percent. Moldovan economy
will be contracted with 1 percent in 2015 compared to the previous year, estimated the International
Monetary Fund in the World Economic Outlook report. EBRD estimates an economic decline of up to half a
percent. The Ministry of Economy forecasts a fall of the economy in 2015 by 1 percent.
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Table 15
Foreign direct investments, $ mil.

1990 | 1995 |2000 |2005 |2010 |2011 |2012 |2013 |2014
Estonia - 201 387 3127 | 2053 511 1592 884 1597
Latvia - 180 412 812 433 1502 | 1076 990 782
Lithuania - 73 379 1189 865 1538 576 708 375
Romania 10 419 1037 |6866 |3204 |2557 |2629 |4108 -
Moldova - 259 |127.5 |190.7 |212.0 (3014 [204.9 |249.0 |353.1
Ukraine - 267 595 7808 |6451 |7207 |8175 |4509 847
Russian Federation - 20650 |27142 (15508 (43168 |55084 |50588 (69219 [20958

Source: Elaborated by authors based on selected information from http://data.worldbank.org/indicator.

What is to be done?

The answer to this question is found in the Association Agreement between the Republic of
Moldova, on the one hand, and the European Union and the European Atomic Energy Community and its
Member States, on the other hand. According to paragraph 1, Article 24, this Agreement provides that
“Cooperation between the Parties aims to promote economic policies relevant to functioning market
economies, as well as the development and implementation of these economic policies”.

Paragraph 2 of the same article specifies “Moldova is working towards establishing a functioning
market economy and making gradually closer ties of its policies to those of the EU, in accordance with the
guiding principles of some fiscal and solid macroeconomic policies, including the central bank
independence and stability prices, strong public finances and a sustainable balance of payments”.

Liberalization of our citizens’ movement in the European Union area, the formation of a free trade
area, causes new conditions for our country’s economy. For the establishment and development of
national economy we consider appropriate:

1. To change the structure of gross domestic product by:

- Increasing the share of industry, intensifying the development of chemical industry, including

natural based pharmaceuticals, cosmetics and perfumery products, goods and services;

- Increasing the share of agriculture, judiciously choosing agro-food products with which our
country would be successful, especially in markets that demonstrate a more constant stability, as
for example the EU Common Agricultural Market. It is recommended to considerably expand
the plantation area of vineyards and orchards and to adjust the structure of sorts to the Western
market requirements.

2. To intensify the implementation of mechanisms and economic instruments that can ensure

sustainable development of the national economy such as:

- Practicing the indicative pricing, in other words orientation prices, intervention prices that
trigger mechanism to support farmers and the threshold price which is the minimum level
at which the imported products can accede on the domestic market.

- Taking over by the public authorities from agricultural producers the excess products at prices, which
cover expenses for their storage and sale in the situation when the market acts in favour of the
request.

- Stimulating exports of goods and services by increasing the exchange rate with 5-10 percent
compared with the current value of goods and exported services.

- Renouncing in agriculture to ex ante support/before obtaining the production/which is usually
inefficient and ex post state intervention/after which the production was performed, stimulating
farmers to produce what is needed on the market and particularly on the external one. Ex post
support may be offered through two mechanisms:

a. The state subsidizes a part of the market price covering the production costs;

b. The state buys production at the negotiated price but higher than the cost. The production is then
sold, including to the processing industry at a price that may be lower than that paid to farmers
not to affect the purchasing power of the population.

- Stimulating lending to farmers by financial institutions, particularly for planting orchards and
vineyards, to extend the irrigated areas, to procure the means of production and to everything
that would help to streamline this sector of the national economy.
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3. To form the mentality of people employed in the economy endowing them with innovative
gualities, performance and power to take decisions, to act adequately to the market economy.

Many of those involved in the establishment and development of national economy are from the
generation that found itself in an independent country, coming from the USSR where during the ‘50s they
had a patriarchal childhood, they were caught in the school, where in the ‘60s even the laws of physics
were acting as indicated by the party, in the “70s being at the university studying how happy they will live
under communism, being employed at work in the 80s during the “bright” stagnation where nepotism
flourished and corruption rooted, and in ‘90s they were entrusted with reforming the national economy.
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Actuality of the study is to extend knowledge on the key issues facing older people.
The purpose of the research is to establish the socio-economic position of the elderly, level of respect
of their rights in various areas and their vulnerability. The study methodology includes a combination
of quantitative and qualitative methods. First, by using the method of social survey based on questionnaire
on two target-groups samples (one for people aged 60 and over (1096 respondents) and another
for employable people aged 20-55 (500 respondents)). Second, by conducting individual 10
in-depth interviews with experts and three focus group with elderly (aged 60 and over) that live
in their own household/housing (38 elderly). The study allowed identifying the main problems faced by
older people in various social areas, to identify cases of discrimination, as well as to develop a series
of recommendations to improve the situation.

Key words: elderly, population ageing, living standard, discrimination, healthcare services,
welfare.

Actualitatea studiului consta in aprofundarea cunostingelor cu privire la problemele principale
cu care se confrunta persoanele vdrstnice, scopul cercetarii fiind stabilirea pozitiei socioeconomice
a varstnicilor, gradului de respectare a drepturilor n diferite domenii, dar si vulnerabilitatea lor.
Metodologia studiului prezinta o combinare a metodelor cantitative, prin aplicarea anchetei sociologice
pe baza de chestionar, elaborat pe douad esantioane reprezentative la nivel national (persoane de 60 ani si
peste (N-1096) si persoane de 20-55 ani (N-500)) si a metodelor calitative, prin realizarea interviurilor
aprofundate cu 10 experti in domeniu si a trei discutii focus-grup cu vdrstnici (de 60 ani si peste), care
locuiesc in propria gospodarie/locuinga (38 de varstnici). Rezultatele studiului au permis delimitarea
problemelor majore cu care se confruntd persoanele in vdrsta in diferite sfere sociale, determinarea
cazurilor de discriminare a varstnicilor, dar si dezvoltarea unor recomandari de ameliorare a nivelului de
trai al acestora.

Cuvinte-cheie: vdrstnici, imbatrdnirea populatiei, standard de viata, discriminare, Servicii
medicale, bunastare.

AxmyanvHocmy UCCie008anus 3aKuodaemcs 6 YyernyOaeHue 3HAHULL No KIoUesbiM Npodiemam,
cmoawum nepeod noxcunviMu aoobmu. Llenv ucciedosanus: ananuz cumyayuu no coOnro0eHuio npag
HOJICUTIBIX TH00€U 8 OCHOBHBIX CHepax JICU3HeOessmeNbHOCMU, GbISGIEHIE PACHPOCMPAHEHHOCTU CTyYaed
NI0X020 O00pAWEHUs U HACUAUA HAO NOdCUNLIMU J100bMu. Hccrnedoganue OvLio npogedeno Ha
HAYUOHAILHOM YPOBHE C UCHONIb308AHUEM KOAUUECMBEHHbIX U KAYECNBEHHBIX Memo008, pPA3HbIX
UcmouHuK08 ungopmayuu/yeiegvix epynn. Coyuoarosudeckull Onpoc OCHOBLIBANCS HA 08YX HAYUOHATLHBIX
penpeseHmamusHulx 8blOopKax. HaceneHue 6 gozpacme om 60 nem u cmapuwe (1096 pecnonoenmog)
u HacereHue 6 mpyoocnocodonom eospacme 20-55 aem (500 pecnonoenmos). Kauecmesennoe
uccnedosanue ocHo8ano na 10 enyOUuHHbIX UHMEPSBIO C IKCNEPMamil U mpex oKyc-epynnax ¢ HONCUTbIMU
(603pacma 60 nem u cmapwe, 38 uenosex). Peszyiomamvl uccied08anuss NO3GOAUNU ONPeOetmb
OCHOBHblE NPOOIEMYL, ¢ KOMOPLIMU CIMATKUBAIOMCS NONCUTbIE TIOOU 8 PATUUHBIX COYUATLHBIX Cchepax,
BbIABUMb CTIYYAU OUCKDUMUHAYUU, 4 MAKIHCE bIPAOOMAams ps0 PEeKOMEHOayUll NO YIYUUEHUIO CUMYAYUU.

Knwouesvie cnosa: nooicuivie ooy, cmapenue HACeNeHUs, YPOBEHb OJHCUZHU, OUCKPUMUHAYUS,
MeOuyuHcKue ycuyeu, baazononyuue.
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Introduction. In the Republic of Moldova, the rapid population ageing process has been recognized
as a problem of national importance that endangers the national security of the country. Thus, a set of
strategic documents on the integration of population ageing issues was adopted in development policies.
However, the current socio-economic situation, the insufficient financial resources for implementing
concrete measures in this area, hampers the development of some economic and social conditions that
could give equal opportunity for all to age in safety and dignity.

Evaluation of the standard of living and quality of life of the elderly represents an important
component in researches on population ageing [1]. According to Global AgeWatch Index, in 2014, the
Republic of Moldova was on 74th place of 96 countries in the annual rating of quality of life for people
aged over 60 [2]. Among neighbouring countries, Moldova is exceeded by Romania (position 41) and
Russia (position 65), and precede Ukraine (position 82).

Welfare versus vulnerability of the elderly in the Republic of Moldova. The objective estimates of
the welfare are important, but the living standard of the elderly may be also emphasized through the
representations of individuals about their own quality of life, identification of the problems they face in
their everyday life [3]. This article is based on the sociological research “Discrimination, abuse and
violence against older people” and proposes the analysis of the socio-economic situation of older people
and determines measures for improvement.

More than half (53.8%) of the respondents affirm that their income is insufficient to cover even the
basic needs, the situation is significantly different for the elderly from rural areas (57.7%) than for those
from urban areas (48.6%). Covering the basic needs (food, housekeeping activities and health) is only
possible for 30% of the respondents. The lack of financial difficulties is a specific reality for a very small
number of old people — only 3%.

With age, the financial situation becomes more difficult, the share of the elderly who have no
financial sources to cover their basic expenses is increasing (48.3% for those aged 60-64 and about 61%
for those aged 80 and over). However, the reality shows a clear gender gap, the number of elderly women
is exceeding the number of men and the large share of widows places elderly on the breadline, increasing
their vulnerability to discrimination and different forms of abuse.

Low income is one of the most important factors that influence the level of vulnerability of the
elderly, particularly the accessibility to different services, including medical (availability of financial
means for moving to the district centre, purchasing medications, special care etc.), nutrition in accordance
with age, fulfilling of other basic needs.

According to the self-assessment of the needs, most of the older respondents expressed their
imminent need for a financial aid (63.4%), purchase of medications (51.2%) and assistance regarding
obtainment of medical services (35%). At the same time, every fifth marked the need for food products,
and every tenth person has indicated the need for a moral support and help in performing housekeeping
activities, especially in rural areas.

Approaching the needs and necessary help for the elderly are the most sensitive topics. The most
pressing issues the elderly face and the needs they have, confirmed by the interviewed experts, are firstly
the financial difficulties, which deprive them of all the other needs that assure their survival (Figure 1).
For the elderly, for which the only source of income is pension, the hardest and the most difficult moments
are the heating costs in the cold season that can rarely be integrally paid, or with deprivation of other
important needs, such as purchasing medications and nutrition. The transport, but also the lack of
conditions for personal hygiene such as centralized water systems, lavatory inside the house, bathroom or
shower, especially for those in rural areas, are expound as very necessary for the elderly.

It was noticed that the economic situation of the elderly generates a continuous and closed chain
of their rights deprivation, including the integration and participation in social life, with obvious risks
of isolation, discrimination and stigmatization.

Extending the working life is an important factor, which contributes to the maintenance of the
financial independence of older people and emphasizes their potential, work experience and positive
emotional state. At the same time, retirement strengthens the stereotypes about age-related changes,

! The research was carried out in 2014, by the Centre for Demographic Research (CDR) in collaboration with
Help Age International and with the financial support of UN Population Fund.

Nr. 3/2015



ECONOMIE §1 SOCIOLOGIE / ECONOMY AND SOCIOLOGY 23

feelings of loneliness and hopelessness (38.5%) emerge, the development of the emotional ageing
accelerates, and the vulnerability of older people and social distance from other age groups is increasing.
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Fig. 1. Necessary assistance for the elderly (self-assessment), by sex and residence (%o)
Source: Calculated by authors based on sociological study “Discrimination, abuse and violence against
older people in Moldova”, 2014.

Currently, there is a low rate of involvement in the economic activity of the elderly population. After
reaching the retirement age, the share of employed people is reduced twice, about 21% of men and 18.4% of
women.

The opportunity to remain employed after retirement is especially possible for those from urban
areas and people who had a less physically and emotionally demanding job. Moreover, the results of the
current study confirm the poor state of health of the elderly. A great share of people that are at the
retirement age (about 40%) indicate the worsening health as a barrier to the continuation of their work.

The problem becomes more complex in our country’s conditions, where the alternative for
extending the work activity is the “passive retirement” in the family circle and housekeeping: childcare
(31%), helping relatives, friends, neighbours (about 19%), and home care of ill or disabled people
(approximately 6%). Many older people do not engage in activities outside the house — about 60% of older
respondents, regardless of the place of residence. Although, our qualitative research has registered the
significant progress on solving these issues of older people in areas where the active groups of elderly
volunteers exist. The experience of other countries shows [4] a strong and positive correlation between
volunteering and mental health of older people, the life satisfaction, happiness, increased self-esteem and
reduced stress level [5]. Elderly describe the “post retirement” period as very stressful from both financial
and psycho-emotional point of view.

Health is an essential component of the quality of life of the elderly. According to its condition, the
elderly carry out their activities, live a full life and consider themselves as active members of the society.
Low standards of living conditions have an influence on all the aspects of life of the elderly, including the
state of health. Lack of financial means, poor nutrition, poor housing conditions, lack of access to basic
hygiene conditions, as well as poor working conditions throughout life, and the lack of social organization
(careless attitude towards their own health, unhealthy life styles, lack of health culture and education) — all
these are the causes of poor health of the elderly.

The elderly determine the health problem as a predominant one, and the lack of financial sources to
maintain it and to assure the availability of medical services have turned out to be a very sensitive topic.
Individual characteristics, such as those related to age, status (training), sex etc., influence the perception
of health. Less than 1/5 of the elderly assess their health as very good or good for their age, with
significant differences between elderly from the cities (18.9%) and those from the villages (13.3%). With
age, the share of positive assessments of health is becoming increasingly insignificant. The incidence of
long-term chronic diseases and of a degree of disability is specific for at least every second interviewed
elderly. Regardless of age, the share of women who face health problems (52.3%) is much higher than that
registered among men (38.9%). Mobility difficulties and blood pressure issues are mentioned by the
majority of the interviewed male population, and practically by every woman.
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Despite the fact that pensioners benefit from free compulsory medical insurance, the existence of
some problems regarding accessibility of medical services among the elderly are very important. Only
72.6% of the respondents mentioned that they received medical care when they needed it. In the top of the
obstacles regarding affordability of the profile services and their outcome is the high cost of the required
medicines. Thus, every third older person (35%) of those who did not receive medical assistance indicated
this reason. Physical impossibility to go to the medical institutions, the distance towards them, and the
high cost of transportation are the barriers mentioned by every tenth person, in case when no medical
assistance was delivered at the required time or on request.
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Fig. 2. Access of the elderly to healthcare services (%0)
Source: Calculated by authors based on sociological study “Discrimination, abuse and violence against
older people in Moldova™, 2014.

Discrimination on grounds of age is a common phenomenon in medical institutions, age often
influenced the person’s access to medicines, treatment, diagnosis and long-term care. The existence of
these situations is demonstrated by the denial to deliver services due to age. This fact was confirmed by
9.3% of victims, and in the absence of the insurance policy (about 2%). The emergency medical service
has not reached its destination or timely in 7% of cases of questioned pensioners. The mistrust of doctors
and the request of unofficial payments (6.3%) were indicated by the vast majority of the elderly
participated at the group discussions as another reason that prevents the older population to ask for help
when they need it.

According to the results of the study, for 23% of the elderly, mostly represented by dwellers from
rural areas and small towns, the access to quality healthcare services is not provided due to the shortage of
medical personnel, obsolete medical equipment and inadequate medical infrastructure. Another category is
the elderly from large and medium cities, where the range of quality medical services is wider. The fact is
that in both categories, there are many people who lack the financial means, practically every second. The
problems concern the medicines that must be purchased and are expensive (only 48.1% benefit from
compensated medicines), the cost of transportation to the medical centre, but also unofficial payments.

Discussions with the elderly through qualitative study outlines gaps of the compulsory health
insurance system, and low flexibility of the health services intended to elderly. In general, older people
express their dissatisfaction with the functioning of medical assistance service, increased costs of the
medical treatment, functional inefficiency of the insurance policy and the presence of unofficial payments,
discriminatory attitudes of health workers towards elderly etc.

In the context of poor conditions and standard of living of the elderly, the social assistance delivery,
expressed through compensations, allowances and material aids given to the elders in need,
although considered small, are usually considered as being very necessary. The most frequently support
elderly received in the last 12 months preceding the research was: subsidies for medicines and medical
services (24.1%), compensation for transportation (20.3%), aid for the cold period (19.2%)
and material support (15.6%). The access to these forms of social protection was very different depending
on the residence: those in cities benefited more and easier than the elderly in the villages.

Although a small number of the elderly benefited from community and personal (social home care)
social assistance (4.4% and 3.7%, respectively), these services have played an important role for the
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elderly, especially for those from rural areas. The social worker who delivers home care service is usually
the first person who is called in case of necessity. However, there are situations when social services
remain reluctant to the needs of older people or these are not represented in the area enough due to the
lack of community social workers or a great number of beneficiaries.

The social canteens, considered as very necessary by most of the elderly who cannot afford the
strictly necessary food, remain without authenticity and functionality due to their reduced mobility, and
many older respondents mention their physical impossibility to reach them.

The current system of support services for the elderly relies mostly on intervention services rather
than on prevention ones and it does not cover all the disadvantaged older population groups. Many
pensioners do not benefit from the existing social provisions because they are not eligible according to the
defined criteria.

The family remains the first pillar on which the elders can rely on, when they are in need or have
a problem. More than half of the respondents (54.1%) receive the necessary support from a family
member other than a spouse, and in 3 out of 10 cases, the partner provides this support. Rarely, if
necessary, the elderly ask for help their neighbours (17%) and friends (6.5%), and a significant number of
the elderly (over 12%) do not have someone to rely on.

Respondents’ attitudes to their responsibility for the care of the elderly demonstrate the existence of
similar responses among persons aged 20-55 years old and those aged 60 years and above, where 3 out of
4 people claim that the family has the leading role regarding this aspect. However, there is a high share of
those convinced that responsibility for the elderly must be taken by the state. Among the young and adult
respondents (aged 20 to 55), the share of followers of this idea has a higher proportion (15.2%), than
among older respondents (12%). In the case of the elderly, however, the number of those who pass the
care of the elderly to local public authorities is higher (about 10% compared to 3%).

Today, the contemporary families are increasingly less able to burden themselves with the elderly
care, the fact which is confirmed by most older responders presented at the discussions, as well as by the
interviewed experts. The causes are determined by the decrease of the number of people who form
a household, the fact that children live away from their parents and their financial means are modest. Thus,
2 out of 5 elderly are not helped by their families because of the lack of economic resources, including for
meeting their own needs, and 1 out of 5 — because the family members are very busy and have no time to
pay attention to the elderly.

Conclusions and recommendations. Status of the elderly in Moldova is determined by the previous
status and depends on several factors: education level, marital status, income, residence, position in the
socio-professional structure before retirement, social status and prestige. Among the main causes of
decrease of the social status of older people are the discontinuance of the work activity, low pensions, lack
of other sources of income and modest help from relatives because of low-incomes, the high cost of
utilities and medical care, poor adaptability to new living conditions, lack of demand for elderly on the
labour market, poor health.

A complex of interrelated factors, both social and individual ones, is determining the improvement
of the status of the elderly and the extension of the active ageing. In this context, it is necessary to promote
active and long-term policies in economic and social fields, aimed at creating development opportunities
at all stages of life, and increasing social protection and social assistance to vulnerable people.
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THE POLICY OF ECONOMIC RELATIONS
BETWEEN TURKEY AND THE EUROPEAN UNION

Bestenigar KARA', PhD Student, Turkey
Sedat Hasan KARACAOGLU?, PhD Student, Turkey
Salih KAYA?®, PhD, Professor, Turkey

A Customs Union came into force on 31 December 1995. The Customs Union covers all industrial
goods but does not address agriculture (except processed agricultural products), services or public
procurement. Bilateral trade concessions are applied to agricultural products. In addition to providing for
a common external tariff for the products covered, the Customs Union foresees that Turkey is to align to
the acquis communautaire in several essential internal market areas, notably with regard to industrial
standards. Following the Commission’s proposal on ““extending and deepening” the Customs Union, in
November 1996 the Council agreed to negotiating guidelines on the liberalisation of services and public
procurement between the EU and Turkey. Negotiations were, however, suspended in 2002. The main
characteristic of this very dense and complex relationship is the fact that it is handled through a multitude
of different modes, forums, and procedures without much consistency among them. And the difficulties
encountered in the EU accession process, which is currently stalled, have tended to poison the
relationship in other domains. Now, facing a number of shared challenges, the two have a major
opportunity to move their relationship to a higher level by working together to deal with short- and long-
term issues that are of vital importance for both. As Europe’s political and economic weight declines and
Turkey is consolidated as a regional power, cooperation on economic issues will be increasingly
supplemented by cooperation in other areas in order to maintain a geopolitical balance in the region and
limit the presence of external players.

Key words: economic relations, economic growth, cooperation, economic colaboration, customs
union, the benefits of cooperation in the region.

Uniunea Vamala UE-Turcia a intrat in vigoare la 31 decembrie 1995. Ca urmare a propunerii
Comisiei privind ,, extinderea si aprofundarea” Uniunii Vamale, in noiembrie 1996, Consiliul a fost de
acord sa negocieze orientarile privind liberalizarea serviciilor si achizitiile publice intre UE si Turcia.
Cu toate acestea, negocierile au fost suspendate in 2002. Principala caracteristicd a acestei relatii foarte
complexe este manipulata printr-o multitudine de moduri, forumuri si proceduri. La momentul actual,
relatiile UE-Turcia se confruntd cu o serie de provocari comune, cele doud tari au oportunitdati majore de
a transfera relatia lor la un nivel superior de lucru pentru a rezolva problemele pe termen scurt si lung,
care sunt de o importanta vitala pentru ambele spatii.

Cuvinte-cheie: relatii economice, crestere economicd, cooperare, colaborare economicd, uniune
vamala, beneficii ale cooperarii in regiune.

Tamooicennviti cows EC-Typyus ecmynun ¢ cuny 31 Oexabps 1995 2o00a. Tamooicennviil cow3
oxeamvléaem 6ce NPOMbIULICHHbIE MOBAPbl, HO He PACHPOCMPAHIEMCS HA NPOOYKYUIO CelbCKO20
X033UCmea, ycuye u 20CyOapCmeeHHbIX 3aKyNoK. J{8ycmopontue mop2ogvie YCMYNKU NPUMEHSIOMCS K
CeNbCKOXO3AUCMEEHHOU NPOOYyKyuU. B dononnenue Kk npedocmasienuio obwe2o sHewhe2o mapuga 0us
moeapos, noonaoarowux, npu ycroguu, umo Typyus 6 Tamoocennom coioze Oelicmeyem, umoobl
npumknem Kk mpebosanusm Coobwecmea 8 HEeCKOIbKUX KIOUesblx 00IACMAX 6HYMPEHHe20 pblHKA,
0C0OeHHO 8 OmMHOWEeHUY ompaciegvlx cmanoapmos. [lo npednoocenuio Komuccuu no «pacwupenuro u
yenyonenuio» Tamoocennoeo coioza, 6 Hosope 1996 200a Cogem coenacuncs Ha nepe2o8opvl NO
aubepanuzayuu  ycnye u 2ocyoapcmeennvix 3akynox meaxcdy EC u Typyueu. Ilepecoeopvr 6winu
npuocmanognenst, oonako 6 2002 200y. I nagnas ocobenHnocmv SMux OMHOUWEHULI OYeHb HACLIUEeHHbL U
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COJCHBL, OOHAKO COMPYOHUYECMEO OyOem pa3eueamvpCsi pPA3IUYHBIMU Cnocobamu, Ha gopymax u
npoyedypax, X005 6e3 BUOUMbBIX No08uUdICeK Mexcoy Humu. ¥ mpyonocmu 6 npoyecce scmynienus 8 EC,
KOmopble 8 Hacmosiuee pemst 3a010KUPOBAlbl, HECKOIbKO OMPABUIU OMHOWEHUSL U 8 OPYeUX 0OIACHSX.
Tenepv onu cmankugaemesi ¢ psoom oOwux npoodrem, Xoms 00a UMEIOM BANCHYIO 803MOICHOCYL O
NPOOBUIICEHUSL UX OMHOUWleHUsT Ha OoJlee GbICOKULL YPOGeHb emecme, 4mobbl peuiumsv npodriemvl 8
KPAMKOCPOUHOM U OOJ20CPOYHOM Nepuode, KOMopbvle UMEIOm HCUSHEHHO 6adiCHOe 3HaueHue 07 00eux
CMOPOH. 3HAUUMOCHb NOTUMUHECKUX U IKOHOMUYecKux omuouenull Esponvt u Typyus KOHCOAUOUpYemcs.
6 Kauecmee PecUOHANbHLIX USPOKO8, COMPYOHUYECBO NHO IKOHOMUHECKUM GONpocam Oydem 6oiee
O00onoHenbl COMPYOHUYECMBOM 8 Opyeux 001acmsx, Oisl Mmo2o, YUmodvl NOOOEePAHCUBAMb 2e0NOIUMUYECKULL
bananc 8 pecuone U 02PAHUYUMb NPUCYICIMEUE UHOCHPAHHBIX USPOKOE.

Kniouesvle cnosa: skonomuueckue — OMHOWIEHUS,  IKOHOMUHECKUN — pocm,  KOONepayus,
9KOHOMUYECKOE COMPYOHUYECTNBO, MAMOICEHHBIL COI03, NPEUMYUIeCMBA COMPYOHUYECTEA 8 PECUOHE.

JEL Classification: F50; F51; F60; F68; O19.

Introduction. Europe is the common house around which gathered the principles of values,
standardized. As a member of the European family, Turkey has influenced not only the political, economic
and socio-cultural continent, but was itself influenced by these developments. A complete analysis of the
history of Europe cannot be done without taking into account the important role played by Turkey on this
continent. As in the past, Turkey and other European countries destinies are interlinked. We face a future
together. In this context, Turkey’s EU membership is a strategic choice. Turkey’s EU accession will
increase the size of the European internal market and strengthen the EU’s competitiveness relative
capacity in the global economy. Turkey will be a real asset for the EU, with its geostrategic position, its
economic potential, its educated population, dynamic and multidimensional foreign policy. Turkey’s
membership will add value to the EU, and will not be a burden. Advancing this relationship with the
ultimate goal of accession — is of an strategic importance for Turkey and the EU.

Turkey continues to progress with decisive steps to become a full member. Development with
democracy and human rights, institutionalization of free market economy and establishing standards in all areas
of modern life are among the fundamental dynamics of policy strategies vis-a-vis the EU. Relations between
Turkey and EU began by association agreements under the Ankara’s agreement, which was signed with the
European Economic Community on 12 of September 1963 and entered into force on December 1, 1964.

Ankara’s agreement foresees three steps for Turkey’s integration into the EU: a preparatory stage, a
transitional stage and a final stage. The establishment of the Customs Union has been scheduled for the
end of the transitional phase. At the end of the preparatory phase under the agreement, provisions and
obligations of the parties during the transition phase were determined Additional Protocol signed on 13 of
November 1970 and entered into force in 1973. The Ankara’s agreement also explicitly stated that the
partnership arrangements world facilitate Turkey’s EU accession.

Customs Union:

After completion of the transition phase, the Customs Union is an important step for Turkey’s
integration into the EU, and came into force on the first of January 1996.

The level of integration Turkey-EU with the Customs Union reached an advanced point, the next
effort is the advancement of Turkey Accession to the objective indicated in the Ankara’s agreement
(article 28). The Customs Union continues to be a fundamental dimension of our relations with the EU.
The main organs of the Association consist of the Association Council, the Association Committee, the
Customs Cooperation Committee and the Joint Customs Cooperation Committee.

On the other hand, bilateral free trade agreements have gradually spread worldwide and deepening
their content is in order to cover all aspects of commerce. Similar free trade agreements have been
concluded by the EU with the countries such as South Korea, Canada and Singapore. Further strengthen
trade relations between Turkey and the EU has become a necessity. Considering all the experience gained
in the customs union, we note the existence of positive effects regarding the harmonization of legislation
that contained a candidate country for accession to the EU, the improving of the business relations
between Turkey and EU, as some of the most important trading partners. We also believe that such a
development will bring mutual economic benefits for both sides, will also accelerate the process of
Turkey’s accession to the EU.
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In this spirit, Turkey will continue the negotiations with the European Commission on methods to
follow to update the customs union and the trade based on mutual benefit.

The summit from the Helsinki, the recording of the ““candidate status™ and the opening of the
accession negotiations:

A new period began in the relations between Turkey and EU, with the registration of the “candidate
status” at the Summit of the Heads of the State and the government of the EU in Helsinki, held on 10-11
of December 1999. At the summit of the heads of the state and the government of the EU which took
place on the 17 of December 2004, in Brussels, the decisions took previously in Helsinki in 1999 was
reaffirmed by the Council, noting that Turkey sufficiently fulfils the political criteria, being decided to
negotiate the accession of Turkey on the 3 of October 2005.

The negotiations process:

In the accession process, the negotiations have been conducted on 14 chapters till now
(“4-Free Movement of Capital”, “6-Company law”, “7-Intellectual Property”, “10-Information society
and media”, “12-Policy veterinary, phytosanitary and food safety”, “16-Taxation”, “18-Statistics”,
“20-Policy enterprise and industrial policy”, “22-Regional Policy and coordination of structural
instruments”, “21-Networks Trans”, “25-Science and research”, “27-Media”, “28-Consumer and
health”, “32-Financial control”).

An official statement was made stating explicitly that Turkey did not recognize “the Greek Cypriot
administration of Southern Cyprus” by signing the Additional Protocol.

With the European Councils decision from the December 2006, the negotiations on the eight
chapters have not been achieved (“1-Free movement of goods”, “3-Establishing free society of
performance”, “9-Financial Services”, “11-Agriculture and rural development”, “13-Fishing”, “14-
Transport policy”, “29-Customs Union” and “30-External relations™) and other items, which Turkey has
not assumed any responsibility.

From the other hand, France does not agree to start the negotiations only with 5 chapters (*11-
Agriculture and rural development” (one of the eight chapters are blocked by the Protocol Association)
“17-Economic and Monetary Policy”, “22-Regional policy and structural instruments coordination”,
“33-Financial and budgetary provisions”, “34-Institutions”), it seems directly related to the accession
process. Then France lifted the blockade in February 2013. This chapter was opened for negotiations
in the Intergovernmental Conference in Brussels on the 5 of November 2013 by Mr. Hollande, the French
president, who said during his visit in Turkey on 27 to 28 of January 2014, that France is open
to the negotiation process.

Moreover, following the European Council meeting in December 2009, the Greek Cypriot
administration of Southern Cyprus unilaterally declared that it would block the opening of six chapters
(“2-Free movement of workers”, “15-Energy”, “23-Judiciary and fundamental rights”, *“24-Justice,
Freedom and Security”, “26-Education and Culture”, “31-Foreign, Security and Defence Policy”).

In fact, to continue negotiations on chapters only on the basis of the acquits is an EU commitment.
Both the EU institutional contacts and contacts with representatives of the Member States, stressed that the
technical negotiation process should not be slowed due to political reasons and are made ongoing efforts
to revive the process of negotiations.

The new EU Strategy for Turkey and the Action Plan for EU:

The reform efforts are conducted in parallel with the expectations of the Turkish people and the
harmonization of working with the acquis Community. In these sense, in September 2014 “The new EU
Strategy for Turkey”, announced that aims to establish new communication channels between Turkey and
the EU to accelerate the reform process. This strategy was based on the determination, durability and
efficiency on three principles: “political reform”, *socio-economic transformation process”,
“EU communication strategy”.

The national dimension of the communication strategy of the EU is ready to provide the support in
the formation of public opinion regarding the relations between Turkey and the EU for Turkey’s EU
membership; in October 2014 it was announced that there is intended to build the confidence of the
Turkish people in the process of EU membership as a project of modernization and democratization,
bringing living standards in all areas and strengthening support for reforms. The external dimension
of the communication strategy is to ensure the consistency facts and the perception of Turkey by the
European citizens, to restore the mutual trust and to demonstrate the confidence in their forces in the EU
accession process.
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The national plan for the EU membership was based on that strategy. This action plan is like a
roadmap outlining the priorities and the actions to adopt for maintaining and to strengthen the political
reforms in Turkey and the transforming of socio-economic existence. The first phase of the action plan
covering work was performed in the period of November 2014-June 2015. The second phase will be
carried out during the period of 2015-20109.

Along with the monitoring reports on each candidate and potential candidates, the Commission also
published a strategy document for enlargement, including the assessment enlargement agenda.

The Positive Agenda:

The European Commission has proposed to develop a positive agenda between Turkey and the EU;
in its strategy of expending, the European Commission identified a range of areas, elements of
“intensifying dialogue and cooperation on political reforms”, “ease visa”, “Mobility and Migration”,
“energy”, “fighting terrorism”, “efficient participation of Turkey in Community programs”, “cities
twinning”, “customs union and trade” and “support efforts and harmonization alignment to the acquis
community including chapters for accession negotiations”. This proposal was adopted by Turkey,
providing that it is a tool for supporting the negotiation process with the EU.

In the framework of Agenda, the working groups have been established for eight chapters
(“6-Company law”, “10-Information society and media”, *18-Statistics”, “23-The judiciary and fundamental
rights”, “24-Justice, freedom and security”, “28-Consumer protection and health” and *“32-Financial
control”).
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Fig. 1. Total goods: EU Trade flows and balance, annual data 2005-2014
Source: Based on http: //trade .ec.europa .eu/doclib/docs/2006/september/tradoc_113456.pdf

The current state of economic and trade relations:

Turkey is the sixth largest economy in Europe. At the same time, Turkey has vast trade relations
with the EU. EU is the largest trading and investment partner. About 40% of Turkey’s exteriors and trade
was conducted with the EU in 2014. These figures have increased by 42% in the first half of 2015. The
64% of FDI in Turkey comes from the EU.

Conclusions. Turkey’s contributions to EU operations and missions

Turkey contributes to the EU civilian and military operations. In this context, Turkey’s contribution
is due to its status as a candidate for EU membership, but also as an element of its foreign policy to
support multilateral international and the regional peace and stability. Turkey has contributed to the new
EU operations and missions in total so far.
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The accord with the EU will signify that the EU has agreed to update the customs union as requested

by Turkey. Negotiations between the EU and Turkey on revising the customs union will commence
at the beginning of 2016. These negotiations are expected to be finalized in six months, before the TTIP
goes into effect.

1.

2.
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Purpose. Energy and economic evaluation of the improved plasma waste utilization technological
process, as well as an expediency substantiation of the use of improved plasma technology by comparing its
energy consumption with other thermal methods of utilization. Methodology. Analysis of existing modern
and advanced methods of waste management and its impact on environmental safety. Considering of energy
and monetary costs to implement two different waste management technologies. Results. Studies have shown
regular gasification ensure greater heating value due to differences, a significant amount of nitrogen than
for plasma gasification. From the point of view of minimizing energy and monetary costs and environmental
safety more promising is to offer advanced technology for plasma waste. To carry out the energy assessment
of the appropriateness of the considered technologies-comparative calculation was carried out at the
standard conditions. This is because in the processing of waste produced useful products, such as liquefied
methane, synthetic gas (94% methane) and a fuel gas for heating, suitable for sale that provides cost-
effectiveness of this technology. Originality. Shown and evaluated ecological and economic efficiency of
proposed improved plasma waste utilization technology compared with other thermal techniques. Practical
value. Considered and grounded of energy and monetary costs to implement two different waste
management technologies, namely ordinary gasification and using plasma generators. Proposed plasma
waste utilization technology allows to obtain useful products, such as liquefied methane, synthetic gas and a
fuel gas for heating, which are suitable for sale. Plant for improved plasma waste utilization technological
process allows to compensate the daily and seasonal electricity and heat consumption fluctuations by
allowing the storage of obtained fuel products.

Key words: waste, pyrolysis, gasification, plasma utilization, synthesis-gas, energy parameters,
economic parameters.

Scopul. Evaluarea energeticd si economica a procesului de eliminare a deseurilor de plasmd, precum
si argumentele pentru utilizarea tehnologiei cu plasma prin compararea energiei si indicatorilor economici
cu alte metode termice de eliminare. Metode. Analiza metodelor moderne existente de gestionare a
deseurilor si impactul acestora asupra mediului ambiant. Evaluarea cheltuielilor energetice si financiare
pentru a introduce doua tehnologii diferite de gestionare a deseurilor. Rezultate. Studiile au aratat ca
gazificarea regulata asigura o putere mai mare calorifica datorita prezentei unor cantitati semnificative de
azot decat gazificarea cu plasma. Din punctul de vedere al energiei si al minimizarii costurilor materiale si
al sigurantei mediului, prezintd interes tehnologia modernd a deseurilor de plasma, care este mai reusitd
pentru viitor. Cu scopul de a realiza evaluarea energetica a caracterului adecvat al tehnologiilor avansate,
a fost facut un calcul comparativ conform conditiilor standarde, ceea ce se explica prin faptul cd in procesul
de prelucrare a deseurilor se obtin produse utile, cum ar fi: metan lichefiat, gaz sintetic (94% metan) si gaz
combustibil pentru incalzire, potrivite pentru implementare, care asigura eficacitate economica acestei
tehnologii. Noutatea stiintificd constd in evaluarea eficientei ecologice si economice a utilizarii tehnologiei
avansate cu plasma in comparatie cu alte tehnologii termice. Semnificatia practica. Au fost estimate si
argumentate costurile energetice si materialele pentru realizarea a doud tehnologii diferite de gestionare a
deseurilor si, anume, gazificarea conventionala si utilizarea generatorului de plasma. Tehnologia propusa a
deseurilor de plasma oferd o destinatie-tinta. metan lichefiat, gaz sintetic (94% metan) si gaz combustibil
pentru incalzire, necesare pentru aplicare. Instalarea tehnologiei avansate a deseurilor de plasma permite
echilibrarea consumului zilnic si sezonier de energie electrica si termica, datorita asigurarii capacitatii de
depozitare a produselor obtinute de combustibil.

! © Serghei VAMBOL, sergvambol@gmail.com
2© Viola VAMBOL, violavambol@gmail.com
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Cuvinte-cheie: deseuri, piroliza, gazificare, utilizare de plasma, gaz sintetic, indicatori energetici,
indicatori economici.

Llenv. Onepcemuueckas u IKOHOMUYECKAS OYEHKA MEXHOIOSUHECKO20 Npoyecca NIa3MeHHOU
VMURU3AYUY 0mxo008, a maxdce 0O0CHOBAHUE YeslecO0OPA3HOCHU NPUMEHEHUs YCO8epULeHCBO8AHHOU
NIa3MeHHOU MEeXHONI02UU NymeM CPABHEHUS IHePIemMU1ecKUx U IKOHOMUYECKUX noKazameneu ¢ opysumu
mepmuyeckumMy  memooamu  ymunusayuu. Memodvl. AHanuz  cywecmeyrouwux — CO8PEMeHHbIX U
VCOBEPUICHCIBOBAHHBIX MEMOO008 YNPABICHUSL OMX00aMU U UX GIUAHUEM HA OE30NACHOCMb OKpYJcaoueli
cpeovl. Oyenka dHepeemuyeckux U OEHEeJCHbIX 3ampam Had 6HeOpeHue 08YX pPA3HbIX MeXHOI02Ull
ynpaenenus omxooamu. Pezynomamul. Hccrnedosanus noxasanu, obviunas easuguxayus obecneuuna
OONLULYIO MENTIOMBOPHYIO CHOCOOHOCMb 8CeOCMEUe HATUYUS ZHAYUMETbHO20 KOIUYeCmead a30md, yem
npu naazmennou 2azuguxayuu. C mouKu 3peHus MUKUMU3AYUL IHEPLeMULECKUX U MAMEPUATbHBIX 3ampam
U obecneueHusi 9KONO2UHECKOU Oe3onacHocmu  6onee  NePCHEeKMUBHOU  AGISAEMC  NPeOlONHCeHHAs.
VCOBEPUIEHCINBOBAHHAS. MEXHONO2USL NIA3MEHHOU YIMUAU3AYUY 0mMX0008. [ nposedenus sHepeemuieckol
OYEHKU Yeaeco0OPa3HOCU NPUMEHEHUS DPACCMAMPUBAEMbIX MEXHOIO0SUN CPABHUMENbHBINL pacyem
NPOBOOUACS U3 CMAHOAPMHBIX YCA0BUL. DMO OOBACHAEMCS meM, 4mo 6 npoyecce 00paboOmKu omxo0o8
NOIYYaAIOm NOJe3Hble NPOOYKMbl, MAKUe KAK COHCUNCEHHBIL MemaH, cunmemuydeckuti 2az (94% memana) u
MONIUBHBIL 203 Ol OMONIEHUs, NPU2OOHble O pPeanu3ayuu, 4mo obecneyusaenm SKOHOMUUECKVIO
appexmusnocms  smoii  mexnonoeuu. Hayunass mosuzmna. Ilokazama u oyenena sxonocuyeckas u
9KOHOMUYECKAS IPHEKMUBHOCTHD  NPEONONCEHHOU  YCOBEPULEHCNBOBAHHOU  NIA3MEHHOU  MEeXHOIOUU
VIMUAU3AYUU OMX0008 8 CPABHEHUU C Opy2umMu mepmudeckumu mexuonoeuamu. llpakmuueckoe 3Hauerue.
Oyenena u 060CHOBAHA dHepeemudecKue U MAMepUaIbHble 3aMpamsl HA Pearu3ayuio 08yX Pa3uyHbIX
MEXHON02ULL YNPABTIEHUS OMX00AMU, A UMEHHO 00bIUHAS 2a3UpuUKayuss U ¢ UCHOIb308AHUEM 2eHEPAMOPA
naazmul.  Ilpeonodcennas mexHonO2Us NAA3MEHHOU YMUAUZAYUU OMX0008 NO380J4em NOLYUUMb
NPOOYKYUIO Uele8020 HAZHAUEHUS, CHCUIICEHHbI MemaH, cuHmemudeckui eaz (94% memana) u
MONAUBHBIY 2a3 O OMONJEHUs, NPU2oOHble 0N peanusayuu. Ycmanoska ycoeepuieHcmeo8aHHol
MEeXHON02UU NIAZMEHHOU YMUIU3AYUU OMX0008 NO380JAeH KOMNEHCUPOBAMb CYMOUHbIE U CE30HHbIE
HEpasHOMepHOCMU NOmpeDNeHUs 3JIeKMPOIHepeUY U Menia 3a cyem o0OecneyeHuss B03MONCHOCTU
XPAHeHUsl NOTYYEHHBIX MONIUGHBIX NPOOYKMOE.

Knwouesvie cnosa: omxoodvl, nupoaus, easuuxayus, NIA3SMEHHAS YMUIU3AYUS, CUHMe3-2d3,
9HepeemuyecKue NoKa3amenu, IKOHOMU4ecKue noKa3amelu.

JEL Classification: LO; L1; Q40; QO.

Introduction. Wastes are the of environmental hazards formation sources, and therefore must be
utilized. Their quantity is large and the choice of technology utilization is a responsible stage. Firstly, it is
connected by that the implementation of some of the utilization technologies can reduce the level of ecological
safety, which is unacceptable. Second, the selected utilization technology may be energy or economically
effective. Countries that intend to avoid the landfilling of waste unsuitable for recycling, give preference to
thermal methods for decontamination and disposal, such as incineration, pyrolysis and gasification.

Their use allows obtaining synthesis gas, in which structure except for the carbon monoxide (CO) and
hydrogen (H,), there are components such as carbon dioxide (CO,), nitrogen oxides (NOy), a small amount
of methane (CHj,), ethylene (C,H,) and etc. The obtained low-calorie gas is used for direct combustion to
produce heat for domestic needs and generate electricity. Thus, the use of thermal processes waste utilization
reduces their quantity and allows to obtain useful products in the form of electricity and heat. At the same
time, the plants implementing these methods of waste utilization and recycling has not ensure ecological
safety, leading to the need for additional processing exhaust gases and solid residues (dross).

An alternative to the above manner is a plasma technology, which is based in the decomposition of
high-toxic substances (dioxins and furans) into simpler molecules at extremely high temperatures and in
the absence of free oxygen. At the plasma jet temperature completely destroyed any organic and biological
materials, assured destroyed most toxic materials are melted and vaporized most refractory inorganic
compounds. Plasma gasification process provides an ecologically pure waste utilization without the
formation of tar and dioxins. The products of plasma gasification are a high-calorie combustible gas and a
neutral solid residue as a glassy slag that does not require additional treatment.
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Analysis of published data and problem statement

Experience in the use of plasma technology for the processing and decontamination of solid
municipal, industrial and medical waste is described by many authors, including those in S.V. Petrov,
S.G. Bondarenko, E.G. Didyk, G.S. Marinsky, A.V. Chernets, V.N. Korzhik, M.N. Bernadiner,
A.L. Mosse, V.V. Savchin, A.V. Lozhechnik, Pragnesh N Dave, Asim Joshi, Hua Zhang, Liming Shao.
Waste utilization plasma technology involves large amounts of electricity, in contrast to the high
temperature pyrolysis or gasification processes, that are used as fuel obtained gas. From the authors
A.V. Artemov, A.V. Pereslavtsev, Y. Krutikov, V.V. Vambol, V.N. Kobrin, N.V. Nechiporuk, Nickolas J.
Themelis, Marco J. Castaldi denoted that the main factors that hinder the widespread industrial use of
plasma technology for the processing of waste are not large enough resource of low-temperature plasma
generators, as well as the fact that the plasma arc discharge is a relatively local source of heating.

On the other hand, it was proved experimentally that the synthesis gas produced during the plasma
technology utilizes more calories than in conventional gasification. In the article V.M. Batenin,
V.I. Kovbasyuk, L.G. Kretova, Y.V. Medvedev compared the energy efficiency of processes of plasma
and autothermal gasification at 1400 K for waste utilization. It is shown that an additional energy output
from the synthesis gas, is achieved through the use of plasma generators, with the existing methods of
energy conversion can’t cover the real costs of consumed electricity.

In [1], [2], the authors proposed an advanced technology of plasma waste disposal, which includes
the following processes: thermochemical gasification, plasma post-combustion of the resulting gases, their
sharp cooling, preliminary cleaning, methanation, final purification of gases and cryogenic separation of
synthesis gas for fuel products.

Object, purpose and problem of research

Object of research — energy and economic indicators of improved plasma waste utilization
technology. Purpose of research is energy and economic evaluation of plasma waste utilization
technologic process and also grounding of application expediency of improved plasma technology by the
way of comparison of its energy and economic indicators with other thermal waste utilization methods.
For achieving of setting research purpose solved the following problems:

— evaluation of plasma waste utilization application energy efficiency from point of view of its

energy costs minimization in comparison with other thermal methods;

— evaluation of plasma waste utilization application economic expediency from point of view of its

recoupment period in comparison with other technologies;

— evaluation of usability of fuel products obtained during utilization process for energy and

monetary costs reducing.

1. Material and results of energy and economic indicators of improved plasma waste

utilization technology researching.

1.1. Evaluation of energy indicators. It is proposed to carry out a comparative assessment of waste
utilization energy costs for the conventional gasification technology (“Technology 1), and improved
plasma utilization technology (“Technology 27). In the improved plasma waste utilization technology [1]
the reactor made up of two chambers, one of which is the gasification reactor, and the other — the plasma
reactor, Figure 1. In the gasificator carried out the process of high temperature waste gasification and then
the its resulting products — steam-gas mixture (synthesis gas) and slag — are processed in the plasma jet.
Such stepwise waste treatment reduces energy consumption, due to the fact that in a plasma reactor there
are not processed all raw materials, but only a portion (about 20%).

| mgtz\pilal | Product 1
Sorting,
Meltin
9 [NaoH ][ H20] I
. . Reactor 8 9
Thermal Cooling device for - Gas Plant for
chemical methana- purification separationstion
gas tion device
Post
generator combustion
Gas chamber I Product 2 | | Product 3
Plasma
gas generator
Metal Slug

Fig. 1. Scheme of waste utilization plant
Source: [1].

Nr.3 /2015


http://www.researchgate.net/profile/Pragnesh_Dave3
http://www.researchgate.net/profile/Asim_Joshi
http://www.researchgate.net/researcher/63072906_Hua_Zhang
http://www.researchgate.net/researcher/38579920_Liming_Shao

34 Revista teoretico-stiintifica / Theoretical and scientifical journal

During afterburning process in a plasma reactor, the slag is converted into an ecologically safe
glassy mass and synthesis gas contains mainly carbon monoxide and hydrogen. This gas can be used as a
fuel instead of methane for heating and maintaining the gasification process. The “Technology 2” also
suggests further methane-enriching of obtained synthesis gas by implementing the process of
methanation [3], [4] and further its purification and low-temperature separation to produce fuel products
suitable for sale [5]. Thus, the products of waste processing by “Technology 2” in contrast to
“Technology 1" are, in addition to heat and electricity, liquefied or gaseous methane and synthesis gas
containing methane, to compensate unevenness daily and annual energy consumption by stockpiling.

To carry out the energy assessment of the appropriateness of “Technology 2” a comparative
calculation was made at the standard conditions, and namely has been chosen the most typical variant and
type of waste — processing of municipal solid waste with productivity of 1.6 tons/day (66.8 kg/h,
529 t/year). Initial data and results of comparative calculations are presented in Table 1.

Table 1

Comparing evaluation of Technologies by amount of produced energy
Indicators Technology 1 Technology 2
Amount of raw materials kg/hour 66.80 66.80
Amount of raw materials tons/day 1.60 1.60
Amount of raw materials tons/year 529.06 529.06

Yield of products per hour
methane liquefied, kg/day 16.80
synthetic gas (94% methane), kg/hour 6.20
fuel gas for heating, kg/hour 60 37.10
slug, kg/hour 6.8 6.68
Yield of products per hour (330 days)
methane liquefied, tons/year 133.06
synthetic gas (94% methane), tons/year 49.10
fuel gas for heating, tons/year 380.16 235.07
Composition, %
N, 3 20.6
CH, 11 0.1
H, 31 31.14
CO 23 48.16
C,H, 4
CO, 28
Net calorific value, ki/m® 12584 9467
density, kg/m® 0.96 0.827
Net calorific value, kJ/kg 12081 7829
Net calorific value, kW-h/kg 3.36 2.17
Efficiency factor of steam generator 0.9 0.9
Heat energy, kW-h/h 181.21 72.62
Heat energy, kW-h/year 1435180 575123
Efficiency factor of steam cycle 0.3200 0.3200
Electric energy in steam cycle, kW-h/year 459258 184039
or Efficiency factor of gas turbine cycle 0.45 0.45
Electric energy in gas turbine cycle, kW-h/year 645831 258805
slug, tons/year 53.86 52.91
Recalculation to 1 tons of raw materials
Products tons per 1 ton of raw materials

methane liquefied, tons/ton of raw 0.25
synthetic gas (94% methane), tons/ton of raw 0.09
fuel gas for heating, tons/ton of raw 0.44
Heat energy, kW-h/ton of raw 2713 1087
Electric energy in gas turbine cycle, kW-h/ton of raw 868.07 347.86
or Electric energy in gas turbine cycle, kW-h/ton of raw 1220.72 489.18
slug, tons/ton of raw 0.10 0.10

Source: [3, 4].
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As a result, waste disposal by “Technology 1” is formed of 60 kg/h of fuel gas and 6.8 kg/h of slag.
The products of this technology are heat or electricity. When implementing the “Technology 2” we obtain
the following products: liquefied or gaseous methane at a pressure of 25 MPa — 16,8 kg/day, liquefied or
gaseous synthesis gas (94% methane) — 6.2 kg/h, the fuel gas — 37.1 kg/h, slag — 6.8 kg/h.

To compare the two technologies the amount of heat we expressed in an amount of equivalent
electricity. To determine the amount of electricity and heat, which can be obtained from the fuel gas, it is
necessary to set the calorific value which is determined by the composition of the gas. For “Technology 1”
typical composition of the synthesis gas which is produced during the gasification of municipal solid
waste includes components: N, — 3%, CH; — 11%, H, — 31%, CO - 23%, C,H, — 4%, CO, — 28%. The
“Technology 2” accepted the worst scenario, when as a plasma gas used air, because in this case formed
much amount of nitrogen which is ballasted fuel gas and reduce its heating value. More
appropriate variant is the use of water vapor because in this case nitrogen and its oxides virtually absent.
Composition of fuel gas obtained by “Technology 2" after the separation of useful product in the form of
methane and synthesis-gas: N, — 20,6%, CH; — 0.1%, H, — 31,14%, CO — 48,16%. Net calorific value of
the fuel additive function is a defined as the amount of calorific values of combustible components,
constituting the fuel:

CH CH H H CO .CO CyH CoH
Qn:Qn 4‘r 4+Qn Z,r 2+Qn -r +Qn24_r24’

where: Qni - net calorific value of the i-th component; r' — volume fraction of the i-th component.
Net calorific value of 1 kg of fuel is equal:

Qum=Qn/p,
where: p - density of fuel that equal to amount of density portions of fuel components. Their

values are given in Table 1.

The calculation results show that the net calorific value of gas obtained by “Technology 1” is
12584 kJ/m® (12081 kJ/kg), and obtained by “Technology 2” — 9467 kJ/m® (7829 kJ/kg). Conventional
gasification provide more calorific value due to the presence of significant amounts of nitrogen in the
plasma gasification process.

Fuel gas is sent to a steam generator for burning in the combustion chamber and further to the
turbine to produce electricity. Energy comparison is made of the equivalent number of electric power
produced by the fuel gas. We consider production of electricity in the steam cycle and at direct fuel
combustion using a gas turbine. In the calculation of the steam cycle is accepted that the efficiency factor
of the steam generator is equal to 90%, the efficiency factor of the steam cycle is 32%, then the amount of
obtained of electricity is given by follow formula:

Eer =Qn *Msc *Msc»
where: Q,, —net calorific value of fuel (synthesis) gas; Mgg - efficiency factor of steam generator;
nsc — efficiency factor of steam cycle.

Upon receipt of electric power on gas turbine plant it is assumed that thermal energy loss is 10%,
and the efficiency of the gas turbine plant is 50%. The amount of obtained electricity is equal to:

Eep=0,9Q; ‘mere,
where: ngc — efficiency factor of gas turbine cycle.

Calculations showed that the electricity produced in “Technology 1” in the steam cycle amounts
to 868 kW-h/ton of raw materials, in a gas turbine cycle — 1221 kW-h/ton of raw materials.
In the “Technology 2” electricity amounts to — 348 kW-h/ton of raw materials and 489 kW-h/ton of raw
material respectively.

1.2. Evaluation of economic indicators. Products of waste utilization by “Technology 1” are
electricity and for “Technology 2” - electricity, liquefied methane and liquefied synthesis gas.
The wholesale price of the products obtained was chosen based on the prices listed in the Internet
resources. The price of products for technology 1 is determined by the cost of electricity and equivalent
amounts to $ 0.11 per 1 kW/h for 2 technology — accepted the same price for all products — $ 400 per ton.
In addition to both technologies have a solid residue — slag.

The total annual income we define as the sum of products of product price and the quantity of the
produced product of this denomination per ton of raw material. All calculations are carried out in US
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dollars, and assess the effectiveness per ton of processed raw materials. When assessing the cost of
electricity based on the received steam-gas cycle because it gives less income than the gas turbine cycle.
In addition, income includes revenues from the payment of municipal services for waste treatment. Then,
the total annual income of “Technology 1” will be $ 84,961, and in “Technology 2” — 127,550 $. The
increase in annual income is ensured by an additional product — liquid methane.

Plants made for the implementation of “Technology 1” and “Technology 2” are different first of all
by capital investment. Plant for “Technology 2” has a larger capital investments than for “Technology 1”.
This is attributed with presences in the plant for implementing “Technology 2” two additional blocks: for
methanation and for gas separation. Furthermore, plasma generators require powerful power sources and
control system. The results of calculations of profit and payback period of plants using both technologies
are presented in Table 2. The results of calculations (columns 2 and 3 of Table 2) are shown taking into
account the capital investments required for the manufacture of a particular plant with setting performance
in processed raw material. Capital investments of serial processing plant waste using plasma was
determined by compiling a cost calculations based on current prices for completing parts, manufacturing
of non-standard equipment, salaries and other expenses in view of VAT. To plant for conventional
gasification to produce synthesis gas for power generation capital investments accepted by 1.5 times
smaller. Accordingly, the construction and assembly works and pre-production costs are accepted by value
in 2 times more, as associated with a lot of equipment.

Total capital investment in the use of “Technology 1” amount to 108,000, “Technology 2” —
176,000 $, that 1.63 times greater. Subjects to amortization cost are of equipment and construction and
installation works.

Table 2
Compurgation of economic indicators for two Technologies
Indicators Technology 1 | Technology 2 | Technology 1 | Technology 2
1 2 3 4 5
Product wholesale price
methane liquefied, $/ton of raw 400,00 400,00
synthetic gas liquefied (94% methane), $/ton 400,00 400,00
of raw
electricity, $/kW-h 0,11 0,11 0,11 0,11
slug, $/ton of raw 1,00 1,00 1,00 1,00
Product quantity
methane liquefied, $/ton of raw 100,60 100,60
synthetic gas liquefied (94% methane), $/ton 37,13 37,13
of raw
electricity, $/ton of raw (steam-gas cycle) 95,49 38,26 95,49 38,26
or electricity, $/ton of raw (gas turbine cycle) | 134,28 53,81 134,28 53,81
slug, $/ton of raw 0,10 0,10 0,10 0,10
metal, $/ton of raw 0,00 0,00
Proceeds of waste treatment, $/ton of raw 65,00 65,00 65,00 65,00
Income of products sale, $/ton of raw 160,59 241,09 160,59 241,09
Total annual income, $ 84961 127550 84961 127550
Capital investments
cost of equipment, 1000 $ 80 120,00 31,74 40,63
construction and installation works, 16 32,00 16 32,00
1000 $
pre-production costs, 1000 $ 12 24,00 12 24,00
Total capital investments, 1000 $ 108,00 176,00 59,74 96,63
subject to amortization, 1000 $ 96,00 152,00 47,74 72,63
Operational costs, 1000 $
amortization expense (10%), 1000 $ 9,60 15,20 4,77 7,26
capital repairs (5%), 1000 $ 4,80 7,60 2,39 3,63
current repair (1,6%), 1000 $ 1,54 2,43 0,76 1,16
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Indicators Technology 1 | Technology 2 | Technology 1 | Technology 2
1 2 3 4 5
Electricity consumption
plasma generators, kW-h/ton 240,00 240,00
separation bloc and other consumers, | 50 246,00 50 246,00
KW-h/ton
Sum of consumption electricity, kW-h/ton 50,00 486,00 50,00 486,00
Electricity tariff, $/kW-h 0,11 0,11 0,11 0,11
Electricity costs, 1000 $ 2,91 28,28 2,91 28,28
Salaries, 1000 $ 36,00 36,00 36,00 36,00
Accruals for salaries (37,5%), 1000 $ 13,50 13,50 13,50 13,50
Additional costs, 1000 $, including: 4,0 4,0 4,0 4,0
innovation fund, 1000 $ 1,3 1,3 1,3 1,3
allocations for road maintenance, 1000 $ 1,2 1,2 1,2 1,2
other, 1000 $ 15 1,5 1,5 1,5
Total operational costs, 1000 $ 72,3 107,0 64,3 93,8
Profit, $/ton of raw 12615,0 20534,5 20625,6 33709,7
Recoupment, year 8,6 8,6 2,9 2,9

Source: [3, 4].

Operating expenses include: depreciation charges, 10% of the capital investments subject to
amortization, the cost of capital repairs — 5%, costs of minor repairs — 1.6%, the cost of electricity.
Electricity consumption in the use of “Technology 2” is much larger. This takes into account the power
consumption of the plasma generators, gas separation unit and other consumers. In the “Technology 2” of
plasma generators electricity consumption is accepted on the basis of experimental data for plants of
“Europlasma” — 240 kW-h/ton of raw material.

Electricity consumption in the separation unit together with other consumers (the plasma gas
compressor) is determined on the basis of calculation and amounted to 246 kW-h/ton of raw material. The
total electricity power consumption is about 486 kW-h/ton of raw material. In the “Technology 1” power
consumption assumed to be equal 50 kW-h/ton of raw material, which is almost 10 times less.
Accordingly, the cost of electricity is also 10 times less than in plasma process.

Salaries accepted the same for both technologies. Maintenance staff consists of 6 people, working
for 12 months with an average salary of 500 $ per month. Accruals for salaries is 37.5% in both cases.
Additional costs associated with payments to the Innovation Fund, the cost of roads maintaining and other
costs taken the same.

Total operating expenses amounted to 72,300 $ for “Technology 1” and 107,000 $ for
“Technology 2”. Thus, capital investment and operating costs for the implementation of “Technology 2”
(plasma technology) significantly higher than for the “Technology 1” (conventional gasification).

Profit P is calculated by the formula:

P=D-E,
where: D — year profit; E — maintain costs.

The payback period is calculated by the formula:

T'=KB,/P,
where: KB, - total investment; P — profit.

Comeparison of the two techniques indicates that in a conventional gasification “Technology 1”
profit is $ 12615, in “Technology 2” — 20,534.5 $, which is 1.6 times higher. Payback period, calculated
according to the above formula, is 8.6 years.

To verify the obtained results carried out additional calculations of economic indicators
(columns 4 and 5, Table 2). In this case, the assessment of capital investments made on the basis of
Nickolas J. Themelis, Marco J. Castaldi, according to which the capital investment for a conventional
gasification technology is 60 $/ton of raw materials and for plasma technology — 96.63 $/ton of raw
material, which is 1.6 times higher compared with a conventional gasification technology, and 1.8 times
less than that taken earlier for plasma technology. Total investments were lower than in the first case,
since it does not take into account the increase in their performance decreases. All other payments are
made in accordance with the above data and formulas. Payback period in this case amounted to 2.9 years.
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Conclusions:

1. Based on analysis of research in this field shows the ecological efficiency of the plasma waste
utilization technology as compared with other thermal techniques.

2. The proposed improved plasma waste utilization technology more promising from the viewpoint
of minimizing energy consumption, due to the fact that in a plasma reactor there are processed
not all raw materials but only part of it (20%).

3. When implementing improved plasma waste utilization technology, quantity of received electric
power is less than “Technology 1”. However, during the waste treatment by “Technology 27,
unlike “Technology 1”, the useful products, such as liquefied methane, synthetic gas
(94% methane) and fuel for heating gas suitable for sale.

4. The calculation results showed that the payback period is the same in both cases, however, the
profit in the implementation of improved plasma waste utilization technology is higher due to
producing fuel products.

5. Plant for improved plasma waste utilization technology allows to compensate the daily and
seasonal fluctuations of electricity and heat consumption by creating fuel products suitable for
storage and subsequent implementation.
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INCLUSION OF CHILDREN WITH SPECIAL EDUCATIONAL NEEDS
IN REGULAR SCHOOLS: STUDENTS ATTITUDES AND PERCEPTIONS

Ludmila MALCOCI*, PhD in social sciences, Senior researcher,
Legal and Political Research Institute,
Academy of Sciences of the Republic of Moldova

The Republic of Moldova started the process of deinstitutionalization of children with disabilities/and
special educational needs and their inclusion in biological families and mainstream community based
services. Alongside with the deinstitutionalization, inclusion of children with special educational needs in
regular community schools became a strategic direction of the educational policies in Moldova.

In 2014, the Alliance of NGOs in the field of Social Protection of Family and Child conducted a
research on assessment of inclusive education models implemented in pilot schools with the aim to identify
positive practices, learned lessons and challenges in developing policies in the field of evidence-based
education® The research was conducted in 20 pilot schools from 12 counties. There were interviewed 200
teachers, 20 school managers, 360 students (162 pupils with SEN, 112 students studying in classes with
children with SEN and 86 children studying in classes with no students having SEN). 10 focus group
discussions with caregivers, students, teachers, parents (all in total 100 participants) and 6 interviews
with the general directorates of education and mayors were conducted.

The article is focused on comparative analysis of perceptions, attitudes and behaviors of students
with SEN and typical students regarding the inclusion of children with SEN in regular schools. The author
concluded that the implementation of inclusive education resulted in rather positive changes in respective
schools: provision with materials, modern devices, improvement of teaching quality and methods, change
in the behaviors of children with SEN and in typical children; the typical children have positive attitudes
and perceptions regarding the inclusion of children with SEN in their regular community schools;
the level of school satisfaction of both: children with SEN and typical children is pretty high; the social
and learning environment in pilot schools is friendly and started to be adapted to children individual
needs; the both: children with SEN and typical children have high level of self-esteem and confidence.
However, there are still some differences in attitudes and perceptions as regarding the inclusive education
of children with SEN: in focus group discussions some of typical children claim that sometimes the
children with SEN feel uncomfortable at school because they are discriminated/ignored by their
classmates; some of children with SEN have disruptive behaviors and disturb the attention of other
children in classes. The children with SEN are less involved than their typical peers in classes and in
extra-curricular activities and have less friends in schools and outside the schools.

Key words: education, mainstreaming, integration, inclusion, children with special educational
needs, educational support services, attitudes, knowledge and behaviors.

Republica Moldova a inceput procesul de dezinstitutionalizare a copiilor cu dizabilitati/si cerinte
educationale speciale (CES) si incluziunea lor in familiile biologice si in serviCiile sociale din comunitate.
Tn acest context, incluziunea copiilor cu CES in scolile din comunitate a devenit o directie strategicd
a politicilor educationale din Republica Moldova.

Tn anul 2014, Alianta ONG-urilor din domeniul Protectiei Sociale a Familiei si Copilului a efectuat
0 cercetare in vederea evaludrii modelelor de educatie incluziva implementate in scolile-pilot cu scopul
identificarii practicilor pozitive, a lectiilor invdatate $i a provocarilor pentru dezvoltarea politicilor
educationale bazate pe dovezi®. Cercetarea a fost efectuatd in 20 de scoli-pilot din 12 raioane.
Au fost intervievati 200 de pedagogi, 20 de manageri scolari, 360 de elevi (inclusiv 162 elevi cu CES,
112 elevi tipici din clasele in care invata elevi cu CES si 86 de elevi tipici din clasele in care nu invata
elevi cu CES). Au fost organizate 10 focus-grupuri cu pdarintii, studentii, pedagogii (in total 100 de
persoane) si 6 interviuri cu reprezentantii Departamentelor Educatie din raioane si cu primari.

' © Ludmila MALCOCI, Imalcoci@mail.ru
2 The research was conducted with the financial support of EFA Global Partnership for education and SOIR Moldova.
® Cercetarea a fost efectuatd cu suportul financiar al EPT Parteneriat Global pentru educatie si SOIR Moldova.
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Articolul analizeaza perceptiile, atitudinile si comportamentele elevilor cu CES si cele ale elevilor
tipici referitor la incluziunea educationald a elevilor cu CES in scolile din comunitate. Autorul conchide
urmdtoarele: implementarea educatiei inclusive a condus la schimbdri pozitive in scolile respective, si
anume: asigurarea cu material didactic si echipament modern, imbundtdtirea metodelor de predare si a
calitatii predarii, imbundatdatirea comportamentului copiilor cu CES si al copiilor tipici; elevii tipici
manifestd atitudini i perceptii pozitive privind incluziunea educationald a copiilor cu CES in scolile
comunitare; gradul de satisfactie de scoala a elevilor cu CES si a elevilor tipici de scoald este destul de
halt; mediul social si de invdtare in scolile-pilot este prietenos si in continud adaptare in functie de
nevoile individualizate ale elevilor; ambele grupuri de copii — cu CES si tipici — au un nivel Tnalt de
autoapreciere si incredere in fortele proprii.

Cu toate acestea, continud sda existe anumite diferente in atitudinile si perceptiile elevilor referitor
la incluziunea educationald a copiilor cu CES in scolile din comunitate: unii elevi tipici au mengionat in
focus-grupuri ca uneori elevii cu CES nu se simt confortabil la scoald, deoarece sunt discriminati de catre
colegi; unii elevi cu CES manifestd un comportament deviant la orele de clasa si intrerup lectiile.
Cercetarea, de asemenea, a evidentiat faptul ca elevii cu CES sunt implicati mai putin la lectii, precum si
in activitdtile extracurticulare si au mai putini prieteni in scoald si in comunitate.

Cuvinte-cheie: educatie, integrare, incluziune, copii cu cerinte educationale speciale, servicii de
suport educational, atitudini, cunostinte, comportamente.

Pecnybnuxa Mondosa nauana npoyecc Oe-uHcmumyyuonamuzayuu oOemetl ¢ 0SPAHULEHHbIMU
B03MONCHOCAMU/U  0cOObIMU  0OpazosamenvubiMu nompeonocmavu (OOI) u ux exmoyeHus 6
buonozuyeckue cembll U OCHOBHbIE YCIIY2U HA YpOGHe coobujecmsa. Hapaoy ¢ de-uncmumyyuonaiuzayuet,
gKIIOUeHUe Odemeti ¢ 0COObIMU 00PA308AMENbHLIMYU NOMPEOHOCAMYU 6 OOLIYHBIX WIKONAX CMAN0
cmpame2udeckum HanpaeieHuem oopazosamenvroll nonumuxu 6 Pecnyonuxe Monoosa.

B 2014 200y Anvanc HIIO 6 obracmu coyuanbHotl 3auumsl ceMbl U pebeHKa npoeei UcCcied08anue
no oyenke mMooenell UHKIIO3UBHO20 00pA3068aHUs, Peanu3yemblX 6 NULOMHBIX UKOLAX C Yelblo Gbli6leHUs.
NOOACUMENbHBIX NPAKMUK, U3GNEYEHUsI YPOKO8 U GblAGNeHUs. npobaem Ol paspabomKu NOIUMUKY 8
obnacmu obpazoeanusi na ochoge ookasamenvcms. Hccnedosanue 6vino npogedeno 6 20 nunommvix
wkonax ¢ 12 pationos. boiiu onpowenvr 200 npenodasamenetl, 20 pykosooumereti wikoi, 360 cmydenmos
(162 yuenuxos ¢ OOII, 112 cmydenmos, obyuaowuxcs 6 xnaccax ¢ demvmu ¢ OOIl u 86 Oemet,
obyuarowuxca 6 kiaccax 6ez cmyodenmog ¢ OOII). Bvinu nposedensvt 10 ¢okyc-epynn c yueHukamu,
yuumensimu, pooumensmu (éceco — 100 yuacmnuxos) u 6 unmepevio ¢ npedcmasumensimu pPaoHHbIX
o0moenos 06pas0eanus U MIPAM, M3PO8.

Aemop awnanuzupyem eocnpusmus, omHowienus u noseoenus ywawuxca ¢ OOIl u munuunvix
YueHuKo8 omuocumenvro exmouerus demeu ¢ OOIl ¢ obvlunbix wkonax. Ha ocnose anmanusa, aeémop
npuwien K 8b1600y 4MO peanu3ayus UHKIIO3UBHO20 00pA306aHUS NPUBeNo K O00B0IbHO HOZUMUBHBIM
USMEHEHUAM 8 COOMBEMCMBYIOWUX WKONAX, BKIIOUUMENbHO: 0DecneueHue Hy’CHLIMU OUOAKMUYECKUMU
Mamepuaniamu U COBPEMEHHbIMU YCMPOUCMEAMY, YIVYUleHUe Kavyecmea u Memooo8 NpenooasaHis,
usmenenue noseoenusi demeii ¢ OOIl u oOviunvix demeti. Tunuunvle 0emu OMHOCAMCA U BOCHPUHUMAIOM
nonoxcumenvro exmodenue oemei ¢ OOII 6 obviunvie wxonvl. Jemu ¢ OOII u obbiunble demu umerom
00B80IbHO  BbICOKULL YPOBEHb YOO0BIEMBOPEHHOCY  WKOAOU. [lunomuvle wKonwl Xapaxkmepu3yiomcs
OPYIHCECMBEHHOU COYUANBHOU U 00pA306AMENbHOU CPeOOl; 6 NUIOMHBIX WIKOIAX HAYAJICS NpPoyecc
adanmayuu 00pazoeamenvHou cpedbl K UHOUSUOYanvHuiM nompeodnocmam demeil. Hemu c¢ OOIl u
00blyHble Oemell UMeIOM BbICOKULL YPOBEeHb CAMOOYEHKU U Y8epeHHOCmU 6 cebe, 4UmMo Kacaemcs
00CMUNICEHUSL BLICOKUX PE3VIbIMAMmMOs 8 yueoe.

Bmecme ¢ mem, agmop ooxa3zvieaem, umo ewe cyujecmayiom HeKomopbvie pasiuius 6 60CHPUANUX
OMHOCUMENbHO UHKTIIO3UBHO20 0bpasosanus demeti ¢ OOIl. Hexomopvle munuunbsle 0emu 8blCKA3ANUCDH
60 8pems oxyc epynn, ymo unozoa oemu ¢ OOII yygcmayiom cebst HeKOMPOPMHO & WIKOJIe, HOTNOMY UMO
OHU 1008ep2aromcs OUCKPUMUHAYUU, USHOPUPOBAHbBL CBOUMU OOHOKIAccHUKamu. Hexomopwvle demu c
OOII umerom paspywumenvhoe nogedeHue U Hapyuwarom OUCYUNIUHY HA YPOKAX, Mewarm pabomams
opyaum yuenuxam. Jemu ¢ OOl menvuie o6neuenvl Ha ypoKax u 60 6pemMsi GHEKIACCHLIX MEPONPUAMUL U
umeom MeHvule Opy3sell 8 WKOIAX U 6He UKOTIbL.

Kniwouesvie cnoea: obpazosanue, unmezpayus, uHKIO3UA, 0emu ¢ 0COObIMU 0OPA3Z06AMENbHBIMU
nompeoHoCmAMU, YCAYeU 8 001aCmu UHKIIO3UEHO20 00pA3068aHUs, OMHOWEHUS, 3HAHUS, NOGEOeHUE.

JEL Classification: 128; 121; N3; JO.
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Introduction. Mainstreaming, integration or inclusion. There are different opinions regarding
the meaning of the words: mainstreaming, integration and inclusion. Nevertheless, all of them support the
idea of differences in the meanings of terms when it comes to education. As per the literature review,
mainstreaming is “associated primarily with the physical assimilation of students with disabilities with
their non-disabled peers. This may be more a matter of “connotative baggage” rather than intent.
Nevertheless, mainstreaming assumes that students with disabilities may share the same physical space
(classroom, playground etc.) with those who have no disabilities only when they are able to do the same
activities as everyone else with minimal modifications. Further, the primary responsibility for these
students' education remains with their special education teacher” [4]. Integration means the placement of
children with disabilities/or of those with special educational needs (SEN) in mainstream education
settings “with some adaptations and resources, but on condition that the disabled person and/or the learner
with “Special Educational Needs” labels can fit in with pre-existing structures, attitudes and an unaltered
environment” [4]. Inclusion is considered a step ahead comparatively with the integration.
Thus, according to Harman, “the biggest clue for determining whether a school is integrating
or including students is in the language that is being used. If school personnel talk about extra adaptations
or services to help the child fit into a classroom, it is integration. References to overcoming problems,
acquiring functional abilities and support worker for the child will be used. Look at the Individual
Education Plan (IEP). If the IEP focuses on strategies to help a child fit into a classroom, this is
integration. Inclusive schools and classrooms talk about helping everyone. School personnel will
emphasize how the classroom/school will be changed to support the success of a child. The talk will be
about how the extra adaptations and services will benefit everyone. Celebrating diversity,
helping everyone and having a support worker for the class are key. When looking at the IEP, strategies
will be used to adapt and improve the classroom so that all students achieve success. Inclusion is about
helping everyone” [3].

“Children with special educational needs have a right to education. In June 1994 representatives
of 92 governments and 25 international organizations formed the World Conference on Special Needs
Education, held in Salamanca, Spain. They agreed a new Statementon the education of all disabled
children, which called for inclusion to be the norm. The Conference adopted a new Framework for Action,
the guiding principle of which is that ordinary schools should accommodate all children, regardless of
their physical, intellectual, social, emotional, linguistic or other conditions. All educational policies, says
the Framework, should stipulate that disabled children attend the neighborhood school that would be
attended if the child did not have a disability” [6].

Avrticles 28 of the UN Convention on the Rights of the Child cover the right of children with Special
educational needs to education. It states that “States Parties recognize the right of the child to education,
and with a view to achieving this right progressively and on the basis of equal opportunity, they shall, in
particular: a) make primary education compulsory and available free to all; b) encourage the development
of different forms of secondary education, including general and vocational education, make them
available and accessible to every child, and take appropriate measures such as the introduction of free
education and offering financial assistance in case of need; ¢) make higher education accessible to all on
the basis of capacity by every appropriate means; d) make educational and vocational information and
guidance available and accessible to all children; e) take measures to encourage regular attendance at
schools and the reduction of drop-out rates...” [8].

The right to inclusive education is enshrined in article 24 of the UN Convention on Rights of
Persons with Disabilities: “(1) States Parties recognize the right of persons with disabilities to education.
(2) In realizing this right, States Parties shall ensure that: a) persons with disabilities are not excluded from
the general education system on the basis of disability, and that children with disabilities are not excluded
from free and compulsory primary education, or from secondary education, on the basis of disability;
b) persons with disabilities can access an inclusive, quality and free primary education and secondary
education on an equal basis with others in the communities in which they live; c) reasonable
accommodation of the individual’s requirements is provided; d) persons with disabilities receive the
support required, within the general education system, to facilitate their effective education; e)effective
individualized support measures are provided in environments that maximize academic and social
development, consistent with the goal of full inclusion” [7].
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Moving toward inclusive education in the Republic of Moldova. Being a former soviet country, the
children with special educational needs in the Republic of Moldova were segregated in separate
educational environments for many decades. Despite the fact that in 2004 the Education for All National
Strategy and Action Plan were approved and the key purpose of the documents was to assure the access of
all children to quality education, in 2006, around 12000 children with special educational needs were still
studying in boarding schools.

The real movement toward the inclusive education of children with special educational needs
started alongside with the process of deinstitutionalization in 2007, after the approval of the National
strategy on reforming the residential institutions. Several NGOs (Lumos, Every Child, CCF Moldova,
Keystone Moldova, Speranta, Femeia si copilul — protective si sprijin) started to work closely with
the Ministry of Education on implementation of the strategy by supporting the families to
deinstitutionalize the children and to move them in regular community schools. Several models of
inclusive education were developed and approved by the Ministry of Education. The models included the
following stages: evaluation of children educational needs and development of plan of interventions to
support those needs, development of school physical and teaching environment, development
of educational support services, capacity building of parents and teachers and changing discriminatory
attitudes and behaviors of typical children and other community members toward inclusive education of
children with SEN. The NGOs piloted the models of inclusive education in 60 communities’ schools,
covering more than 50% of the districts of Moldova.

Alongside with the deinstitutionalization and educational inclusion of children with SEN, the NGOs
supported the Government of Moldova to make the sustainable reforms, by advocating for the
development of the legal framework related to inclusiveness of children with disabilities in communities
and in regular educational institutions. In this regards, the Government of Moldova ratified the Convention
on Rights of Persons with Disabilities (2010); approved the Law on Social Inclusion of Persons with
Disabilities (2012), the National Program for Inclusive Education (2011-2020), the Law on Equal
Opportunities (2012) and the new Code of Education (2014). The institutional structures and support
services for inclusive education were developed and established nationwide as a consequence
of developed legislation and NGO advocacy. The National Center for Psycho-Pedagogical Assistance was
established under the Ministry of Education with the scope of promotion and supporting the process
of inclusive education of children with SEN nationwide. The Psycho-Pedagogical Assistance services
were developed in all districts of the Republic of Moldova. The purpose of those services is to assess the
educational needs of children with SEN and to make recommendations for development of Individual
Educational Plans for those children. The new inclusive education support services, like Resource centers
for inclusive education, pedagogical support staff, and extracurricular mediation hours were introduced in
all schools as needed. Starting with 2012, the Government of Moldova made available public financial
resources for inclusive education’.

The reforms made in the field of deinstitutionalization and social inclusion of children with SEN
contributed to decreasing of number of children with SEN in special schools from 3550 in 2009 to 1807
in 2013. According to the data of the National Department of Statistics, 66% of children with SEBN were
studying in regular communities’ schools and 34% - in special schools in 2013-2014 school year.

Attitudes and perceptions of students toward inclusive education

Schools satisfaction. According to the survey, the majority of students show a high degree
of satisfaction with the school. The share of students who said they like school very much is 86% higher
than the percentage of those who disagreed with this statement. The proportion of pupils who said
they cannot wait to go to school in the morning is 69% higher than of those who did not agree with
this statement. Per groups of students, the share of students highly satisfied with the school is higher
among both groups of typical students (from classes with and without pupils with SEN) and is lower
in pupils with SEN.

1 In 2012, the state allocated 1.6 million MDL for development of inclusive education in three districts
(Criuleni, Floresti and laloveni). In 2013, the Government of Moldova allocated 89.3 million MDL for inclusive
education and in 2014 — 67.5 million MDL.
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® pupils with SEN

N typical pupils from classes
with children with SEN

typical pupils from classess
without children with SEN

Ilike schoolvery much  TIlookforwardto go to
school in the morning

Chart 1. The pupils attitudes toward the school, DPOI*, %

The students involved in focus group discussions said that the high level of satisfaction with the
school is determined by the changes occurred at the school level alongside with inclusive education
processes: “renovation of some classes”, “equipment of classes with modern technologies and furniture”,
“improvement of quality of teaching”, “diversification of teaching methodologies”, “improvement of
attitudes and behaviours of both typical children and children with SEN”. They like to go to school,
because they “learn new things’, “get new abilities’, “are preparing for their carrier”, “interact with
friends”, “play with friends’ afterschool” etc. Some of the students said that they are acquainted with the
situations, when some of the children with SEN do not go regularly to the school due to “lack of their
parents support”, “limited understanding of of school attending benefits by their parents”, “poverty and
limitations in daily life”, “bad attitudes of their peers and of teachers” etc. All of them agreed with the
need to support the children with SEN to go regularly to schools through prevention of discriminatory
attitudes, improvement of teaching methodologies, especially when involving the children with SEN,
developing positive school environment for all children, supporting the children and their families to
overcome poverty” etc.

Social environment in the schools. Research has revealed that the social environment is quite
friendly in pilot inclusive schools. Thus, the share of students who said they have many friends
in the school (DPOI = 74%), that they feel difficult to say good bye to their friends at the end of classes
(DPOI = 42%), that they are invited often by peers during the recreations to play (DPOI = 49%), that they
are invited by colleagues to participate in various extra-curricular activities (DPOI = 62%), that they like
to participate in various extra-curricular activities (DPOI = 78%) is higher than of those who disagree
with those statements. Per groups of students, the situation is different. The percentage of pupils with SEN
who have positive views about the social environment in the school is 1.5-2.0 lower than in case of typical
students, both in classes with and without students with SEN.

Some typical pupils believe that students with SEN do not feel good in school due to the fact that
“some of them are forced to come to school by parents or teachers”, “sometimes the regular students
discriminate them, they laugh on them, they pay no attention and even encourage other children to behave
in the same way”. The discriminatory attitudes of typical students towards students with SEN are due to
their families’ high level of poverty: they cannot always afford to buy good clothes and more expensive
things for their children and are not always careful enough. Some students said their peers “are afraid of
students with SEN, especially of those who have aggressive behavior”. They said that pupils with SEN
“should be kept under control”.

! Dominant Personal Opinion Index (DPOI) determines the rate of dominant opinions regarding certain
phenomena, processes and is calculated according to the formula (p-n)X (100-ne):100, where p is the rate of
positive opinions, n is the rate of negative opinions and ne — the rate of neuter opinions. The Index ranges on a
scale from -100 to +100. The closer to 100 the index is, the more positive opinions/perceptions/attitudes there are.
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Chart 2. Pupils perceptions regarding the social environment in the schools, DPOI, %

Teaching-learning environment. Most of the children believe that the teaching-learning-evaluation
process in the school mostly corresponds to the requirements of the inclusive education. Thus, the rate of
students who agreed with the statement that teaching activities during the classes are very interesting
(DPOI=86%), that they work together with other classmates during the classes (DPOI=72%), that teachers
encourage them to learn according to their capacities (DPOI=78%), that they may ask questions and receive
answers during the classes (DPOI=74%), and that they often share their opinions about school and studies
(DPOI=62%), that teachers and students in their school respect each other (DPOI=82%), that teachers speak
well about all the children (DPOI=69%) is much higher than the rate of those who think otherwise.

typical pupils from classess without children with SEN
® typical pupils from classes with children with SEN
¥ pupils with SEN

I often share my opinions about school, about ”Jﬁ[)
studies
In the classroomI can ask questions and get ”-72—1 96
answers
Teachers encourages all students to learn _—8-0—' 926
according to their capacities 67
Teaching activities during the classes are very _—§993
interesting 80
Ilearn from my colleagues many new things —58074
Classmates support me and I support them when —ggg
they need ' 49

.

Chart 3. The students’ perceptions regarding the content
and the organization of classes, DPOI, %

Per group of children, we notice differences in the opinions. In case of typical children from classes
with students having SEN and of students with SEN, the rate of those who support positive statements
decreases and the rate of those who have contrary opinions increases.

The share of students in the pilot schools who believes that teachers help students who have
learning disabilities is 86% higher than that of students who have an opposite opinion. The share of
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students who believe that teachers fully support them is 68% higher than of those who think differently.
Per groups of students, the percentage of students who said the teachers help students with learning
problems; communicate with them and help them learn; ask if students need additional help; fully support
them is higher among typical students and lower in pupils with SEN.

The teachers often ask if - %%
students need extra help 74

_ typical pupils from classess

The teachers communicates -'% 2 0 without children with SEN
with me and help me learn 71 B typical pupils from classes with

‘ ) ' 7‘_? children with SEN
The teachers fully support me —54 9 ¥ pupils with SEN

The teachers help students - 3%
who have learning problems % y E— ) _,79 P

Chart 4. The pupils perceptions regarding the teachers support, DPOI, %

Discussions held in focus groups revealed certain issues/aspects related to the learning
environment that requires a special attention. Thus, students mentioned that certain teachers focus
during the classes on other activities than teaching activities; they tend to use only the method of children
reading and writing, they repeat the same task for several lessons. Many children stressed the fact that
teachers do not always evaluate them objectively and that their relation with the teacher influences
the marks they get. Students have also mentioned that even if they are allowed to state their opinions
during the lessons, teachers do not always accept such opinions and that, sometimes, accepting students’
opinions depends on the teacher’s mood. Speaking about teachers’ attitude towards students with SEN,
participants in focus groups had split opinions: some of them believe teachers’ pay less attention to them
and focus more on the students who study well; others stated that teachers pay too much attention to
students with SEN, which, they think, is disadvantaging typical students.

Students’ self-esteem and self-confidence. The survey revealed that students in pilot schools have
a high level of self-esteem and enough self-confidence. Thus, the rate of children who believe the things
they study at school are useful (DPOI=90%), they are able to obtain good school results if they prepare
their homework (DPOI=78%), they can study in different ways (70%) is higher than the rate of those who
believe otherwise. Per groups of children, the rate of children that have self-esteem and self-confidence is
higher in typical children, both in classes that have students with SEN and in classes that do not have
students with SEN and is lower in students with SEN.

Pupils’ participation in social life. According to the survey, most students said that for them is
very important to have many friends (DPOI = 82%), that they have good relationships with the children in
the yard, slums (DPOI = 86%) and that they have many friends outside of school (DPOI = 70%). Per
groups of children, the share of pupils with SEN who agreed with the above statement is lower than the
share of typical students.

To see the intensity of student participation in community life, they were asked about the frequency of
their participation at various events in the community, visits with relatives ,visits at various museums,
theaters etc. Research has revealed that the social life of students is reduced mostly to visits to relatives
(DPOI = 65%), and less — in participation at various community events (DPOI = 32%) and visits to
museums, theaters, zoo etc. (DPOI = 38%). Per groups of children, the share of pupils with SEN visiting
relatives (DPOI = 51%) is 1.5 times lower than in case of typical students (DPOI = 75% DPOI = 80%).
The share of pupils with SEN taking part in local events is about two times lower (DPOI = 19%) than in case
typical students (DPOI = 45% DPOI = 39%). The share of pupils with SEN visiting museums, theaters,
exhibitions in the city is 8-10 times lower than in case or typical students (DPOI = 77% DPOI = 54%).
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Chart 5. Pupils perceptions regarding the friendships, DPOI, %

Results and conclusions. Both: the typical children and the hildren with SEN from pilot inclusive
schools feel comfortable at school and have high level of school satisfaction. The majority of typical students
show positive attitudes and perceptions toward inclusion of children with SEN in regular schools. As per
their perceptions, the implementation of inclusive education resulted in rather positive changes in respective
schools: provision with materials, modern devices, improvement of teaching quality and methods, change in
the behaviors of children with SEN and in typical children. The social and learning environment in pilot
schools is friendly and started to be adapted to children individual needs. The both: children with SEN and
typical children have high level of self-esteem and confidence. They believe the things they study at school
are useful and they are able to obtain good learning results if they prepare their homework.

However, in focus group discussions with typical children, some of them claim that sometimes the
children with SEN feel uncomfortable at school because they are discriminated/ignored by their
classmates. The discrimination is caused mostly by the high level of poverty of children with SEN
families and less possibilities to have nice modern clothes, mobile devices etc. Some of typical children
said that some of children with SEN have disruptive behaviors and disturb the attention of other children
in classes. The research showed that children with SEN are less involved than their typical peers in classes
and in extra-curricular activities and have less friends in schools and outside the schools.

REFERENCES

1. AVRAMIDIS, E., NORWICH, B. Teachers' attitudes towards integration/inclusion: a review of the
literature. In: European Journal of Special Needs Education. 2002, vol. 17, issue 2, pp. 129-147 [accesat 20
august 2015]. Disponibil:
http://www.tandfonline.com/doi/abs/10.1080/08856250210129056#.\VdcDw_ntmko

2. BENNETT, Sh. What works? Research into practice: Including Students with Exceptionalities. 2009,
January [accesat 20 august 2015]. Disponibil:
https://www.edu.gov.on.ca/eng/literacynumeracy/inspire/research/Bennett.pdf

3. HARMAN, B. Inclusion/Integration Is There a Difference? [accesat 20 august 2015]. Disponibil:
http://www.cdss.ca/images/pdf/general_information/integration_vs_inclusion.pdf

4. Inclusion: The Pros and Cons. In: Issues... about change. 1994-1995, vol. 4, no. 3 [accesat 20 august 2015].
Disponibil: http://www.sedl.org/change/issues/issues43.html

5. KONZA, D. Inclusion of students with disabilities in new times: responding to the challenge. In: P. KELL,
W. VIALLE, D. KONZA, G. VOGL (eds). Learning and the learner: exploring learning for new times.
Wollongong, 2008, pp. 39-64 [accesat 20 august 2015]. Disponibil:
http://ro.uow.edu.au/cgi/viewcontent.cgi?article=1036&context=edupapers

6. The Salamanca Statement and Framework for Action: on Special Needs Education. In: On special needs
education: access and quality: world conference, 7-10 June 1994. Salamanca, 1994 [accesat 20 august
2015]. Disponibil: http://www.unesco.org/education/pdf/SALAMA_E.PDF

7. UNITED NATIONS. Convention on the Rights of Persons with Disabilities [accesat 20 august 2015].
Disponibil: http://www.un.org/disabilities/convention/conventionfull.shtml

8. UNITED NATIONS. Convention on the Rights of the Child. Adopted and opened for signature, ratification
and accession by General Assembly resolution 44/25 of 20 November 1989 entry into force 2 september
1990 [accesat 14 august 2015]. Disponibil: http://www.ohchr.org/en/professionalinterest/pages/crc.aspx

Recommended for publication: 25.08.2015

Nr. 3/2015


http://www.tandfonline.com/loi/rejs20?open=17%23vol_17
http://www.tandfonline.com/toc/rejs20/17/2
http://www.tandfonline.com/doi/abs/10.1080/08856250210129056%23.VdcDw_ntmko
https://www.edu.gov.on.ca/eng/literacynumeracy/inspire/research/Bennett.pdf
http://www.cdss.ca/images/pdf/general_information/integration_vs_inclusion.pdf
http://ro.uow.edu.au/cgi/viewcontent.cgi?article=1036&context=edupapers
http://www.unesco.org/education/pdf/SALAMA_E.PDF
http://www.un.org/disabilities/convention/conventionfull.shtml
http://www.ohchr.org/en/professionalinterest/pages/crc.aspx

ECONOMIE §1 SOCIOLOGIE / ECONOMY AND SOCIOLOGY 47
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The aim of this study is to show the relation between emotional labor, job burnout and intention to
turnover of travel agency workers, and to develop appropriate suggestions in the light of obtained
findings. For this aim, a survey is applied to travel agency workers which is one of the emotional labor-
intensive jobs. According to the results of this research, emotional labor behaviors of travel agency
workers influence job burnout negatively and their level of job burnout influences intention to turnover
positively. However, any relation between emotional labor and intention to turnover was not found.

Key words: emotional labor, job burnout, intention to turnover, hotel employees.

Scopul acestui studiu este de a prezenta relatia dintre impactul emotional al muncii, epuizarea la
locul de munca si intentia de schimbare a locului de munca a lucratorilor agentiilor de turism si de a
dezvolta propuneri adecvate in lumina constatarilor obtinute. De aceea, a fost aplicat un sondaj pentru
lucratorii agentiilor de turism, care reprezinta un loc de lucru cu impact emotional de intensitate mare.
Conform rezultatelor acestei cercetari, comportamentul in urma impactului emotional al muncii asupra
lucratorilor agentiilor de turism, influenteaza in mod negativ gradul de epuizare la locul de munca, iar
gradul de epuizare la locul de muncad influenteaza In mod pozitiv intentia de schimbare a locului de
muncd. Cu toate acestea, o relatie intre impactul emotional si intentia de schimbare a locului de munca
nu a fost stabilita.

Cuvinte-cheie: impact emotional al muncii, epuizare la locul de muncd, intentie de schimbare a
locului de munca, angajati ai hotelului.

Lenv 0annoeo uccne0o8anus — NOKA3aAMsb C8:A3b MeNCOY IMOYUOHATLHLIM MPYOOM, UCHOWEHUS HA
pabome u HamepeHus NOMeHAmMb pabomy, u pazpadbameviéamsb COOMEEMCMBYIOWUe NPeOSONCEHUsS C
VYemom NONYYEHHbIX pe3Vabmamos. [[ua 2moil yeiu NPUMEHAemcsi Onpoc 6 MypaceHmcmeax no
COMPYOHUKAM, pabomoll KOMOpPuIX cuumaemcsi 0OOHOU U3 IMOYUOHANbHBIX U mpyooémkux. CocnacHo
pe3yibmamam 3mo20 UCCie008aHUs, IMOYUOHAIbHOE MPYO0Boe nosedenue pabomHuUKo8 mypazenmcme
6nusem HAo YposHeM UCMOWeHUsl Ha pabome OMmpuyamenbHo, a yposeHs UCIOujeHUs. Ha pabome ausem
HAO HamepeHuem NOMeHAMb pabomy noaoxcumenvHo. (QOHAKO  KAKOU-IUOO — C8A3U  MeHCOy
IMOYUOHATILHBIM MPYOOM U HaMepeHUue NOMeHAMb pabomy He HauoeHO.

Knioueswie cnoga: smoyuonansusiii mpyo, ucmowjeHue Ha pabome, HamepeHue noMeHsms pabomy,
COMPYOHUKU 2OCMUHUYDL.

JEL Classification: L83; L84.

Introduction. Previously, emotions were not seen as an important factor in the researchs regarding
organizational citizenship. Most of the organization theories tend to trivialize or marginalize the
re-invention of emotions [34] and a large number of organizational studies were based on the assumption
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that human-beings are creatures whose inefficient irrationality cannot be trusted [25]. However, recently
it is possible to see various studies which introduce the importance of emotions in working life by putting
forward their positive and negative effects in workplace [10], [36], [46].

Additionally, unconditional customer satisfaction plays an important role for the concept of total
quality which is introduced by global competition in service sector [17]. For this, many employers
determine the appropriate attitude toward customers and make the emotional labor behaviors which
needs to be displayed obligatory for personnel through in-company trainings. Whether employees display
these behaviours sincerely or they pretend through masking may end up with job satisfaction and job
burnout [23], [44].

Therefore, the general aim of this study is to show the relation between emotional labor,
job burnout and intention to turnover and to develop appropriate suggestions in the light
of obtained findings. For this aim, the variables of emotinal labor process of travel agency workers,
which is one of the emotional labor-intensive jobs, and their opinions on job satisfaction are tried
to be determined.

The aims of study:

1. Do emotional labor behaviors of participants vary according to demographical variables?

2. Does level of job burnout of participants vary according to demographical variables?

3. Does participants’ intention to turnover vary according to demographical variables?

4. Is there a significant relation between participants’ emotional labor behaviors and their level of

job burnout?

5. Is there a significant relation between participants’ emotional labor behaviors and their intention

to turnover?

6. Is participants’ level of job burnout affected by their emotional labor behaviors?

7. ls participants’ intention to turnover affected by their emotional labor behaviors?

8. Does the effect of emotional labor behavior on that participants’ intention to turnover is affected

by their level of job burnout?

Literature Review

The Concepts of Emotion and Emotional Labor in Companies

Although previously emotion was not a widely used phenomenon, it has been an area on which
various studies were conducted and various remarks was made since late 1800s. Because examining
feelings and emotional conditions of human-beings and making predictions about their effects have a
position which draws attraction in literature, it is possible to see various biological, psychological, social
and cultural explanations of feelings and emotions. Especially since 1980s, the existence of emotions in
working life, their forms of expression and their role in organizational success are started to be discussed
increasingly [54]. From past to present, researchers have discusses the concept of emotion through
different point of views. Whereas in past it is emphasized that emotions affect the process of rational
reasoning negatively, many researches which is made nowadays suggest that emotions actullay lead
people to realist thinking [47]. In a manner of speaking, contary to rationalist approaches, emotions are
moods which mobilize and energize people. Likewise, “motus anima” which refers to emotion in Latin
means “mobilizing soul” [13]. Therefore, emotions which are experienced in daily life have a strong
influence on human behavior.

“Emotional labor is a form of labor which workers have to perform in order to meet job’s
requirements in jobs which necessitates intimate relationship, and it includes transforming emotions” [53].
The concept of emotional labor has been described in different ways by authors. According to Ozkaplan,
emotional labor is “a part of the package which companies sell to customer”. According to her, whereas
industrial worker sells his/ner manual labor and information technology worker sells his/her intellectual
labor, emotional worker sell his/her “smiles” [38]. According to Ashforth and Humphrey who examine
emotional labor through the perspective of the theory of social identity, emotional labor is expressed as the
action of displaying appropriate emotion [4].

In the light of these descriptions, the concept of emotional labor can be stated as that employees
control their emotions to create positive relationships with customers in order to guarantee customer
satisfaction and they display emotions which company wants to be displayed instead of their own
emotions [29].
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Dimensions of Emotional Labor

One of the important points regarding the phenomenon of emotional labor is about in which form
employees display emotions toward customers. In this context, emotional labor behaviors have various
dimensions in literature. Surface acting as one of these dimensions is to pretend that actually nonexistent
emotions exist [23]; in other words it refers to that one represses his/her emotions through emotional
masking and pretends by displaying fake emotions [15]. A worker who pretends by superficially
displaying emotional labor behaviors toward customers, actually acts as if he/she feels the emotions that
his/her job requires while he/she is working even if he/she feels different emotions [7]. It is stated that in
surface acting employee experiences emotional contradiction in a great level [24], [30].
Hence, the dimension of surface acting is also referred as emotional contradiction in relevant
literature [27], [32], [60].

Considering emotional effort (which is also called deep acting in literature) as another dimension of
emotinal labor, one tries to synchronize his/her actual emotions with expected behaviors. According to
Kruml and Geddes [32], this dimension is the basis of the phenomenon of emotional labor. For employee,
it requires too much effort to emphatize with customer, to make customer pleased with service which
he/she buys, and to approach with positive emotions by understanding the conditions which make
customer difficult/aggressive [23]. In addition to that employee does not perform his/her own emotions
either in emotional contradiction which includes the display of surface acting or in emotional effort, it is
possible to say that there is a difference between these two forms emotinal acting. In surface acting,
employee does not feel, but only acts. On the contrary, in emotional effort, employee tries to actually feel
emotions he/she reflects. This situation is examplified as an actor/actress who loses himself/herself in
his/fher role [33]. According to this, in surface acting, displaying emotinal labor rules which are
determined by the organization is an externally imposed obligation; in emotinal effort, it is a necessity
based on internal motivation. Because behaviors are supported by actual emotions in emotional effort, this
situation may make customer relations more sincere. However, at this point, it is necessary to indicate one
more time that in both situations of emotional labor, acting within the rules determined by employer or
administration is the situation [43].

Another dimension of emotional labor is the expression of genuine emotion. Ashforth and Humprey
(1993: 33) mention that in addition to surface acting and emotional effort there might be situations in which
workers genuinely experience expected emotion; and they refer this type of acting as the expression of
genuine emotion. The employee who displays his/her emotions through this way does not pretend toward
customer, and acts in this way because he/she is ready to help and experiences positive emotions [16]. On the
other hand, Morris and Feldman tries to bring a holistic approach to the issue. According to them, either
surface acting or emotional effort or expression of genuine emotions, all of them require effort in a certain
extent; because the aim of all behaviors is to fulfill the requirements of emotional behavior rules determined
by the organization [37].

Intention to Turnover

Intention to turnover is destructive and active actions made by employees in situations they feel
unsatisfied about the working conditions [49]. There is a widespread opinion that intention to turnover
affects organizational effectiveness. By detecting the factors which influence intention to turnover,
researchers can predict and explain turnover behaviors in advance and managers can take precautions in
order to avoid possible turnovers [26]. In many researches, job satisfction is pointed out as the most
significant factor among factors which affect intention to turnover.

Intention to turover is an early indication for actual absenteeism and it brings costs in a significant
extent. In literature, there are theoretical and empirical findings for that there is a negative relation
between intention to turnover and job satisfaction [28], [50], [52].

Employees’ intention to turnover causes several practical problems such as loss of skills, additional
staff and increase in managerial costs. Environmental factors which influence employees’ intention to
turnover are organizational culture and values of organization, relationships with coworkers, demands and
expectations regarding job/role, and opportunities for career development and reward structures such as
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autonomy [52]. Factors which avoid turnover are job satisfaction, investments on job, alternative job
opportunities and organizational rewards.

Job Burnout

The concept of burnout was firstly described by Freudenberger in 1974 as failure, exhaustion, loss
of energy and power as a result of overloading or exhaustion in individual’s internal resources and energy
as a result of unsatisfied desires.

Among psychological, behavioral and physical problems caused by organizational stress, some
different reactions were observed in 1970s and they were denominated as burnout. The feature of burnout
which distinguishes it from other reactions caused by organizational sources of stress is that it appears as a
result of employees’ frequent and intense interactions with people they encounter as a part o their job
(Torun, 1997).

In order to detect levels of burnout, Burnout Inventory designed by Maslach was used. According to
Maslach, burnout is described as the situation which is experienced subjectively, is derived from working
in environments with intense emotional expectations for a long time, and is accompanied by indications
such as physical exhaustion, desperation, hopelessness, disappointment, development of a negative self-
conception, development of negative attitudes toward job, workplace, employees and life (Cokluk, 2000).
Emotional exhaustion is the dimension of burnout related with stress and refers to the decrease in
individual’s emotional and physical sources. The most important sources for this process are being
overloaded by work and interpersonal conflicts in workplace. Employees, at this stage, feel that they “get
thin” and “get emptied” like they cannot be “refilled” (Solmus, 2004:103). Desensitization manifests in
the forms that the service or product one provides causes contradiction in the eyes of buyers, that one
ignores the features which make service/product quality, that one embraces a humiliating approach toward
people, that one categorizes people and that one keeps his/her distance with people who he/she provides
service (Maslach et al., 2001: 403; Leiter and Maslach, 1988: 297). Low sense of personal success causes
depression about employee’s feeling of ineligibility and not being able to sufficiently handle the work
stress. Additionally, it gets deeper through lack of social support and unrecognized occupational
development opportunities (Maslach, 1998; Maslach, Schaufeli and Leiter, 2001). As a result of
individuals’ negative self-evaluation, an unsuccessfulness in job and relationships with people who one
encounters as a part of his/her job and a decrease in feeling of competence are seen. These people, who
think that they can’t make progress in their jobs and even they drop behind, feel guilty (Dilsiz, 2006: 14).

In accomodation establishments, service provision to customers occurs in an integrated way with
the products they buy. Customers who enjoy accomodation establishments pay attention to this point.
Customers generally decide whether the physical standards of accomodation establishments meet their
expectations before they decide in which place they will be for their vacation. After they decide, they
compare the service qualities. For consumers, it becomes easier because of raising awareness of
consumers who buy touristic products, of easier access to information and of existence of information
regarding quality of product and service of accomodation establishments on the internet. Because of the
raising awareness and opportunities of consumers and because professionals in the sector care about
service quality and customer satisfaction, it became inevitable to care about the human factor who
produces service [56].

Studies on Emotional Labor and Business Behavior

Emotional labor became a part of the literature after it is described as selling emotions in return
of wage in Hochscilds’s (1983) study. Emotional labor is studied mostly on service sector employees;
these studies are mostly focused on customer service representatives [1], [11], call center employees [22],
[48], (Ozkan, 2011), healtcare workers (Mikolajczak, Menil & Luminet, 2007; Caldag, 2010), [31],
shopping center workers [8], [16], [45], education workers [55], (Kaya, 2009), finance workers [37], [42],
Diamond, 2005).

Among studies on emotional labor, employees in tourism establishments and tourism workers are
started to be studied. Even if it is a quite new concept in tourism area, there are many qualitative and
guantitative researches about emotional labor [12], [21], [24], [27], [30], [57], [58]. For instance, Seymour
(2000) conducted interviews with employees in traditional silver service restaurants and employees in
fast-food restarutants in order to measure the levels of emotional labor in food and beverage
establishments with two different styles of service delivery; he detected that intensity of emotional labor in
traditional establishments is higher. Kim (2008) examined the priorities and results of two strategies of
emotional labor (surface and deep acting) in accomodation industry. The study showed that employees
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who display surface acting get more exhausted than employees who display deep acting. Zapf and Holz
(2006), in their study on hotel establishments, food and beverage establishments and call centers in
Germany, found that there is a close relation between emotional labor and burnout syndrome (Avci and
Kilig, 2010: 293). Chen et al. (2009), tried to identify how students’ will to work and emotional awareness
during thire period of internship affect their job satisfaction; they detected that emotional awareness and
will to work affect job satisfaction positively.

In Turkey’s literature, Avc1 and Boylu (2010) made validation for the level of measurement
developed by Chu and Murmann (2006) through a research on undergraduate anad graduate tourism
students. Avcr and Kilig (2010), with same level of measurement, tried to identify in which degree
emotional labor behaviors of employees in accomodation sector differ. In this research, emotional labor
behaviors discussed in terms of “emotional effort” and “emotional contradiction” dimensions; it is
observed that employees’ emotional labor differs from the dimension of “emotional contradiction”.
Similarly, Pala and Tepeci (2009) conducted a resarch on levels and dimensions of emotional labor of
employees in tourism establishments; dimensions which constitute emotional labor in tourism
establishments were identified as “deep acting” and “surface acting”. Kozak and Gug¢li (2008) made a
research in order to put forward in what extent factors of emotional labor are taken into consideration
during the recruitment process in tourism establishments; at the end of the research they found that the
factor of “genuine behavior” among emotional labor factors is the one which is paid most attention. In
Geng’s (2013) study, it is observed that level of emotional labor and emotional intelligence of employees
in tourism establishments affect their job satisfaction, and considering the influence of emotional
intelligence on job satisfaction, emotional labor partially mediates. Similarly, many researches in literature
of tourism area emphasize that emotional management affects job performances of employees [36].

In provision of services, because service employees whose physical, mental and emotional labor are
demanded create added value for service product specifically in accomodation industry, emotional labor
and emotional management are seen as important phenomena [12], [57].

There are researches which examine tourism employees’ intention to turnover [40], level of job
burnout and job satisfaction [2], [3], [6], [18], [41], [56]. According to these researches, employees
encounter with burnout syndrome and it affects their performance and hence businesses’ service quality.

Methodology

Population and Sample

This research is made on employees of travel agencies in Diyarbakir. All population was tried to be
reached and 110 people were reached.

Data Collection Tool

In research, survey was used for data collection. Surveys were made by directly going to travel
agencies and through face to face talking. Sirveys were made between January and March in 2015.

Among levels of measurement used in surveys, the ones regarding emotional labor were taken from
12-question Tourism Employees Emotional Labor level of measurement which was prepared Chu and
Murmann (2006) and translated into Turkish by Pala and Tepeci (2008) and Boylu and Avci (2010); the
ones regarding job burnout were taken from 22-question Maslach Burnout Inventory which was developed
by Maslach and Jackson (1981) and translated into Turkish by Ergin (1992); and ones regarding intention
to turnover were taken from 5-question level of measurement prepared by Blau and Boal (1989) and
translated into Turkish by Zayas (2006) and Yal¢in (2010). Negative statements in level of measurement
were inputted into the statictical programme in computer through reverse coding [5], [9], [12], [19], [35],
[39], [59].

Analysis of Data

For validity and reliability of research, reliability test and confirmatory factor analysis were made.

In order to test hypotheses of research, descriptive statistical tests, percentage, frequency, mode,
median, variance and standard deviation, crostabs were included [14].

Correlation analysis was used in order to find the relation between variables and regression analysis
was used in order to find interaction and mediation between variables.

Validity and Reliability Studies

Common point in descriptions and explanations about validity is that level of measurement
correctly measures what is supposed to be measured. Because levels of measurement of emotional labor,
job burnout and intention to turnover have been already tested, validation test was not required.
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Confirmatory factor analysis, CFA, was made and it confirmed that levels of measurement correspond to
factors given in literature.

As a coefficient of reliability, Cronbach’s Alpha statistic was used and it determined that
Cronbach’s Alpha statistic is located between 0,621 and 0,832. Therefore, it is possible to say that levels
of measurement are in a sufficient level of reliability.

Table 1
Values of Reliability of Levels of Measurement

Levels of Measurement Results of Authors Results of Researcher
Emotional Labor 0,621

Surface Acting 0,710 (Pala and Tepeci, 2010) 0,729

Deep Acting 0,851 (Pala and Tepeci, 2010) 0,812

Job Burnout 0,789 (Ergin,1992)

Emotional Exhaustion 0,83 (Ergin,1992) 0,832

Desensitization 0,65 (Ergin,1992) 0,796

Low Sense of Personal Success 0,72 (Ergin,1992) 0,676

Intention to Turnover 0,83 (Zayas, 2006) 0,803

Source: Made by researcher.

Result of Confirmatory Factor Analysis of Level of Measurement of Emotional Labor

First level factorial structure of level of measurement of emotional labor which includes two
sub-dimensions and 12 articles (six articles about surface acting and six articles about deep acting) was
tested via computer programme. In five-point likert scale, covariance matrix was created via method of
calculation of maxiumum likelihood and through data collected from 110 subjects (Kline, 2011). Scheme
of values of parameter including first level confirmatory factor analysis of the scale was created. Values of
goodness of fit which were obtained as a result of first level CFA (x’[51, N=110]=84,718; p<0.01;
x*/sd=1,66; RMSEA=0,078; CFl= 0,918; GFI1=0,885) show that two-factor model which was suggested is
acceptible and compatible with data. These results introduces that obtained data and anticipated theoretical
structure of level of measurement of emotional labor (two-factor model) are compatible.

First level factorial structure of level of measurement of intention to turnover which includes one
dimension and 5 articles was tested via programme called LISREL 8.5 (Scientific Software International).
In five-point likert scale, covariance matrix was created via method of calculation of maximum likelihood
and through data collected from 536 subjects (Kline, 2011). Scheme of values of parameter including first
level confirmatory factor analysis of the scale was presented above as Scheme 3. Values of goodness of fit
which were obtained as a result of first level CFA (x°[4, N=110]=5,787; p<0.01; x%sd=1,446;
RMSEA=0,064; CFI= 0,992; GFI=0,978) show that one-factor model which was suggested is acceptable
and compatible with data. These results intoruduces that obtained data and anticipated theoretical structure
of level of measurement of intention to turnover (one-factor model) are compatible.

First level factorial structure of level of measurement of job burnout which includes three dimensions
and 22 articles (9 articles about emotional exhaustion, 5 articles about desensitization and 8 articles about
personal failure) was tested via programme called LISREL 8.5 (Scientific Software International). In five-
point likert scale, covariance matrix was created via method of calculation of maximum likelihood and
through data collected from 536 subjects (Kline, 2011). Scheme of values of parameter including first level
confirmatory factor analysis of the scale was presented above as Scheme 4. Values of goodness of fit which
are obtained as a result of first level CFA (x’[203, N=110]=436,203; p<0.01; x*/sd=2,149; RMSEA=0,103;
CFI= 0,741; GFI=0,754)) show that three-factor model which was suggested is acceptable and compatible
with data. These results intoruduces that obtained data and anticipated theoretical structure of level of
measurement of job burnout (three-factor model) are compatible.

Data Analysis and Findings

66.4% of participants are male and 33.6% of them are female. 24.5% of participants are married and
75.5% of them are single. 44.5% of participants are graduated from high school, 36.4% of them are
graduated associate degree program and 19.1% of them are graduated from university. 66.5% of
participants received tourism education and 34.5% of them did not.

Model of Research

In this research, for testing hypotheses, model called SEM was used and the model below was
obtained. According to this model, employees’ emotional labor behaviors affect job burnout negatively
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and significantly, and their level of job burnout affect their intention to turnover positively and
significantly. However, their emotional labor behaviors do not significantly affect their intention to
turnover. Values of goodness of fit (x’[1, N=110]=1,110; p<0.01; x*sd=1,110; RMSEA=0,032; CFI=
0,998; GFI1=0,993) are between acceptable values.

28

D,

i

DE
Schema 1. Model of Research

At the end of the research, following results was reached: Considering the effect of emotional labor
behaviors on intention to turnover, job burnout does not have mediation effect.

Correlation Analysis

Results of correlation analysis which was made in order to find the relation between dimensions and
the level of this relation can be seen in the Table 2.

Table 2
Interdimensional Correlation Table
1 2 3 4 5 6
Deepacting 1 Correlation 1| -229°| -361" -169 | -4077 ,004
Significance ,016 ,000 ,078 ,000 ,964
N 110 110 110 110 110 110
Emotionalexhaustion 2 | Correlation -,229" 1 7397 | -2537 -134 | 5555
Significance ,016 ,000 ,008 ,164 ,000
N 110 110 110 110 110 110
Desensitization 3 Correlation 3617 7397 1 2207 -067 | 4477
Significance ,000 ,000 ,021 ,488 ,000
N 110 110 110 110 110 110
Surfaceacting 4 Correlation -169 | -2537 | -220° 1 2347 | -183
Significance ,078 ,008 ,021 ,014 ,055
N 110 110 110 110 110 110
Personalfailure 5 Correlation - 407" 134 -,067 234" 1] -142
Significance ,000 ,164 ,488 ,014 ,139
N 110 110 110 110 110 110
Int. to. turnover 6 Correlation 004 555 A4T -,183 -,142 1
Significance ,964 ,000 ,000 ,055 ,139
N 110 110 110 110 110 110

*, Correlation is significant in the level of 0.05.

**_Correlation is significant in the level of 0.01.

Source: Made by researcher.

According to the table above, the dimension of deep acting among strategies of emotional labor is
related with all dimensions of job burnout in reverse direction and in medium level. This means that when
tendency to display deep acting increases, level of job burnout decreases. Similarly dimension of surface
acting also is related with all dimensions of job burnout in reverse direction and in medium level.
However, because reverse coding was made before the analysis of data, reverse direction of surface acting
refers normally to same direction. This means that when tendency to display surface acting increases, level
of job burnout increases. Intention to turnover is related only with sub-dimensions of job burnout called
emotional exhaustion and desensitizationin same direction. This means that when emotional exhaustion
and desensitization increases, intention to turnover increases. Any relation between intention to turnover
and deep acting was not found.
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In studies on emotional labor and job burnout, Dijk and Brown (2006), in their study on employees
of two historical establishments which provide service for tourists, reached the result that emotional labor
affects emotional exhaustion. Hwa (2012:121), in his/her study on front office employees, found that
surface acting affects emotional exhaustion positively and deep acting affects emotional exhaustion
negatively. Kim (2008), in his/her study on employees in tourism sector, suggests that surface acting has a
medium level and positive significant influence on emotional exhaustion and deep acting does not have a
significant influence. Basim, Begenirbas and Can Yal¢in (2013), detected that surface acting affects
emotional exhaustion positively and deep acting affects emotional exhaustion negatively. Grandey, Fisk
and Steiner (2005: 900), suggests that obligation to regulate emotions causes emotional exhaustion.
Brotheridge and Grandey [11], in their research on the effect of emotional labor on emotional exhaustion
of employees from different sectors, found that surface acting affects the dimension of desensitization
positively and significantly, and it affects the dimension of sense of personal success negatively and
significantly; deep acting affects only dimension of low sense of personal success positively and
significantly [11]. Glomb and Tews, in their study to develop a level of measurement for emotional labor,
found a significant and positive relation between surface acting and emotional exhaustion [21].
Mikolajczak, Menil and Luminet (2007), reached the result that surface acting affects job burnout
negatively and significantly, and that deep acting affects job burnout positively and significantly.

In studies on the relation between emotional labor and intention to turnover, Karatepe and
Aleshinloye (2009), in their research on hotel employees, indicates that affective disharmony and
emotional exhaustion influence intention to turnover positively and significantly, and that emotional
exhaustion has a partially mediation effect on the effect of affective disharmony on intention to turnover.
Goodwin, Groth and Frenkel (2011), in their research in which they examine the relation between
emotional labor, job performance and intention to turnover, suggest that deep acting affects job burnout
and intention to turnover positively and significantly, and that surface acting affects emotional exhaustion
positively and significantly [22].

Wong and Wang indicate that emotional behaviors of tour leaders affect their interactions with
tourist and their ability of problem solving [58]. Giirsoy, Boylu and Avci, in their study on trainees, found
that emotional labor affects job satisfaction negatively and significantly [24].

Conclusion. First and important impression of customers regarding service quality is constituted of
behaviors displayed by employees who provide service. Therefore, examining levels and dimensions of
emotional labor is significant for companies in order to create advantage in competition by guaranteing
efficiency in recruitment in human resources management and employing right person in right area.
Labor-intensivity, customer centricity and high level of rates of employee turnover makes human
resources management more important for businesses. In this framework, success of companies which aim
to become successful in service sector can be ensured by recruiting workers who tend to display emotional
labor and by not employing ones who do not. Whereas knowledge and skills are learned through
experiences, emotions are not learned or cannot be changed. Additionally, employees who tend to display
emotional labor do not encounter with negative situations such as alienation, physical or emotional stress
when business asks for cheerful and sincere behavior [5], [39].

This research was conducted in order to introduce travel agency personnels’ level of emotional
labor, level of job burnout and intention to turnover, and the relation between them.

In another research, any difference in dimensions of emotional labor was not found regarding
employees’ demographical characteristics such as their age, educational background, seniority, marital
status and total working hours. [51]. In researches conducted, results on the effect of working hours on
deep acting are obtained [37], [55]. According to the results of researches mentioned, increase in working
hours increases employees’ tendency to display deep acting.
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Appendix:

Emotional Labor Confirmatory Factor
Analysis Intention to Turnover Confirmatory
Factor Analysis
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The topic of article is bilateral economical and foreign trade relations between Turkey, which has
started to apply outward-oriented economic policies since globalization and Moldova, which has done
market transition after breaking up with the Soviet Union. Within this frame, the subject of article has
been searched in depth as follows: general overview of Turkey’s economic relations, overall picture of
Moldovan-Turkish relations, short exposition of Moldovan economy and bilateral economic and foreign
trade relations of Moldova and Turkey. The topic of article is a current issue. Because Moldova, which is
closed to Turkey in terms of geography, culture and history always has been an attractive country
politico-economically for Turkey since its independence. Bilateral economic relations starting with shuttle
trade have formalized and further developed and Turkey became as one of top ten biggest economic and
trade partner of Moldova. On this basis, the aim of study is to elucidate foreign trade of Turkey with
Moldova and to compare performances of Turkey by years and by other countries, which have remarkable
domination in Moldovan market. Within this scope, bilateral trade volume of Moldova and Turkey has
increased year by year considering the past decade, which makes Turkey as the 7" largest import and 8"
export partner of Moldova. Turkey aims to be one of the first three biggest economic partner of Moldova
after entry into force of Free Trade Agreement (FTA), which was signed by both countries in 2014 to
increase foreign trade volume up to 1 billion US dollars.

Key words: agreement, economy, export, foreign trade, import, Moldova, Turkey.

Subiectul articolului abordeaza relatiile bilaterale comerciale si economice dintre Turcia, care a
inceput sa aplice politici economice orientate spre exterior la globalizare, si Moldova, care a ficut
tranzitia pe piatd dupd destramarea Uniunii Sovietice. Tn acest aspect, subiectul articolului a fost cercetat
in profunzime, dupd cum urmeazd: privire generala a relatiilor economice ale Turciei, imaginea de
ansamblu a relatiilor moldo-turcesti, expunerea succinta privind economia Republicii Moldova si a
relatiilor comerciale economice si externe bilaterale ale Republicii Moldova si Turcia. Subiectul
articolului reprezinta o problema curentd. Republica Moldova, in ceea ce priveste geografia, cultura si
istoria, a fost intotdeauna o tard atractiva politico-economica pentru Turcia, incepand cu proclamarea
independentei sale. Turcia a devenit unul dintre cel mai mare din topul celor zece parteneri economici si
comerciali ai Republicii Moldova. Pe aceastd bazd, obiectivul de studiu este de a elucida comertul
exterior din Turcia cu Moldova si pentru a compara performantele Turciei, precum si cu alte tari, care au
dominatie remarcabild pe piata moldoveneascd. In cadrul acestui domeniu de aplicare, volumul
schimburilor comerciale bilaterale ale Moldovei si Turciei a crescut an de an, avand in vedere ultimul
deceniu, ceea ce face ca Turcia sa fie al 7-lea cel mai mare partener de import si al 8-lea partener de
export pentru Moldova. Turcia isi propune sa fie unul dintre primii trei cei mai mari parteneri economici
ai Republicii Moldova dupd intrarea in vigoare a Acordului de Liber Schimb (ALS), care a fost semnat de
ambele tari in anul 2014 pentru a spori volumul comertului exterior pana la 1 miliard de dolari SUA.

Cuvinte-cheie: acord, economie, export, comert exterior, import, Republica Moldova, Turcia.

B cmamve paccmampusaiomcest skoHOMUYeCKUe U 6HeUHemop2ogvle omuouleHust mexcoy Typyuel, 8
pe3yiomame  2n00aAnU3AYUU  HAYABWIEU NPUMEHAMb GHEWHIO HANPABIEHHOCb HKOHOMUYECKOU
noaumuxuy, u Moadogou, komopas nocie pacnada Cogemckozo Coio3a cogepuiuna nepexoo K poiHKY.
Monoosa, co 8pemenu ee He3a8UCUMOCTU, 8 2e02PAPUUECKOM, KYALIMYPHOM U UCHOPUYECKOM NIAHAX,

! © Bestenigar KARA, bestenigar.kara.1989@gmail.com
2 © Alexandru GRIBINCEA, agribincea@mail.ru
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6cezoa Ovlia npusnekamenvHol cmpanou o0as Typyuu ¢ ROAUMUKO-IKOHOMUHECKOU MOYKU 3PEeHUs.
Jleycmoponnue sKonoMuyecKue OMHOWEHUS, HAYUHAIOWUECS C YeTHOYHOU MOP206aU, NOAYYUIU
Oanvreliwee pazsumue: Typyus eowna 8 nepeyio O0eciamKy IKOHOMUUECKUX MOP206biX NAPMHEPOs
Monooswt. Tlocrne ecmynienus 6 cuny coanauienus o c8o600Hou mopeosie (PTA), noonucannoe obeumu
cmpanamu 8 2014 200y, Typyus cmpemumcs 3aHAmMb Mecmo 6 Nepeoll mpolKe KPYNHewuux
dKOHOMUYECKUX napmHepos Moadosbl, ymoobbl yeenuuums 00vem eHeultell mopeosiu 00 1 Mapo 0o11apos
CLIA.

Kntouesvle cnosa: coenawierue, 3KOHOMUKA, KCHOPM, SHEWHsAs mMopeoens, umnopm, Mondosa,
Typyus.

JEL Classification: F15; F53; F55; F59; 013; Q17.

The methodology of research. Literature research, historical method, comparison method
and statistical method have been used for analyse.

Literature research. Literature research has been done as a first step after subject identification of
aformentioned article. In this context several reports, news, articles, statistics and web-sites of public
authorities were examined through internet access.

Historical method. Historical method has been used to make evident the historical development
process of Moldovan and Turkish economy within a fixed time. In this context we can see,
that Turkey has amended its economy from import-substituting policies to outward-oriented economy
policies and has started to establish trade relations and has entered into integration process as a result of
globalization. By this means Turkey achieved to appear at international arena through several economic
cooperations and agreements. As a positive result of this evolution, Turkish foreign trade indicators
showed remarkable changes.

On the other hand, Moldova was under domination of the Soviet Union in the beginning of
globalization trend — 1980s. Its economy depended on central socialistic planning® of the Soviet Union.
Then Moldova transferred to free market economy after breaking up with the Soviet Union. Its economy is
weaker than its neighbour countries, but it is recovering. Moldova involved to EU integration policies
after the full-membership of Romania and gained trade advantages through these policies and financial
supports from EU. The significant increase in Moldova’s economy was seen in 2013 with 8.9% growth in
national income.

Comparison method. Comparison method has been utilized to reveal the problems in bilateral
foreign trade relations between Turkey and Moldova. In this context despite bilateral foreign trade
increased year by year, it did not reach to desired level. Bilateral foreign trade volume particularly is
approximately at the same level over past two years. The significant increase in bilateral foreign trade
volume was seen in 2011, when it remained from 259 million US dollars to 454 million US dollars. It
further increased to 534 million US dollars in 2014 by comparison with 2011.

Otherwise, even if Turkey is the 7th largest import partner and 8th largest export partner of
Moldova, its market share is small in comparison with other trade partners of Moldova. The largest trade
partner of Moldova is EU, particularly Germany, Italy and Romania. Russia has also a remarkable market
share in Moldova.

Statistical method. Statistical method has been used to create tables and to account amount changes.

Introduction. Achievement is essential to turn upside-down competition, which is a product of free
market economy accompanied by globalization. That’s why states, which desire to secure economies,
prefered cooperation with other states, that have stronger economies instead of competition in such a
world order. In this scope, several agreements have been signed and various cooperations or integrations
have been constituted in both economic and trading spheres.

Turkey as a developing and being up to date country has entered to several economic integrations or
cooperations and has put signature to bilateral trade agreements with many countries. One of them is

! Agriculture was the predominant occupation in the Soviet Union before the massive industrialization under
Joseph Stalin. That’s why Moldova had an important place at agricultural production of the Soviet Union due to
its rich soils.
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Moldova, which is known as “Agricultural land” by virtue of bening soils that rose from the “ashes” in
1991 after its declaration of independence. Turkey was one of the first countries recognizing the
independence of the Republic of Moldova and established diplomatical relations with it on February 3,
1992. By this means bilateral politico-economical relations between Turkey and Moldova have developed
expeditiously since then.

When viewed from economical aspect there are several important agreements for Turkey to
constitute and develope the legal infrastructure of bilateral economic relations. Both Moldova and Turkey
were signed these agreements. Additionally when considered bilateral foreign trade from material point of
view, bilateral foreign trade volume almost has increased quituple over the past decade, yet it hasn’t
reached to desired level. The reason is that Turkey’s share in Moldovan market is small comparing with
EU and CIS countries. The benefits of FTA signed by Moldova and Turkey can promote to extend market
share of Turkey and can increase bilateral foreign trade volume.

Besides Moldova always has been an attractive country in terms of investment by Turkish
enterpreneurs since its independence. Within this scope Turkey is Moldova’s 10th biggest economic
partner with amount of 23 million US dollars of foreign investment, however Turkish-capitalized
companies existing in Moldova, have employed 4500 Moldovan in total.

The year of 2014 was active for both Turkey and Moldova. Namely FTA was signed and the
Liberalization of Visa Regime entered into force in 2014. By this means either number of tourists visiting
Moldova and Turkey or number of business travels will increase and this situation contributes inflow of
foreign currency to both sides.

Turkey’s economic integrations and agreements

Economic developments seen in the World have been continuing at top speed from past to present.
In this context, owing to increasing World trade volume and competition, marketshare strengthening
efforts of states and companies paralelly increase. Achievement at international arena became as an
unavoidable factor to survive and stand at such a strong competition environment. That is why developed
or developing countries, which aimed to get out of this situation without loss or minimum loss, have
started to attach more importance to their economic securities. Particularly since 1980’s with fast-growing
globalization process, states have gone to cooperation and integration way in the direction of mutual
benefits to avoid from competition and competitior countries and to expedite integration process with the
World. In this way, organisations have been established and bilateral or multilateral trade agreements have
been signed within the frame of integration.

As many developing countries Turkey also has stopped import-substituting economy policies to
boost its capital movement to international level since the beginning of globalization trend with
developing technology. Then it has begun then has begun outward-oriented economy policies to improve
its economy and it has started to establish trade relations and has entered into integration process. Within
this frame Turkey is member of organisations and cooperations towards economic integrations such as
World Trade Organisation (WTO), Developing Eight (D-8), Economic Cooperation Organisation (ECO),
Organisation for Economic Cooperation and Development (OECD), Black Sea Economic Cooperation
Organisation (BSEC), International Monetary Fund (IMF) and World Bank (WB). Besides bilateral
economic relations also have importance for development of Turkish foreign trade. In this context Double
Taxatation Avoidence Agreement (DTAA), Agreement on Promotion and Mutual Protection of
Investments (APMPI), Joint Economic Committee (JEC), Free Trade Agreement (FTA) play very
important role in constitution and development of legal infrastructure of bilateral economic relations.

Turkey has signed with 79 countries DTAA, 69 countries APMPI and FTA® with 34 countries until
today. However JEC exists with 65 countries. Turkey was continuing its cooperation relations with
totalitarian regimes and developing countries through JEC. Then JEC countries did market transition and
Turkey’s relations with these countries slided to private sector. That’s why these committees’ importance
gradually has fallen and majority of them aren’t effective today [2].

! Turkey signed FTA with 11 countries of Central and Eastern Europe. Agreements were abolished due to
European Union membership of these countries. Turkey joined to European Union Customs Union on
1 January 1996. That’s why Turkey performs trade and foreign direct invesment (FDI) relations with
aforementioned 11 countries through European Union Customs Union.
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Aforesaid integrations and agreements of Turkey reflected on parameters as foreign trade volume,
foreign direct investment (FDI) and direct investment abroad (DIA). According to datas of Turkish
Statistical Institute amount of Turkish foreign trade volume was approximately 42 billion US dollars in
1994 and it increased almost ten times and reached to 400 billion US dollars. However FDI inflow was
19.6 billion US dollars between the years of 1975 and 2004. This amount increased more than eightfold
and reached to 144.3 billion US dollars between the years of 2005-2014 [4], [9]. In addition amount of
DIA was 1.823 billion US dollars in 2010 and it reached to 2.5 billion US dollars in 2011 and to
4.3 billion US dollars in 2012. Due to Global Financial Crisis amount of DIA fell to 3.226 billion US
dollars in 2013, even so it reached to 5 billion US dollars in 2014 [14].

Factors such as geographical closeness, common history, political situation, infrastructure,
adaptation process to free market economy, communication, promotion play important role for further
development of economic integration and bilateral trade relations in Turkish economy, which dynamised
and opened up to the World. For example Middle East countries can’t concentrate on their economies
sufficiently due to political conflicts. As a result of this, investments remain incapable, correspondingly
they have payment difficulties and their imports remain limited. Accordingly, Middle East countries have
structural problems in economical context. Bilateral trade volume couldn’t reach to desired level between
Turkey and countries of this region, despite Turkey wants to develope its relations with Middle East, as it
wants with other regions. Besides Gulf countries have stronger economies than Middle East countries.
But these states are in cooperation with Western countries, which have advanced economies. That’s why
Turkish entrepreneurship and Turkish companies weren’t known sufficiently, as a result access to market
was limited.

When we look at countries of Central Asia, we can say that they have adaptation problem in
transition process from communism to democracy, from collectivist economy to free market economy
after the collapse of Soviet Union. They have had difficulties in this environment, where exists production
downturn, paralelly decrease of trade, irregular movements of money and appearance of clearing and
settlement systems. That’s why Central Asian countries couldn’t constitute a rational economy and they
couldn’t sufficiently provide public order. Turkey is a democratic and secularistic country that adopted
market economy. That’s why some countries showed Turkey as an example and they qualified Turkey as a
model for Central Asian countries. Turkey has supported aforementioned countries, which are close in
historical and cultural context. Turkey could have done cooperation with these countries in many spheres
like energy, agriculture, mining industry, trade and tourism. But unsettled economies, problems at
transition process, inabilities of financing and problems caused by infrastructure deficiencies prevent full
foreign trade between Turkey and these countries.

Turkey’s foreign trade relations with Africa except several countries (Libya, Algeria, Morocco,
Tunisia and Egypt) haven’t reached to desired level until today. Communication deficiencies, domestic
political instabilities and staying out of Turkey’s natural point of interest are main negative effectors of
foreign trade between Turkey and African countries, despite geographical closeness and common cultural
history. That’s why bilateral trade couldn’t have reached exactly to desired level. Turkey is seen as a gate,
opening to Middle East, Central Asia and Europe by Sub-contitent and Asia-Pacific countries. In this sense
they recently have begun to search spheres and opportunities for economic cooperation with Turkey. In spite
of Turkey’s positive image, foreign trade level couldn’t have reached to desired level yet. The source of this
problem is geographical closeness, namely this region stays out of Turkey’s sphere of influence.

Turkey exists on route of access to the Balkans. Development of trade relations with this region is
important for Turkey in economical and political context. If Turkey provides economic growth and joins
to integrations constituted by West like European Union (EU), either Turkey or region countries will gain
favor. Turkish bilateral trade relations are quite good notably with Romania and Bulgaria
fromaforementioned region, which is geographically close. Turkey is one of ten biggest investor countries
in both countries. Turkey’s volume of foreign trade have reached to 1.633 billion US dollars through
FTAs signed with region countries and this amount will increase more and more as expected.

Turkey is a transcontinental Eurasian country. European countries which includes 3%. Turkey’s
trade relations with European Union (EU) developes with “win-win” strategy toward mutual benefits.
Turkey has EU candidate status, which officially joined to EU Customs Union on 1% January 1996. By
means of EU Customs Union foreign trade relations between them deeply developed. Turkey is the 7™
biggest importer and the 5™ biggest exporter of EU today [12].
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Developing relations with the Republic of Moldova

Considering trade agreements and integrations, Turkey has entered to cooperation with many
countries, which will be continued. In this context one of these countries is the Republic of Moldova®,
which isn’t so far to Turkey in terms of culture, history and geography (See Map 1).

BELARUS

RUSSIA

M GECRGIA

SYRIA

Map 1. Geopolitical location of Moldova an B
Source: Stratfor Global Intelligence, 2010, www.stratfor.com

The capital of Moldova is Chisinau, which is far to Istanbul approximately 616 miles
(992 Kkilometres). Moldova is an ex-Soviet Union country, that proclaimed its independence
on 27" August, 1991. Turkey recognised its independence on December, 1991. The bilateral diplomatical
relations of two countries has been continuing since February 3, 1992, which has been progressing further.
The Agreement on Friendship and Cooperation, which counts as a judical basis of two countries’ relations
was signed in 1994 by President of Turkey of period Suleyman Demirel?, when he visited Moldova. In
addition to this, Turkey gives particular importance on relations with Gagauzia, where live Gagauzians,
who are Turkish society and believe in Orthodox Christianity. Gagavuzians as known as Ghuzz Turks are
living in autonomus region named “Gagauzia”, where is depended to Moldova. Particular attention of
Turkey to Gagauzia also helps to strengthen Moldova-Turkey relations [op. cit.]. According to forecasts,
approximately 250-300 thousand of Gagavuzians live today. 167.500 of them live in Gagauzian
Autonomus Region of Moldova, 32 thousand of them live in Ucraine, 30 thousand of them live in Greece,
3 thousand of them live in Bulgaria, 1.500 of them live in Romania and 15 thousand of them live in
Turkey. According to datas of 2002 a thousand of Gagauzian live in Kazahstan [5].

Moldova becomes strong. Moldova transferred to free market economy after the collapse of Soviet
Union. The big picture of Moldovan economy is weaker, comparing its neighbours. The biggest
deficiency of its economy is energy dependency. Moldova imports almost whole energy sources. Russia
mostly provides them. Energy dependency of Moldova to Russia increases its foreign trade deficit.
National income fell 6% by virtue of The Global Financial Crisis in 2008. Another strike to Moldovan
economy came from Russia due to political reasons. In this sense Russia increased twice natural gas prices
and imposed embargo to wine and another agricultural products of Moldova, which has suitable soil and
climatic conditions in agriculture.

Moldova involved to EU integration policies after the full-membership of neighbour Romania and it
gained trade advantages through these policies. Besides IMF’s help with amount of 574 million US dollars
under “The authorities” program for 2010-2012 and increasing numbers of export to Russia put a smile on

! Moldova, which is known historically as “Basarabia” and locates between two rivers the Prut and the Dniestr
entered into the domination of the Ottoman Empire in 16™ century. Moldova had depended as “Bogdan State” to
the Ottoman Empire for 300 years until the Treaty of Bucharest of 1812. In accordance with the Treaty of
Bucharest of 1812 Moldova entered into the domination of the Russian Empire.

2 The 9th president of the Republic of Turkey Suleyman Demirel died on 17th June, 2015.
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Moldova’s face in terms of economy. The significant increase in Moldova’s national income was seen in 2013
with 8.9% economic growth thanks to fast developments of agriculture sector and consumer expenditures [10].

Turkey’s market share is small

Moldova has done market transition and has started to open to the world after the dissolution of the
Soviet Union as mentioned above. In this context, Turkey immediately has initiated to Moldova market
and has become one of the most important trade partner of Moldova. Turkey has entered to Moldova with
shuttle trade at the beginning. Then mutual fairs participation and business travels have led to gain
momentum of economic relations. Today Turkey is the 8th biggest export partner of Moldova with 4.5%
share after Romania, Russia, Italy, Germany, Belarus, Ukraine and the UK, however Turkey
is the 7" largest import partner of Moldova with 5.7% share after Romania, Russia, Ukraine, China,
Germany and Italy according to datas of Central Intelligence Agency (CIA) World Factbook of 2014.

Considering bilateral trade and economic relations between Turkey and *“agricultural land”
Moldova, the desired increase could not have been captured in spite of momentum in 2013. Namely
bilateral trade volume was 359.4 million US dollars in 2012, which increased to 537.3 million US dollars
and stayed at 533.7 million US dollars with a small decrease (See Table 1).

Table 1
Foreign trade indicators between Turkey and Moldova by years
Year _E_xport _Ir_nport Bilatera_l '_rrade Volume Bilatera_l '_rrade Balance
(Million US $) (Million US $) (Million US $) (Million US $)
2005 81.11 31.45 112.56 49.66
2006 107.38 31.41 138.79 75.97
2007 145.75 52.88 198.63 92.87
2008 198.47 69.53 268 128.94
2009 117.77 86.52 204.29 31.25
2010 148.21 110.73 258.94 37.48
2011 208.95 244.48 453.4 -35.6
2012 224.3 135.0 359.4 89.3
2013 276.3 260.9 537.3 15.3
2014 286.8 246.9 533.7 39.9

Source: Ministry of Economy of the Republic of Turkey, 2015, www.ekonomi.gov.tr

Bilateral trade volume between Turkey and Moldova is 213 million US dollars in January-July period of

2015. This amount is lower 31.1 million US dollars comparing the same period of 2014 (See Table 2). In this
context Turkey created 5.8% share in total export of Moldova and it created 5.11% share in total import of
Moldova on January-July period of 2014. But balances have changed at the same period in 2015. Namely

Turkey’s total market share in export to Moldova fell to 3.2% and it reached to 7.5% in import from Moldova.

Table 2

Foreign Trade Indicators of Moldova and Turkey between January and July

Year Export Import Bilateral Foreign Trade | Bilateral Foreign Trade
(Million $) (Million $) Volume (Million $) Balance (Million $)

2014 70.3 173.8 244.1 -10.3

2015 37 176 213 -13.9

Source: National Bureau of Statistics of the Republic of Moldova, 2015, www.statistica.md

Moldova’s general total amount of export is 1.3 billion US dollars and import is 2.9 billion US
dollars in January-July period of 2015. Comparing same period of 2014, export to Moldova decreased
15.9% and import decreased 22.3%.

Why is Turkey’s market share small? Answer is simple: by virtue of EU and Commonwealth of
Independent States (CIS). Bilateral foreign trade between Moldova and EU and between Moldova and CIS are
more than Turkey’s. Additionally bilateral trade between Moldova and EU has increased more in January-July
period of 2015 than the same period of 2014, concordantly it decreased with CIS and other countries more than
the same period of 2014. Still CIS countries have a respectable share at market of Moldova in 2015.

The biggest trade partner of Moldova from CIS countries is Russia. The biggest trade partners of
Moldova from EU countries are Italy, Germany and Romania [7].
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Turkey’s export to Moldova mostly consists of textile and off-the-self products, vegetables (tomato,
cucumber) and citrus fruits, knitted fabrics, cleaning products like toilet paper and kitchen paper,
pharmacy products, aluminium rod and aluminium/plastic shapes, synthetic fiber yarns, construction
products and car/bus products. Turkey’s import from Moldova mostly consists of sunflower seed, oilseed
rape, steel/iron trashes and scraps, wheat, raw/crude hide, cereals and carpets [11].

Turkey attaches importance as well as Moldova to bilateral economic relations to develope its
foreign trade as aforementioned. The most important agreements, which constitute and develope legal
infrastructure of Turkish economic relations are DTAA, APMPI and FTAs. In this context all these
agreements were signed by Turkey and Moldova®. In addition to this, they also signed Bilateral Trade and
Economic Cooperation Agreement, Agreement on Cooperation and Mutual Assistance in Customs
Matters, International Road Transport Agreement and Agreement on Cooperation in Industrial Area and
Scientific and Technological Cooperation Agreement.

Considering development-oriented integrations right along with aforementioned trade agreements,
both countries are members of WTO, IMF and World Bank. Besides Moldova is a member of BSEC,
which was founded by Turkey.

Moldova, which has signed with 35 different countries APMPI including Turkey has strengthened
fighting against corruption and has made arrangements on legal infrastructure particularly in recent years.
Within this frame Moldova made reforms to create an advantageous clime for foreign investors and it has
begun to take measures for foreign companies for utilization from same advantages of local companies [9].

Turkish companies provide employment

Within this frame, Moldova always has been an attractive country for Turkish investors since the
declaration of its independence. As of today, the number of Turkish-capitalized companies registered to
Moldova Chamber of Commerce is over a thousand. But approximately 120 of these companies operate
actively. Additionally Turkey is Moldova’s 10th biggest economic partner considering the amount of
foreign investments that reached to 23 million US dollars. Besides capital outflow from Turkey to
Moldova is approximately 11.6 million US dollars.

Priority sectors of Turkish companies based in Moldova are food, drink, telecommunication,
garment industry, tourism, ceramic, medicine, construction, transportation and restaurant management.
Within this scope leading companies as Leogrand, Moldcell, Asena Textile, Nefis, Infinity, Ece Bath
Companies, Medpark Hospital, Acibadem Hospital and SUMMA etc. have made investments with high
amount in Moldova. Besides lots of Turkish-capitalized tourism agencies exist in Moldova.

Tourism is a contributory factor for economic growth of Moldova as well as for every country.
In this context liberalization of visa regime?, which has begun since 1% June 2014 is a subsidiary
motivation to increase number of Turkish investors and tourists to Moldova [3]. Approximately 58
thousand of Moldovan tourists visit Turkey every year, notably through abovementioned tourism agencies.
The number of Moldovan tourists visiting Turkey reached to 63.500 in 2014, which was above
average [6]. In the same year the total number of tourists visiting Moldova is 283 thousand. In this sense
the number of Turkish tourists visiting Moldova was 10.754 [8, 26]. Under favour of agreement on visa
liberalization regime between Moldova and other countries, including Turkey the total number of tourists
visiting Moldova increased 4.2 percent [5].

When examining employment between Turkey and Moldova, Turkey has employer status
considering either Turkish investments and Turkish companies in Moldova or the number of Moldovans
going to Turkey for employment. Turkish companies in Moldova have provided employment in total to
4500 Moldovan, 2 thousand of them were in Gagauzia. Additionally according to datas of the Ministry of
Labour and Social Security of the Republic of Turkey, 6391 Moldovan people had applied for work

! Moldova-Turkey FTA was signed on 11% September 2014. The negotiations of this FTA was continuing
since 2011. Aforementioned FTA is the 1% FTA, existed in non-EU Eastern Europe. According to agreement,
opportunity for entrance to association state will be provided to 89% of Moldovan import and 69% of Moldovan
export. Both states aimed to increase volume of foreign trade to 1 billion US dollars and Turkey aims to be one of
the first three largest trade partner of Moldova.

% The Agreement on Liberalization of Visa Regime were signed by Moldova and Turkey on 1st November 2012 in
Ankara, that entered into force on 1% January 2014.
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permit to Turkey, who were mostly women in 2011-2014 period. Within this frame Moldova is the 6" of
the 10 countries, which applied most for work permit to Turkey [1].

Conclusion

Bilateral trade volume of Turkey and Moldova couldn’t have reached to desired level, despite it has
increased year after year. One of the most important reason of this trouble is small market share of Turkey
in Moldova. Because Moldova’s bilateral foreign trade with EU, notably with Germany, Italy and
Romania and with CIS, notably with Russia is larger than Turkey. Even so, Turkey is the 8th largest
export partner and 7th biggest import partner of Moldova, that led to Turkey being one of top 10 largest
trade partner. In this context, Turkey aims to be one of the first three largest economic partners of
Moldova and both Turkey and Moldova aim to increase bilateral trade volume up to one billion US dollars
in future, through the instrument of FTA signed by them in 2014.

In terms of investment Moldova always has been an attractive country for Turkish entrepreneurs
since its independence. Turkey is Moldova’s 10" biggest economic partner with amount of 23 million US
dollars of foreign investments in Moldova. Besides 120 Turkish-capitalized companies are operating
actively in Moldova today. Considering Turkish companies in Moldova and Moldovan labours in Turkey,
Turkey has employer status. Turkish companies in Moldova provided employment to 4500 Moldovan,
2000 of them are in Gagauzia. Otherwise 6391 Moldovan notably women have applied to Turkey for work
permit in 2011-2014 period. In this context Moldova is one of top ten most applied countries for work-
permit to Turkey.

Apart from that liberalization of visa regime entered into force in 2014, signed by Moldova and
Turkey in 2012. According to expectations both number of tourists visiting Moldova and Turkey and
number of business travels to both countries will increase. This situation will contribute to increase of
foreign trade, investment and inflow of foreign currency either to Moldova or to Turkey.
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Novelty of this article is determined by the importance and impact that international donors have on
economic activity of Romania. The main purpose of the article is the theoretical foundation in the
development of methods to streamline the functioning of the Romanian economy under international
funding; for this purpose, the following methods have been used: grouping, categorization, methods of
analysis, synthesis, extrapolation complex treatment processes economic. The main scientific results
obtained in this article, result of research consists of all problems solved, and also the conceptual and
practical concept attracted international financing to develop the economy, arguing its role and
effectiveness in transforming the economy into one innovative.

Key words: financial funds attracted, international financial operations, foreign direct investment,
effects, economic growth, impact, contributions.

Actualitatea prezentului articol este determinata de importanta si impactul pe care il au finantdarile
internationale asupra activitatii economice a Romdaniei. Scopul principal al studiului consta in
fundamentarea teoreticd, in elaborarea metodelor de eficientizare a functionarii economiei Romaniei
in baza finantarilor internationale, fiind utilizate urmdtoarele metode: gruparea, tipologizarea, metodele
de analiza, sintezd, de extrapolare, de tratare complexa a proceselor economice. Principalele rezultate
stiintifice obtinute, ca urmare a cercetarii, rezida in totalitatea problemelor solutionate si, totodata, in
generalizarea conceptual-practica a conceptului de finantare internationald atrasd in vederea dezvoltarii
economiel, argumentdnd rolul si eficienta acestuia in transformarea economiei in una inovationald.

Cuvinte-cheie: fonduri financiare atrase, operatiuni financiare internationale, investitii strdine
directe, efecte, crestere economicad, impact, contributii.

AxmyanvHocmy OAHHOU CMAMbU ONpeoensiemcs 3Ha4eHuem U GIusHueM KOomopoe OKd3vleaem
6HewHee uHancuposanue Ha dKoHOMUYecKoe pazeumue Pymvinuu. OcHo6Has yenb OaHHOU CMambu
A6NAeMcsi  meopemuueckoe  000CHOGaHUe OnpedeneHus Memooos Nogvluienss 3pexmusrocmu
DYHKYUOHUPOBAHUSL DKOHOMUKU PyMblHUU 8 PAMKAX MeNCOYHAPOOHO20 QUHAHCUPOBAHUS, UCTIOAb3YS 8
IMUX Yenax creoyrowue Memoobl: ZpPYNRUPOSKU, KAMe20pusayuu, Memoosbl aHAIU3d, CUHmesd,
IKCMPANOIAYUUONA KOMNILEKCHO20 PACCMOMPEHUs CNONHCHLIX IKOHOMU4eckux npoyeccos. OcHOBHbie
Hayy4Hble NON0JHCEHUs, NPeOCMAasienHble 8 CIambve, 8 pe3yibmamy nPo8edeHH020 UCCIe008AHUS UCXOO0SAM
U3 KOMNIEKCA PACCMOMPEHHbIX Npobiem U, OOHOBPEMEHHO U3 00wel KOHYenmyaibHO-nPaKmuyecKkol
Xapakmepucomrky KOHYEeNnYuu MedCOKHaApOOH020 (QUHAHCUPOBAHUS 8 YETSAX IKOHOMUUECKO20 DPAa36umus,
apeymenmupysi eé poiv u ghhexmusroe elusHue 8 MpPaAHCHOPMUPOBAHUU IKOHOMUKU HA UHHOBAYUOHHBIL
nymo pazeumusl.

Knroueevle cnosa: @unancogvie cpeocmeaq, NPUGIEHeHHble, MeNCOVHAPOOHble (DUHAHCOBbIE
onepayuu, npsimvle UHOCMPAHHbLE UHEECTIUYUL, dDPEKMUBHOCIb, IKOHOMULECKULL POCI, GTUSIHUE, 83HOCOB.

JEL Classification: E2; F2; F5.

Introduction. Funding can get different aspects as how to make available funds. Because the donor
has to be ensured in the use of the funds for designated and effective as anticipated funding is often
accompanied by some prerequisites for the beneficiary.
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Financing operations pass through the following stages:

a) first, shall be undertaken by the institutional framework of financial markets, action by
fundraising in their home markets. Here fall requests for funds to finance investment or placement of
securities, the imposition by international financial institutions turning levies or quotas of participation
(International Monetary Fund, World Bank), soliciting funds or aids, etc.

If you come accompanied attracted financial funds and amounts in national currency, financial
market creates a claim for such amounts for financial institutions providing funds and money market
showed signs are money;

b) in the second stage assessment phases appear attracted international funds. This is done by using
international currency made available on international monetary market, exchange rate using the
international standard. After this evaluation, financial fund value fluctuates along with the international
standard course. This fluctuation can be avoided through international agreements that provide discount
terms;

c) in the third stage, directing financial market makes monetised funds - international standard on
destinations; These objectives can be achieved in various fields of economic, financial, municipal,
cultural, military, applications received after the financial market. Such funds established in international
currency finally takes on a new form which specifies the action that will serve and benefit respectively;

d) the last stage are effected movements of funds to national economies they have requested.

International financial transactions are usually the following: direct international investment,
international funding for placement of securities of international financial aid, insurance and reinsurance,
contributions to international financial institutions [5].

Foreign investment is the component of the international flows that reflects the purpose entity (natural
or legal) resident in a country, to get interest (short or long) in an enterprise resident in another country.

International investment implies the existence of at least two undertakings, the trader and the trader
issuing receptor located in different national spaces.

According to the established investment issuer and receiver are two categories of international
investment: foreign direct investment (FDI) and foreign portfolio investment (ISP). From Historically,
foreign portfolio investments precede FDI.

Thus, unlike foreign portfolio investment, foreign direct investment “that shifts by the issuing
control and decision on receptor activity”.

If foreign direct investment interest of foreign investors and, consequently, its involvement
manifests itself in the long term, which excludes the possibility of carrying out activities if possible
speculative foreign portfolio investments.

Unlike ISP which represents outsourcing of financial assets (stocks and bonds), foreign direct
investment generates investment flow internalized that include both capital assets (tangible) and intangible
assets (knowledge management, marketing, know-how).

For the purpose of UNCTAD, collective investment funds (collective investment funds) include,
inter alia, private investment companies (private equity Firms) and various investment funds (mutual
funds and hedge funds).

A definition possible would be that “Foreign direct investment is a category of international
investment that reflects the purpose of an entity resident in a country (direct investor) to obtain a lasting
interest in an enterprise resident in another country (investment Direct)” [8].

Another definition would be: “FDI consist of the transfer of a package that contained industrial
capital, technologies, methods of industrial organization, management expertise, marketing knowledge,
etc., allowing the investor to exercise control over investment law”.

Foreign direct investment involves the internalization of tangible and intangible assets in the
following conditions:

» economic agents involved to be located in different national spaces, namely direct investor
(natural or legal) resident in the home, and direct investment is reflected in the host country or
the receiving country;

» investor to show interest in the long term;

» investor to exercise control over the assets in which the investment is made.

Most domestic and international authors and organizations deemed of FDI flows consist of [1]:

a) actions: participation in the capital of a new or existing companies, which involves creating,
expanding a company or purchase an existing business;
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b) loans intracompanie: include borrowed funds between direct investors and subsidiaries, branches

and associated companies;

c) reinvested earnings: those revenues it receives direct investor and not distributed as dividends or

income on which the branch has not remitted to the direct investor.

Direct investments depend on a number of factors such as:

» marginal cost of access to a foreign market must be lower than the marginal revenue obtained

from this operation;

» existence of conditions that make the production abroad would be less expensive than exporting

the same product;

» its production abroad is more profitable than exportation or sale of licenses.

From a conceptual standpoint, the positive macroeconomic implications relate mainly to the
following aspects [4]:

Support economic growth, which is performed differently depending on the form it takes foreign
direct investment. If an investment “empty place” (greenfield), economic growth is due to the creation of
new production capacity, additional jobs, the emergence of new consumer and taxpayer. If participation in
privatization, positive effects appear if activity of economic efficiency and increase competitiveness,
allowing long-term survival of the privatized enterprise.

Stimulate domestic investment, as local producers will be interested in increasing the efficiency and
improving the quality of outputs either to face competition due to the presence of foreign investors in the
sector in question, either to act as suppliers to foreign investors. In addition, local companies can gain
access to the distribution channels of the foreign investor, in which case they will be interested in
increasing production and quality of goods carried.

Supports restructuring and privatization, a matter which is of particular importance in the case of
Central and Eastern Europe, particularly for companies requiring large amounts of capital and the ability
to reorganize and streamline operations. Thus, foreign investors can contribute not only to the financial
resources necessary to privatization, to the extent that subsequently perform rapid investment in order to
improve business activity.

Increase investment capital due to foreign investors' access to external sources of capital. Where
local capital markets lack the financial resources to fund important projects, foreign investment can cover
this deficit as it is a direct source of foreign capital. This can have positive effects on the balance of
payments by financing the current account deficit.

Generate positive effects on the trade balance, if the investor directly produce primarily for export
or for the production for the domestic market substituting imports.

| support the state budget revenue growth due to new taxpayers in the host country’s economy. Even if
they are granted certain tax incentives, increase budget revenues due to higher receipts from payroll taxes.

Although foreign direct investment can generate a number of positive effects on the country
implantation is not ruled out the possibility of a negative impact both at macroeconomic and sectoral
levels [9], [10, p. 117-147]. Some of these adverse effects are inherent and manifests generally short, their
emergence is closely linked to the implementation of the investment and/or its effectiveness, for example:

The increase in imports reflected negatively on the trade balance, due to imports of machinery and
equipment financed by foreign investors, without which implementation of the investment would not be
possible. In the long term, to the extent that refurbishment activity translates into increased productivity
and competitiveness, it can record trade deficit decreased mainly when the foreign investor is driven
primarily by export or import substitution.

Rising unemployment due to the restructuring of privatized enterprises with fast efficient order of
business. Obviously, in this case, it can decrease the number of jobs in privatized enterprises. In our view,
long-term, this disadvantage is insignificant if the restructured enterprises benefit from increased
efficiency and competitiveness of business, in which case, the effects of training can generate new jobs
(through the development of activities upstream or downstream) [7].

Negative impact on the budget because, on the one hand, tax incentives granted to foreign investors
(political incentives) that the immediate effect of reducing revenues. On the other hand, increasing the
number of unemployed as a result of privatization and restructuring of state enterprises generate additional
budget expenditure, whereas the unemployed labor force of the restructured sectors is not immediately
absorbed activities under development. In the long term, as the investments mature, it can record an increase
in revenues to the state budget through taxes paid by new taxpayers (companies and employees) [6].
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Therefore, the impact of FDI on the host economy is different from country to country, depending
on the existing concrete economic, social and political and foreign capital penetration.

Bidirectional relationship between foreign direct investment and economic growth is due on the one
hand, their impact on the economic environment in each country and on the other hand, the positive
influences sustained and sustainable economic growth has on foreign capital flows receiver. According to
specialists, for a given country periods.

Strong economic growth are characterized by attracting significant flows of foreign direct investment.

Although Romania has experienced high rates of growth, it was not supported to the same extent by
foreign direct investment. In the year 2014 the share of FDI stock to GDP represented 24.2%, which is
below the European average EU-25 (31.7%).

Accordingly, in the context of globalization and economic integration materialized mainly in the
internationalization of production, foreign investments support growth in a more or less depending on
specific conditions in each country [2].

The effects of FDI on the balance of payments are numerous and sometimes contradictory, being
determined by a number of factors, among which the most important are: type of investment, economic
efficiency, scope, access to resources, transaction costs classics and interventions host country.

Analysis of the impact of FDI on the balance of payments should take into account both trade
flows (the trade balance) and “possible significant outflow of capital or diversion of flows from
other potential investors”. In this respect, the best example is the case of telephone company Romtelecom,
the privatization of which, the foreign investor was guaranteed monopoly on the market for a period
of five years, during which prices have increased significantly. These higher profits obtained as a result
of anti-competitive techniques can turn into outflows in the form of excessive salaries of expatriates
and high royalty fees, negatively affecting the balance of payments. For countries in transition
to a market economy, such situations are not unique if we have the concentration of FDI in oligopolistic
markets.

Another issue raised by the impact analysis of foreign direct investment is financing modality,
which directly affect the level of external private debt. The negative effects on the balance of payments
arise from foreign companies that borrow abroad and subsequently focuses on the rapid recovery of
investment through the use of fiscal evasion techniques (higher transfer prices or fees).

Another aspect of analyzing the impact of FDI on the balance of payments aimed at tracking the effects
generated by investment projects, as follows: in the first phase (the investment), capital inflows are recorded in
the financial account as a tool to balance the balance of payments by financing the current account deficit; in
the second phase (implementation of investment) due to massive imports made by foreign companies
(equipment, machinery, raw materials etc.) there is an adverse effect on the trade balance.

In the third phase (maturity investment) effects on the balance of payments, trade balance are
diversified respectively. Positive effects on the current account occur when profits are reinvested in the
host country and capital outflows in the form of interest and fees generated by the system of transfer
pricing administration are not significant.

Another aggregate effect of FDI is the budget, what impact can manifest itself in the form of
contributions both positive and negative. In essence, the experts consider that in a first phase a negative impact
on the budget and later with the development activities and creating new jobs, it becomes positive.

Positive and negative contributions to the budget:

a) Negative contributions:

The initial phase (implantation of investment):

— In budget revenues due to tax concessions granted to foreign investors (tax incentive policy);

— Additional budget expenditure, social, due to increased unemployment as a result of privatization and

restructuring of state enterprises.

Subsequent phase (maturity investment):

— Can reduce taxes paid to the host state using transfer pricing mechanism and other mechanisms.

b) Positive contributions (occurring only in the mature stage):

— Additional revenue to the state budget in taxes paid consisting of new contributors (employees and

businesses).

The quantity of the capital contribution of foreign direct investment inflows is expressed to the ratio of
FDI flows received and gross fixed capital formation (GFCF). Foreign investment supplement internal capital
be when done “the empty place” leading to the development of new activities or in case of change of ownership

Nr.3/2015



ECONOMIE §1 SOCIOLOGIE / ECONOMY AND SOCIOLOGY 71

(privatization or takeovers of firms) if the company so acquired would be closed or whether through the
investment foreign, are improved performance. Obviously, from this point of view, the impact of foreign
capital inflows is stronger for investment of “greenfield”.

One of the most important effects of FDI, felt directly by local consumers, is to reduce the prices of
goods and services with a positive impact on the standard of living of the native population. By entering
into the local economy to foreign companies drop prices as a result of widening competition.

Of course, if the foreign investor manages to capture the market and hold a monopoly position,
negative social and economic effects due to higher prices are good or service in order to obtain additional
earnings. One example is the privatization of Romtelecom Romanian telephony followed by a significant
increase in tariffs as a result of the monopoly position held by Greek investors and guaranteed by the
Romanian state for a period of 5 years.

Therefore, the net impact of FDI on the living standards of the local population is difficult to
guantify. If we consider only the issue of reducing prices is obvious that the standard of living is
improving as local consumers will benefit from the new prices lower and a greater diversity of products. If
it, however, in view of the more complex aspects, namely direct and indirect effects long term, the
situation is changing, as undesirable phenomena may occur in economically and socially. In other words,
higher living standards as a result of foreign direct investment aimed at the local market (market-seeking)
has a price consisted essentially in widening disparities between members of society.

FDI impact on employment. The effects of FDI on local labor force depend substantially on the
following factors: the size and type of investment; the mode of entry of the foreign investor; sphere;
companies investing strategy; specific conditions in the host country.

The size of the investment (the firm) affects the local workforce both quantitatively and
gualitatively. Quantitatively, transnational companies, though small in number (about 2% of the number of
companies with foreign capital) attract the bulk of the workforce (60% of employees of companies with
foreign capital) compared to small and medium investors prevailing number, but attract only a small
proportion of local employees (about 35%). In terms of quality, size and financial strength of the company
determines the extent to which it is involved in the preparation and training of its employees. This is the
main reason that the activities of “trening” are more numerous for large transnational companies (like the
mobile, financial companies etc.) than small and medium firms. At the same time, transhational
companies, due to competitive behavior and owned technologies generates more often, fewer jobs than
local firms of the same size.

Type of investment, namely its motivation, is another major determinant of FDI impact in human
resources. Thus, if foreign investment motivated by the low cost of labor (for intensive branches of
service) and/or quality of labor force characteristics of human resources indigenous significantly influence
the investment decision constitutes the main advantage of the location of the host country [10].

How to enter foreign investor influence the amount of the active population structure. Thus, the
investment of “greenfield” create new jobs with positive effects on employment. The situation is
completely different in the case of FDI attracted in the privatization process, since acquired businesses
faced generally by dramatic reductions in personnel as a result of restructuring activities, adversely
impacting the labor market. However, given that the foreign investor fails, by streamlining business to bail
out the company concerned long-term beneficial effects recorded due preservation of jobs.

The business scope of the company both quantitatively and qualitatively affect the local workforce.
Thus, depending on the type of products manufactured (intensive in labor, capital or knowledge) can
override one of the factors of production. If the predominant factor is labor, foreign direct investments
have a significant quantitative impact on employment.

The strategy investing firm has direct effects on the local workforce, quantitatively. Thus, where the
multinational company produce directly in the host country is much more significant impact than if they
just set up branches (networks) distribution. Note that in Romania, as in other central and eastern
European countries were adopted both strategies - direct production or distribution networks.

The effects of FDI on the restructuring. Transnational companies support economic restructuring
host country both directly and indirectly. Direct effects due to: introduction of new technologies and/or
upgrading existing ones, in their own interest; development of new activities; local suppliers in order to
stimulate vertical integration in the corporate system. The indirect impact is generated by increasing
competition between foreign and domestic firms. Thus, in order to compete with foreign manufacturers,
local companies are interested to restructure and modernize the work [3].
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Depending on the level at which the restructuring, the literature identifies the following types:

— Sectoral restructuring: the information revolution and is partly reflected in the restructuring of all
sectors of the economy, the trend being the increase in the share of services at the expense of
agriculture;

— Intra-sector restructuring: involves passing within each sector, the activities characterized by low
productivity (labor intensive) to highly productive activities, generating high value added,
knowledge-intensive and technology;

— Restructuring of the company: by using new, modern technology and development of high added
value generating activities.

The effects of FDI on technologization. Experts say that one of the most important contributions of

FDI is the technology transfer, returning a special role in this regard, transnational corporations. From the
point of view of the country, the technological transfer through FDI, has many advantages, among which
the most important are:

— Use of new technologies, the implementation of which involves improving the knowledge and
skills of workers;

— Diffusion of technology, knowledge and capabilities that benefit the businesses that ST enter
into business relations (suppliers, subcontractors, competitors), reflected on the cost and quality
of goods and services provided;

— Development of relations between ST and local institutions (research institutes, universities,
standardization and quality control, training centers);

— Stimulating competition and boosting domestic companies to focus their efforts on technologies
activity;

— Attracting employees by ST local firms it a dispersion of the technological and managerial
practices.

FDI and research and development (R&D). Developments in the past decade have shown that,
following the increasing international competitive pressures and rapid technological development, more
and more transnational companies increase their permanent research and development expenses to
maintain competitive advantages arising from technological innovation.

In essence, transnational companies that develop R&D abroad fall within the following categories:

a) ST pursuing the exploitation of assets (Assets exploiting) they are generally originating in
developed countries and its internationalized production for access to natural resources or cheap
labor, so lies in R&D in the background,;

b) ST aimed at enhancing assets (augmenting exploiting) are often originating in the economies of
developing and seeking that the achievement of FDI to gain access to capabilities for research
and local development (in order to increase competitiveness through technological innovation)
which is why at the heart of their R&D activities.

The role of FDI in the knowledge economy. Building the knowledge economy involves the
transition from “industrial approach” of the economy to “addressing information” whose main feature is
the speed of change.

Consequently, competition has turned fierce global “knowledge” the lifeblood of the economy, so to
survive, transnational companies are obliged to allocate significant resources to obtain knowledge.

The importance of knowledge in the new global economy was officially recognized at EU level
since the adoption of the Lisbon Agenda as a priority for Member States building the knowledge economy
to ensure increased competitiveness and sustained economic development.

The effects of FDI vary from country to country, depending on the existing concrete economic,
social and political penetration of foreign capital and the structure of FDI inflows.

Results and conclusions

We appreciate that foreign lending has both a positive and negative impact to the national economy.
On the one hand, positive, because in the foreground our country turn to foreign loans in order to balance
the balance of payments, which includes the policy of the National Bank of Romania, and on the other
hand, negative, since we can not Considered one effective as applying it currently has favorable effects,
but as time effects turns into an economic issue because further lead to rising external debt.

At the same time, foreign lending has a positive influence, where sources of funds raised would be
concentrated to the maximum value with investment in production, which could respectively cover the
interest on it, but thus in line with the policy, the sources are exhausted in the sphere of consumption,
which covers only the expenses incurred, but places no small profit.
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Actuality. Starting from the presentation of the main issues and trends in rural areas, as the
average development of the agricultural sector, it is necessary to reflect the conditions of implementation
of social insurance mechanism in this sector. Aim. Following the particularities accentuation of the
social insurance system in agricultural sector, with some parts of it, in terms of their evolution and
interdependence between economic and social plan, as well as attempts of reformation state’s social
insurance system. Methodology. Only emphasizing differences, similarities and interactions can be
highlighted mechanisms of a specific policy and evaluation of programs and directions of reform needed.
The comparative method has a practical significance because knowledge of development can offer clues
for adoption and implementation of future policies. In this context comparison method and dynamic
analysis are used. Results. The peculiarities of development of state social insurance system in the
agricultural sector are highlighted, both in terms of insurance fees applied, and also some considerations
(pensions).

Key words: state social insurance system, social security charges, social security contributions,
agricultural pension, subsidies.

Actualitatea. Pornind de la prezentarea principalelor probleme si tendinte din sectorul rural,
ca mediu de dezvoltare a sectorului agrar, se impune necesitatea reflectarii conditiilor de aplicare
ale mecanismului de asigurare sociala la nivelul sectorului respectiv. Scopul. Se urmareste accentuarea
particularitatilor sistemului de asigurare sociala in sectorul agrar, cu unele componente ale sale,
din perspectiva evolutiei acestora si interdependentele intre planul economic si social, dar si tentativele
de reformare ale sistemului asigurdarilor sociale de stat. Metode. Numai prin sublinierea diferentelor,
similitudinilor §i a interactiunilor se pot evidentia mecanismele unei anumite politici, dar si evaluarea
programelor i directiilor de reforma necesare. Metoda comparativa are 0 importanta practicd, deoarece
cunoagterea evolutiei poate oferi, puncte de reper pentru adoptarea si implementarea politicilor viitoare.
In acest context se utilizeazi metoda comparatiei si analiza dinamicd. Rezultate. Se evidentiazd
particularitatile evolutiei sistemului de asigurare sociald de stat in sectorul agrar atdat prin prisma
tarifelor de asigurare aplicate, car si prin prisma unor contraprestatii (pensii).

Cuvinte-cheie: sistem de asigurdri sociale de stat, tarifele asigurdrii sociale, contributii de
asigurari sociale, pensii agricole, subventii.

Axmyanvrnocmy. Hayunas ¢ usznodicenus ¢ 0CHOGHbIX NpoOiemM U MEHOeHYUL 8 CeNbCKOM CeKmope,
KOMOpblll  AGNAeMCsl  OCHOB0U Ol  pa36UMUsl  A2pApHO20 CEeKmopd, HNOAGNAemcss HeoOX00UMOCMb
ompasgcenus YCI08Ull peanu3ayuu MexaHusmMa COYUaIbHO20 CMpaxoeanus 6 >mou ompaciu. Llens
HANpaeieHa Ha gvloeneHue 0COOeHHOCMell CUCTEMbl COYUATTLHOZ0 CIPAX0B8AHUS 8 CETbCKOM X03Alicmae, ¢
HEKOMOPbIMU €20 YaCMAMU, C MOYKU 3PEeHUs UX PA38UMUS U B3AUMOCEA3U MeHCOY IKOHOMUYECKUMU U
COYUATIbHBIMU NIAHAMU, d MAKXHCe NONbIMOK PedopMUposams CUCHEM) 20CYOAPCMBEHHO20 COYUATbHOZO0
cmpaxosarust. Memoovl. TonvKko noOuepKusas pasiuyus, cxo0Cmea u 3aumo0etiCmaust MONCHO 8bl0eUMb
MeXanu3mMbl 0COOEHHOU NOTUMUKL, a4 MAKIICe OYEHKA NPOSPAMM U He0OX00UMble HANpAGIeHUs pedopmbl.
Cpasnumenvubvill Memoo umeem HPAKMuUYecKoe 3HaueHue, NOMOMY YMO 3HAHUE O pa3sumuu coObImull
Mozym obecneuums opueHmupbl 015 OyOywieco NPUHAMUS U peanu3ayuyu noaumuxy. B smom xonmexcme
HEeoOX00UMO UCNOTL30BAMb MEMOO CPABHeHUs. U ounamudeckull anamus. Pesynomamul. [looueprxusaemcs
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ocobernnocmu paseumus eocydapcmeeHHOZZ CUcmemsvl CoOyualbHOcO CMpaxoearnusl 6 aAcpapHomM CeKkmope,
KAaK ¢ mo4KU 3peHUs NPUMEHAEMbLX CIMPAX0B6blX 63HOCO6, A MAKIHCE 6blniamax (nechu).

Knrwueewie cnoesa. zocydapcmeeynaﬂ cucmema cCoyuaibHas cmpaxo6anusl, mapugbbl HA coyuaibHoe
cmpaxoedanue, 63H0Cbl COYUAIbHOCO0 CMPAXOBAHUAL, CeNbCKOXO3AUCMBEHHbLE nencuu, cy6cuduu.

JEL Classification: H5; H55.

Introduction. In the Republic of Moldova the social security system is quite complicated: the size
of insurance tariff by categories of payers is differentiated: employers, employed persons and persons that
unfold on their own (individual landowners, people who have taken agricultural land lease; individual
entrepreneurs and founders of individual enterprises, people which having concluded individual insurance
contract etc); there are different forms of expression of insurance tariff (percentage or fixed value size);
specified facilities for certain categories of taxpayers (lower price for the agricultural sector, scaling
possibilities of contributions payment); It is unbalanced the way of establishing social insurance benefits
compared with the level of participation in the accumulation of income (in agrarian sector is reduced the
participation quota of income formation, but considerable the size of pensions and other benefits under
expenditures).

Basic content. The Republic of Moldova is a rural country, where 58% of population lives in rural
areas. Despite the fact that half of the Moldovan population lives in rural areas, employment rate in rural
areas is only 36%. The share of economically active population in Moldova is lower compared with other
Eastern European countries, on account of massive migration. The lowest employment rate of the labor
force in rural areas in Moldova have young people with low educational level.

The low rate of employment in the labor market in rural areas is significantly determined by low
wages in agriculture compared to other ecnomic sectors. Low wages and limited job influenced
entrenched poverty in rural areas. In the 2001-2014 period, urban households have increased their actual
threefold existence level, while the standards living of the rural population has remained constant.

Because of employment opportunities decrease in rural areas in Moldova, occurs a process of
migration: the young people and those who graduate high schools from rural to urban, as outside the
country. Every fifth Moldovan working abroad and every fourth migrant comes from rural areas. The
situation is worse in rural areas — in 2011 nearly 200,000 people, about 25% of the rural population have
left to work abroad. As a result of the migration, remittances play an increasingly important role in the
incomes of rural households in Moldova. In the years 2004-2014 the share of remittances in disposable
income of urban households was 12%, while for rural households this figure reached 21%. Besides
remittances, incomes of those who work in rural areas depends largely workforce’s self-employment,
agriculture and pensions.

In this context can be highlighted the features of the social insurance relations system and
agriculture. It is worth mentioning that in Moldova the social insurance system is quite complicated. First,
the size of the insurance tariff is differentiated by categories of payers: employers, employees and persons
operating on their own (individuals, landowners, people who have taken agricultural land on lease or use;
individual entrepreneurs and founders of individual businesses, people who have signed individual
insurance contract etc.).

Since 2005 a special category of payers of social contributions were highlighted employers in the
sphere of agricultural production, transferring social insurance benefits to people who work under
individual labor contract, other contracts on performance of works or services in the processing industrial
agricultural production.

Secondly, for different categories of payers insurance contributions differ very much the tax base,
which is payed to insurance contributions. Nowadays all employers and payers of individual social state
contributions calculate and pay contributions, based on calculated salary amounts and other rewards.

In 2005 the basis for calculating contributions constituted:

- The total salaries and other payments made by insurers employed under individual employment

contract or other contracts for the execution of works or services;

- Sum of degree/hectare;

- Amounts paid for entrepreneurial patent.
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Simultaneously there were established fixed annual fees amounting 1374 lei (for those who work
in agriculture — 1224 lei) annually for individual entrepreneurs and founders of individual enterprises and
persons employed on contract basis, outside Moldova.

In 2005 it was approved a specific method for calculating contributions for workers in the
agricultural sphere:

- Employer in the sphere of agriculture will provide persons employed by individual employment
contract or other contracts, the execution of works or services to agricultural land processing of
the animals, calculated contributions of 20% to the fund of labor remuneration and other
rewards of these persons, and to ensure people employed in the industrial processing of
agricultural production will calculate 27% of labor remuneration and other rewards;

- Individuals, landowners, that work Individual land, and persons by agreement took on lease or
agricultural land utilization, will pay contributions, calculated on the basis tariff of 1.7 lei
annually for a unit degree hectare of agricultural land.

Reforming the pension system in Moldova provided for the gradual transformation
of the burden related to the payment of insurance contributions from the employer to employees.
In 2004 it was assumed that the annual size of the employer's contribution will be reduced by 1%,
while the size of individual contributions will increase by 1%. Indeed, if individual contribution in 2004
was 1%, in 2005 already — 2%, in 2006 — 3%, in 2007-2008 — 4%, and from 2009 to present — 6%.

So, if in the rates for employers and employees is clarity, then paying fees for other things
are more complicated, especially referring to workers employed in agriculture sphere. Landowners,
who had worked individually farmland and people who have leased or taken into farmland,
paid insurance contributions depending on agricultural land and creditworthiness: in 2004 the rate was
17 lei per unit degree/hectare.

Individuals who have leased agricultural land, except for those who paid contributions under other
tariff paid insurance contributions in the form of fixed fees. In 2005 system grade/hectare was maintained.
Since 2006 this category of payers of insurance contributions was set a fixed fee in the amount of 480 lei
per year, which gives the benefit of minimum pension and death grant. For 2007, the tax value increased
up to 576 fixed lei and 2014 lei in 1428.

In 2012 individuals — landowners and people who have leased farmland that process ground
individually in 2009 are not included in the list of compulsory insured, they have the possibility of
ensuring voluntarily by signing contract individual social insurance.

Individuals owners or lessees of agricultural land and founders homestead (excluding family
members) who process individually agricultural land, can be secured only by the conclusion of the
National Social Insurance of the individual social insurance state will pay 1164 lei per year. The peasant
farm is an individual enterprise, based on private farmland property and other property, the personal work
(unpaid) members of a family (members of peasant farming), having production of agricultural
products as a purpose their primary processing, commercialization preponderance of their agricultural
production.

As a result, founders homestead, using other people’s agricultural work than family members, had
to pay 4704 lei per year for individual insurance. Collection services of local taxes within municipalities
are required to ensure settle arrears of state social insurance contributions compulsory, to the default and
fines for contributions at State social insurance budget charged to individuals owners or lessees of
agricultural land processing individually land.

Social prices insurance contributions are differentiated for different categories of payers and their
sizes are adopted annually by Parliament.

The evolution of social insurance tariffs contributions, including particularly applicable in the
agricultural sector, highlights the difference between Social Security and the sector in general.

At the table’s dates can be noted equally modification reverse of tariffs for individual contributions
employer: the individuals increased by 1 percentage point in 2008 compared to 2007 in 2009 compared to
2008, maintaining the level of 6% in the period 2009-2014; those incurred by the employer constituted
25% in 2007, 24% in 2008 and 23% from 2009 until 2014.
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Table 1
Obligatory state social prices insurance contribution
The categories of payers and | Unit of Years
insurers measure | 2007 | 2008 | 2009 | 2010 | 2011 | 2012 | 2013 | 2014
The employer, physical or
individual person, for % 25 24 23 23 23 23 23 23
employees

Agricultural ~ employer  to

employees, including: 20 20 22 22 22 22 22 22

;) . nguet:.sidies from the state % 4 4 5 5 5 5 5 5

- Paid by the employer 16 16 16 16 16 16 16 16
Employees (individual

contribution) transferred from % 4 5 6 6 6 6 6 6

employer

Physical person, individual | o; | 5318 | 2920 | 3708 | 4044 | 4368 | 4704 | 5220 | 5784
entrepreneurs

Physical person, owners or

] Lei 576 725 920 | 996 | 1080 | 1164 | 1296 | 1428
lessees of agricultural land

Source: State social insurance budget law for the years 2007-2014.

For employers of agriculture the rate for 2007 and 2008 was 20%, of which 16% paid by the
employer and 4% subsidized by the state, and in 2009-2014 the rate of 22%, of which 16% paid by the
employer and 6% subsidy from the state budget. For physical people, owners or lessee of agricultural
land in the analyzed period the rate was expressed in fixed fee, which ranged from 576 lei in 2007 up to
1428 lei in 2014. For 2015 it was established the same agricultural tariffs, expressed in percentage size,
and charges fixed size constitutes 6372 lei for physic people, individual entrepreneurs and 1584 lei for
individuals owner or lessee of agricultural land.

The complicated system of insurance contributions causes a range of problems. Some are directly
related to agriculture. A lower rate of insurance contributions, established for employees in the
agricultural sector and the differential system of contributions for owners of agricultural land, in
combination with the low level of their accumulation leads to a redistribution rather essential means in
favor of the number of agricultural workers sector.

Thus, according to the Ministry of Labour, Family and Social Protection of the Republic of
Moldova in 2005 employees in the agricultural sector contributed to the social security budget only 7.9%
of total revenues, while they benefit by pension and compensation in the amount of 40% of the total.
While the gap was reduced respectively.

Another important criterion is the number and size of pensions, as reflected in the following table.

Table 2
The number and average size of pensions for age limit by economic sector
For limit age, non agricultural For limit age, agricultural
Men Women Men Women
Years
Thousands . Thousands . Thousands . Thousands .
Lei Lei Lei Lei
person person person person
2007 38.8 841.6 161.5 587.4 96.7 529.2 155.2 497.3
2008 62.8 8454 170.6 690.3 69.5 636.3 152.3 579.1
2009 63.8 1029.2 | 178.2 826.9 66.6 759.4 149.3 690.8
2010 65.2 1087.9 185.4 860.6 64.2 785.2 145.7 716.3
2011 66.7 1110.3 | 199.0 951.3 64.4 828.4 143.0 764.8
2012 76.5 1153.3 | 203.6 1004.4 | 64.4 894.0 140.1 834.0
2013 81.4 1390.2 | 212.7 1062.7 | 64.5 938.4 127.3 880.7
2014 85.6 1479.8 | 222.8 11223 | 64.3 986.5 134.7 931.5

Source: National Statistics Bureau of the Republic of Moldova.
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Of the table’s dates is observed that during the analyzed period increases the number of pensions,
for limit age, non agricultural, men category from 38 800 in 2007 to 85 600 people in 2014 and for
women category from 161 500 to 222 800 people.

The number of agricultural pensions changes in reverse: men categoy is reduced at the time period
from 96,700 to 64,300 and at the women category from 155 200 to 134 700.

The size of the agricultural pension is less than the agricultural throughout the analyzed period and
both categories of person (men/women). It’s recording increase of the size pension average for limit age
for all analyzed categories: non agricultural pension for men with 638.2 lei and for women with 534,9 lei,
but agricultural pension with 457.3 lei for men and 434.2 lei for women.

That situation cannot be maintained permanently, Moldovan policy on social insurance charges
implies that the multiplicity of social insurance contributions may be reduced, however taking into
account the specific of agricultural sector and the consideration balancing by the social insurance system.

Conclusions. Compulsory social state insurance allows to accumulate and fairly distribute the financial
resources, ensuring social protection of workers and their families where appropriate social risks occurr.

Analyzing the specific of agricultural sector and importance for national economy, the peculiarities
of relations with the state social insurance system are highlighted. A price lower insurance contributions,
established for employees in the agricultural sector and differentiated contribution system, for owners of
agricultural land, in combination with their lower storage leads to the essential resources distribution for
peensions in favor of the pensioners of the workers number of the agricultural sector.

Physical people or lessees of agricultural land that processing land individually — starting in 2009,
based on individual contract signed with the National Social Insurance if they pay each year contribution
of state social insurance in the amount provided acquire the right social benefits.

For employers in agriculture, regardless of the type of property and the legal form of organization,
increase delay for non-payment of contributions deadlines for obligatory state social insurance calculated
for the current year will apply with effect from November 1% of this year.

It is necessary the development and permanent reform, social insurance system taking into account
the specific activity sectors (including agriculture); reviewing the mechanisms for implementing the law
on the pension right, other social insurance rights and the special rights granted by law.
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COOPERATION IN THE FIELD OF ECONOMICS,
OF SCIENCE AND MEDICINE IN EUROPE
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The issue of medical cooperation raises many questions current and controversial, which are the
focus of interest in socio-political and legal, such as debates on instruments to combat the high costs, the
public health system, legislation aimed at ensuring health, tobacco consumption, alcohol, obesity and
others. Public health legislation deals with the framework conditions, legal and social aspects of public
health, protection and deployment the law of public health on tobacco. The aim of this study is to identify
the degree to which economic freedom correlates with indicators of development, health and economic
cooperation in medicine field. In this regard, we consider useful to investigate how the correlation
indicators of policy Health — 2020 with global and European economic development. Research methods
are located in estimating the degree of international cooperation in the medicine field through statistical
methods, comparison, graphics, deduction or induction.The results allow to formulate a whole picture
regarding international cooperation in the field of medicine, combating different diseases but human vices
as obesity, tobacco use, alcohol etc. Facilitation of cooperation in research and innovation is the key to
bridging the gap between research and demand in different countries and regions.

Key words: medical cooperation, medicine and health, tobacco, alcohol, obesity, the public health
system, danger of health, law concerning tobacco, research and innovation.

Problema cooperarii medicale evidentiaza multe intrebdri actuale, dar si controversate, ce
vizeazd importante aspecte sociopolitice si juridice, cum ar fi: dezbateri privind instrumentele pentru
combaterea costurilor inalte, sistemul de sandtate publica, legislatia care Vizeaza asigurarea de sandtate,
consumul de tutun, alcoolul, obezitatea etc. Legislatia din domeniul sdandtdatii publice se referd la
conditiile cadru, juridice si sociale ale sistemului de sdndtate publicd, 1a protectia dreptului public de
sanatate, implementarea prevederilor legii cu privire la tutun. Scopul studiului de fata consta in
identificarea gradului in care libertatea economica coreleaza cu indicatorii dezvoltarii, CU sandtatea
populatiei si cooperarea economicd in domeniul medicinii. In acest sens, considerdm utili investigarea
modului in care sunt concepufi indicatorii de corelare a politicii Sanatatea — 2020 cu dezvoltarea
economica mondiala si europeana. Metodele de cercetare sunt focalizate in estimarea gradului de
cooperare internationald in domeniul medicinii prin prisma metodelor statistice, de comparatie, graficd,
deductiei si inductiei. Rezultatele obtinute permit a formula un tablou integru vizand cooperarea
internationald in domeniul medicinii, lupta cu diferite maladii, dar si cu viciile umane: obezitatea,
consumul de tutun, alcoolul etc. Facilitarea activitdtilor de cooperare in domeniul cercetdrii si inovarii
este cheia reducerii decalajului dintre cercetare si cererea din diferite tari si regiuni.

Cuvinte-cheie: cooperare medicald, medicind si sandtate, tabac, alcool, obezitate, sistem de
sandtate publicd, pericol de sanatate, dreptul privind tabacul, cercetare si inovare.

Axmyanvrocme. Meduyunckoe compyoHuuecmeo NOOHUMAIOM AKMYAlbHble MeKyWux npoodiemol,
HO U CHOPHblE BONPOCHL, HAXOOSUWUECS 6 YEHMPe COYUALbHO-NOIUMUYECKO20 U NPaso8o2o unmepecd,
Kak-mo: 00cyscoeHue 0puoudeckux memooos 0isi 00y30anus pacxodos, Cucmemvl 30paso0XpaHeHusl,
3AKOHOOAMENbCMEO MEOUYUHCKO20 CMPAX08AHUS U 30PABOOXPAHEHUs, nompeoieHue mabaxka, aiKo2ousl,
odrcupenue u Op. 3aKOHOOAMENbCMBO 6 YACMU 20CYOAPCMEEHHO20 30PAB0OXPAHEHUs UMeem 0elo ¢
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IOPUOUYECKUMU U COYUATBHBIMU YCLOBUAMU, KAOPAMU CUCHEMbl 30PABOOXPAHEHUs, NPABOGAsl 3AUUMOl
300p06bs, 6HEOPEeHUs HA npakmuke 3akona o mabaxe. Llenv ucciredoeanus cocmoum 6 onpedeneHuu
cmeneny 9KOHOMUYECKOU AUbepanu3ayuu, Koppemupylowas ¢ NOKA3amensamMu pazeumus, 300p0o6bsl
HaceneHusi U IKOHOMUHECKO20 COmpyOHuHwecmea o oobnacmu meouyunvl. B omou uacmu cuumaem
BADICHLIM UCCNe0068aHUe NoKazameneli no npozpamme 300posvs — 2020 c pazeumuem mupogou u
e8PONelcKoll IKOHOMUKU. Memoovl uccnedoganus c@oKycuposansvl 8 oyeHke CmeneHu MeicOyHapoOH020
KOONepuposanusi 6 00aacmu 30pa8OOXPAHEHUs NOCPEOCMEOM CMAMUCIMUYECKUX, CPAGHUMETbHDIX,
epaguueckux memodo8 a maxdce uHOVKyuu u Oeoykyuu. Ilonyuennvie pe3ynrvmamvl NO3GOIAIOM
chopmynuposams Yyear0CmMHOCMHYIO KAPMUHY MeHCOYHAPOOHO20 COMPYOHUHeCnea 6 001acmu MeOuyutbl,
Oopvba ¢ pasntuyHLIMU 3a00Ne6aAHUAMU, HO U NOCACOCMEUAMU TNIOXUX NpuUeviuex u crabocmeu
Ye06eYecKUx, KaK KypeHue, aiko2oib, myuHocms u Op. Iloddepoicanue npoyecca compyonuuecmea 8
obracmu uccred08anusl U UHHOBAYUI — KAK KIIOUUKA K COKPAWEHUIO PA3PbI8A MeNCO)y UCCTIe008aHUAMU U
CIpOCA pa3HbIX CIMPAH U PeSUOHOB.

Knrouesvle cnoea: meduyunckoe compyoHU4ecmeo, MeOuyura u 300posvbe, mabdax, aiKo2ob,
odicupenue, cucmema 30pAaBOOXPAHEHUs, ONACHOCMb 300P08bs, 3aKOH O mabake, UCCLe008aHus U
UHHOBAYUU.

JEL Clasification: A14; O38; P26.

Introduction. Health economics (which is known as medical economics or health economics)
forming appearance independently as a vital application to express the concern demonstrated by
economists to investigate from their perspective all aspects of social life, the Government, managers and
doctors to estimate results and efforts to streamline the health care system overall.

The aim of this study is to identify the degree to which economic freedom correlates with indicators
of development and health. In this regard, we consider useful description of the way in which indicators
are in correlation with the policy Health — 2020 and the global and European economic development.

Human Development Indicator (HDI) is calculated to highlight trends in the quality of people’s
lives. It includes a three-pronged approach covering landmarks such as life expectancy, literacy and per
capita real GDP. Highlighting developments in three areas it is based on related indicators, namely life
expectancy index, education index and GDP index. Although the European region is consistently oriented
towards meeting the target value of the policy Health — 2020 policy to reduce premature mortality, there
are many problems that need solving that will reduce major risk factors [2].

The European Region is moving steadily towards the target value of reducing premature deaths
from cardiovascular diseases, cancer, chronic respiratory diseases and diabetes. The achieved progress
tends mostly toward improving the situation in the region regarding the highest premature mortality.
However, we distinguish an alarming state regarding high level of key risk factors for premature mortality
as: alcohol and tobacco, obesity and overweight (Figure 1).

The use of alcohol — 11 litres of pure alcohol The overweight and the obesity —  30% of population are using
per person during a year 59% of population are suffering of tobacco
overweight or obesity

Fig. 1. The main 3 risk factors of early mortality in the European region
Source: World Health Organization Report, 2014.

European region has the highest consumption of alcohol and tobacco in the world, with the
prevalence of overweight and obesity, only slightly lagging region of American countries, where stands
the highest levels of these indicators. The prevalence of overweight and obesity in European countries is
45-67% (Figure 2).
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From May 31, 1987 it is organized international action against smoking — World No Tobacco Day.
Laws aimed at restricting smoking in public places were introduced in Austria — July 1, 2010, Belgium -
January 1, 2007, Bulgaria — January 1, 2005, Belgium in 2006 and 2007, Brazil - May 8, 2009, UK -
February 1, 2006, Germany — September 1, 2010, Greece — September 1, 2010, Denmark — August 1,
2007, Egypt — September 1, 2010, India — October 1, 2008, Spain — January 2, 2011, Ireland — March 1,
2004, Italy — January 10, 2005, China — May 1, 2008, Cuba — February 1, 2005, Latvia — January 1, 2008,
Moldova — July 1, 2004, Monaco — November 1, 2008 Netherlands — July 1, 2008, Norway — June 1,
2004, UAE - 2007, Poland — November 15, 2010, Portugal — January 1, 2008, DR Congo — May 31,
2013 Russia — 2001, USA - January 1, 2010, San Marino — July 2008, Singapore — July 2006, Syria —
August 2005, Slovenia — August 2007, Turkmenistan — December 25, 2013 Turkey — May 2008,
Uzbekistan — April 2008, Ukraine — July 1, 2006, Philippines — 2008, Finland — 1976 (the trend is that in
2040 Finland will become a non-smoking country), France — February 2007, Montenegro — February
2005, Sweden — June 1, 2005 Estonia — June 2007, Japan — March 24, 2009.
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Fig. 2. The spread of obesity among people from different countries, aged 16 years, 2014
Source: World Health Organization report on non-communicable diseases in the world, 2014

Legenda: ALB — Albania, AND — Andora, ARM — Armenia, AUT - Austria, AZE — Azerbaijan, BH —Bosnia and
Herzegovina, BLR — Belarus, BEL — Belgium, BUL — Bulgaria, CRO — Croatia, CYP — Cyprus, CZH — the Czech Republic, DEN
— Danmark, DEU - Germany, EST - Estonia, FIN - Finland, FRA - France, GEO - Georgia, GRE - Greece, HUN -
Hungary, ICE - Iceland, IRE — Ireland, ISR — Israel, ITA - Italy, KAZ — Kazakhstan, KGZ — Kyrgystan, LTU — Lithuania, LUX
— Luxembourg, LVA - Latvia, MAT - Malta, MDA - Repablic of Moldova, MKD - Macedonia (ex-Yu.), MNE — Montenegro,
NET - the Netherlands NOR — Norway, POL - Poland, POR - Portugal, ROM — Romania, RUS — Russia, SPA — Spain, SRB
— Serbia, SVK - Slovakia, SVN — Slovenia, SWE — Sweden, SWI — Switzerland, TJK — Tajikistan, TKM — Turkmenistan, TUR
—Turkey, UKR — Ukraine, UNK — Great Britain, UZB — Uzbekistan.

Law no. 278 from 14.12.2007 from Republic of Moldova regarding tobacco and tobacco products
ban smoking in enclosed public places. To these concerns: state institutions, cinemas, theatres, circuses,
concert halls, exhibition halls, museums, libraries, waiting rooms, bus terminals, portable terminals,
railway stations, public transport, areas of agreement and leisure.

Recognizing acute problems, countries have made progress in the implementation of strategies to
overcome these risk factors, which led to a steady decline in the consumption of tobacco and alcohol in
Europe. However, for most of the countries achieving reduction of tobacco consumption is not sufficient
to diminish the value of this indicator by 30% in 2025, according to the Global Monitoring system for
non-communicable diseases [8]. Comparison with other regions, WHO emphasizes that a further reduction
in all of the key risk factors carries a significant potential for improving results regarding health.

Few countries provides to WHO a regular information on risk factors, so that European health
report 2015 [1], uses data on tobacco consumption, overweight and obesity. Moreover, in recent years,
only a limited number of countries provided WHO mortality database. This affects the reliability of
premature mortality values. The accuracy of any index depends on compliance with the quality
requirements regarding codification causes of deaths. All these constraints must be taken into account
when interpreting the data on premature mortality targets. Dealing with the data it will optimize to monitor
the policy Health — 2020 and will improve the evidence base for health policy.
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Since 1990, the infant mortality rate in countries with the highest values of this indicator decreased,
which resulted in reducing the gap between countries in the region (Figure 3).
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Fig. 3. The rate of mortality among new born
Source: European database “Health for All”, 2014.

Although this trend persists and after 2010 — a starting point for the policy Health — 2020 is the data
received in recent years that does not offer sufficient coverage, which would allow to make reliable
conclusions. The differences between countries in terms of life expectancy at birth is gradually
diminished, but providing such data and in recent years has been limited. Despite the positive trends,
absolute differences between countries are still significant. This refers not only to infant mortality and life
expectancy, but also, and other indicators of the policy Health — 2020 regarding social determinants of the
health (Figure 4-7).
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Fig. 4. Uneven difference in the indicator Fig. 5. Uneven differences in the values of life
of infant mortality in European region expectancy of population within the
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0,5%
89.3% are going to school — 99.8% are going to school — 0.5% unemployed — The 31% unemployed — The
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Fig. 6. Uneven differences in the enrollment of Fig. 7. Uneven differences in the level of
children in the school in the European region unemployment in the European region
Source: Rapport UNESCO, 2014 Source: European database “Health for All”

The share of countries that have adopted specific strategies to reduce social inequalities in health,
increased from 58% in 2010 to 67% in 2013. For these countries, expanded enforcement strategy,
includes: in 2010 the most common measures focus on improving the health status of vulnerable segments
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of the population and in ensuring a healthy start in life for children in 2013, the number of strategies and
combating poverty and improving the physical environment of living.

There is some evidence in terms of subjective well-being in European countries; however, to
improve monitoring is required extra effort measurement parameters wealth and its cultural contexts.

The welfare state is subjectively individual level. However, it also can be described using a number
of objective indicators such as: population, education, income and housing conditions [1]. The media
value of the gradual marking of life satisfaction is a measure of subjective well-being, ranging between
7.8 — 4.2 in European countries, where 10 — is the best, and 0 — the worst, according to respondents,
conditions living etc. (Figure 8).

10
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Fig. 8. The expected life longevity the correlation with life satisfaction
Source: European database “Health for All””, The survey Gallup, National Human Development Report.

The monitoring system of the politics Health — 2020 includes indicators of life satisfaction, but the
Monitoring System Health — 2020 include indicator of life satisfaction, but not among the indicators that
require systematic collection of data, so the report of the health in Europe 2015 [7], uses collected data and
published in an order planned by competition of other interested bodies.

In a globalized world, solving many key health challenges requires cooperation and collaboration
between countries. To achieve this objective, it needs transnational cooperation.
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Fig. 9. The factors that cause inequalities in health, worldwide
Source: G. Dahlgren, Whitehead M.

The WHO exchanged the paradigm shift from public health emphasizing from problems of
morbidity and diseases to the improvement of the health status and increased welfare. For the information
regarding health state it is important to pay attention to subjective and qualitative indicators, the degree of
satisfaction of life. According to scientific research findings, data regarding welfare have a reliability and
value at local and national level, as indicators of the health.
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However, remain questions about the compatibility welfare parameters, in particular is very
important about the impact of these parameters in appropriate cultural context. In this area, it needs more
research, which is particularly important for the cultural diversity of the European region. Further WHO
reports on well-being should be included as an essential component of reliable data on subjective well-
being. In January 2015 under the auspices of the WHO Regional Office held a meeting of the expert group
for the development of priority areas for further work in this area. The Expert Group recommended that, in
order to improve reporting on health and well-being indicators in the European region to consider non-
traditional sources of health information.

Table 1
The rating of life prosperity in some European countries
(5]
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1 Norway 4 5 8 5 4 8 3 2

2 Switzerland 2 3 1 18 3 13 11 9

3 Denmark 9 2 3 3 16 7 8 3

5 Sweden 7 1 4 17 12 5 7 8

8 Netherlands 10 13 12 4 5 19 13 7

9 Finland 33 8 5 7 13 3 18 5

10 Ireland 18 18 14 8 17 4 6 10
11 USA 11 11 11 9 1 33 15 11
13 Luxembourg 6 9 6 43 2 10 4 24
14 Germany 5 16 16 12 6 21 17 16
15 United Kingdom 19 6 9 25 20 23 12 12
16 Austria 22 7 15 24 9 16 19 18
17 Singapore 1 12 13 15 14 12 38 25
18 Belgium 23 24 17 21 10 20 20 20
19 Japan 25 22 19 28 7 22 33 29
22 France 30 19 20 26 8 31 21 53
23 Malta 27 20 21 42 25 29 23 19
24 Spain 37 30 27 19 24 25 22 23
25 Slovenia 58 25 33 11 27 14 25 40
26 Czech Rep. 26 29 34 13 26 24 45 66
27 Portugal 62 31 32 46 31 18 16 47
29 Poland 34 36 39 33 33 26 29 34
31 Estonia 35 26 23 39 40 36 61 30
35 Slovakia 36 34 46 14 30 32 63 58
37 Italy 44 41 42 47 22 39 48 42
39 Cyprus 84 39 26 38 35 45 46 86
40 Latvia 48 38 41 35 47 40 73 83
41 Lithuania 63 45 40 30 44 30 97 64
45 Hungary 52 50 38 34 36 37 99 98
49 Greece 102 46 49 32 29 27 108 100
50 Romania 69 48 63 61 69 46 37 109
51 Bulgaria 79 43 81 44 48 42 96 67
52 China 3 59 67 63 56 100 120 28
58 Russia 55 42 106 29 42 91 111 50
63 Belarus 89 54 121 31 38 53 128 37
92 Republic of Moldova | 128 68 101 72 83 69 113 106

Source: The Legatum Institute: The Legatum Prosperity Index 2015.

These may include cultural evidence such as historical records and anthropological observation,
guantitative and qualitative data and analytical descriptions of practice examples. Following the meeting,
the Regional Office will develop an action plan aimed at developing a more extensive set of tools and
methodologies for reporting data on welfare. Implementation of Health — 2020 is gaining momentum, but
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requires greater monitoring to establish truly beneficial effect, including features such as stability of local
communities from adverse external influences, empowerment citizens and awareness of social belonging.

Increased the share of countries where national policies are built in accordance with the principles
of Health — 2020 (from 58% in 2010 to 75% in 2013, Figurel0).

Fig.10. The share of countries in which strategies and policies
are adopted according to the Health — 2020 program
Source: Qualitative indicators for monitoring the policy Health — 2020.

It also increased the number of countries with the plans for implementation and accountability
mechanisms in relation to these strategies. Thus, within a few years the developments of Health — 2020 a
growing number of countries take measures to adopt and implement its principles and approaches to
improve the health and welfare of its citizens.

Monitoring the Health — 2020 system includes a standard set of quantitative and qualitative
indicators (described above) that characterize the processes of policy formulation and implementation.
Health — 2020 Policy includes many of the key concepts that have not been subject to systematic
assessment so that coverage and optimize their monitoring is necessary to extend the common theme.
Some examples of these concepts: transparency; stability (viability) local communities; supporting
medium; supportive environment; social sense of belonging; sense of control of the situation; principle for
the participation of the whole society; responsible management; responsibility; the principle of including
all stages of life; empowerment; man-centred health system; health systems that fulfil their purpose;
adaptation strategies.

Methodologies and indicators to characterize these concepts can be determined based on existing
knowledge and further exploration process. To facilitate evaluation of the implementation should be used
appropriate types of existing data without excessive overburdening the requests to the country for the
provision of new details. This should include information from other disciplines, especially
the quantitative and descriptive study results. WHO Regional Office for Europe is currently drafting
proposals to member states on the mechanism and roadmap for monitoring all the concepts contained in
the Health — 2020.The international cooperation is essential for the implementation of research agenda and
information development in health care and of efforts to generate information and evidence on health for
XXI century. To optimize the monitoring the program Health — 2020 at the next steps it is necessary the
cooperation to solve both current data collection and meet the need for new information and factual
information. Population characteristics are changing and appear new concepts in the field of public health
that need to be modified in the strategies.

Information systems concerning health should be adapted to these social changes. To meet the
needs of XXI century in terms of information and evidence required powerful systems, comprehensive
information to ensure timely flow effectively and systematically statistical data on health and health
maintenance. At the same time, these systems must be flexible enough to adapt to new strategic needs and
include innovative approaches to information and the actual data in health. Tasks in the field of health
information which is facing the European region can be resolved successfully and reliably only within
broad international cooperation: it is necessary to harmonize cooperation and exchange of knowledge,
experience and best practices. To this end, under the auspices of the European Regional Office, WHO was
established European Initiative for Health Information (EIlZ) — an established network of countries,
bringing together several partners, which aims to help improve the health of the region by improving
information that are at the base of the policy. EIlZ supports the development of a single European health
information in accordance with the Joint Declaration adopted by the WHO Regional Office for Europe
and the European Commission in 2010 [5].
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In this regard have been taken a number of important steps in which the EIlZ members had a
concrete contribution. European Commission and the Organisation for Economic Co-operation and
Development (OECD) supports EIlZ, their representatives took part in the first meeting of the Coordination
Network, which took place in March 2015, the activity rate EIIZ increases, but further strengthening
networks and capacity building to enhance its activities in the field of health information and its consistency
over the six key areas of activity requires the involvement of new members, Figure 11.

Guiding principles

Emphasis on innovative approaches and
encouraging research and development
The emphasis on the development of
practical tools

Core Values
Key areas EIIZ

Maintaining compatibility with existing
one, including global monitoring system
1.The generation of information characterizing

the health and well-being. mainly on the basis
of indicators

2. Extension of access to health information and
its dissemination

3. Capacity building

4. Strengthening health information networks
5. Support the development of strategies
for Health Information

6. Communication and Advocacy
Priority areas of activity

Applying the principle of taking into
account all stages of life

The trend to reduce inequalities

Strengthening the inter-agency
cooperation

Strengthening inter-sectoral cooperation

Fig. 11. Vector orientation of the strategies implementation concerning health
Source: Qualitative indicators for monitoring the policy Health — 2020.

Only through joint efforts can be improved the region's health information, in an effective, sustainable
and consistency way meant to redress the socio-economic and employment status and of the nation.

Main findings. The European region is moving steadily towards achieving the targets of
Health — 2020, but much remains to be done to further improvement of health and to reduce social
injustice. For full information support of the implementation of the Health — 2020 policy it’s needed to
strengthen data collection mechanisms and to develop new approaches to health monitoring. These include
the use of non-traditional sources of information, such as quality data and descriptive study. Strengthening
international cooperation is the key to the further development of research and development in the field of
health information in the region.
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IMPLICATIONS OF CREDIT RISK TRANSFER ON BANK PERFORMANCES
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The impact of the financial crisis has demonstrated the fragility of the banking sector and the need
to implement new technologies that would allow not only insurance against the most important credit risk
- credit risk, but development of lending segment. In such conditions, transfer of credit risk is an efficient
and actual way to diversify the banks exposure for credit risk by the presence of those who are willing to
take on some of this risk. Taking of credit risk can be achieved through credit derivatives, securitization
and sale of loans, being selected the most advantageous technique for the bank. The current situation of
the national banking sector requires solving the problem of bad loans, which, unfortunately, are
increasing, by implementing new techniques for credit risk management according with EU directives.

Key words: credit risk transfer, credit risk, credit derivatives, bank, profitability rate loan portfolios.

Impactul crizei financiare a demonstrat fragilitatea sectorului bancar si necesitatea implementarii
unor noi tehnologii care ar permite nu doar asigurarea impotriva celui mai important risc bancar — riscul
de credit, dar si dezvoltarea segmentului de creditare. In aceste conditii, transferul riscului de credit este
o modalitate eficientd si actuald pentru a diversifica expunerea bancilor riscului de credit prin existenta
celor care sunt dispusi sa preia o parte din acest risc. Preluarea riscului de credit poate fi realizatd prin
intermediul derivatelor de credit, securitizarii sau vanzarii de credite, fiind aleasa cea mai avantajoasa
tehnica pentru bancd. Starea actuald a sectorului bancar national impune solugionarea problemei
creditelor neperformante, care, cu regret, sunt in crestere, prin implementarea noilor tehnici de gestiune a
riscului de credit in concordanta cu directivele UE.

Cuvinte-cheie: transfer al riscului de credit, risc de credit, derivate de credit, banca, rata a
rentabilitatii portofoliilor de credite.

Tlocredcmsusn uHanco6o2o Kpusuca nPoOeMOoHCmMpUpOBAU Xpynkocms ODAHKOBCKO20 cekmopa, a
makoice HeobXOOUMOCMb 6HEeOpPeHUsi HOBbIX MEXHONO02Ull, KOMOopble NO360AUIU Obl He MOAbKO
cmpaxosanue om Haubonee BaANCHO20 PUCKA — KPeOUmHO20 pPUCKA, HO U pa3sumue ce2meHma
Kpeoumosanus. B makux yciosusx, nepeoaia KpeOumHo20 pUcKa A6isaemcs 3Qp@exmusHbvlm cnocooom
PAa3Ho00pa3ums NOOBEPHCEHHOCHb OAHKO8 KPEOUMHOMY DUCKY NPU CYUWECMBO8AHUU MeX, KMO 20mo8
83mMb Ha cebs yacmv 2motl onachocmu. Ilepedaya kpedumno2o pucka modcem Obimb 0OCMUSHYMA C
NOMOWYbIO KPEOUMHBIX 0epUBAMUBOE, CEKbIOPUMU3AYUU U NPOOadicu Kpeoumos. Hoinewnaa cumyayus 6
bankosckom cekmope mpebyem peuteHuss npoobremvl «NIOXUX Kpeoumoeg», KOMopwle, K CONCANEHUIO,
cmanosumcs 6ce Oonvule, 3a cuem GHEOPeHUs HOBbIX Memo008 YNpasieHus KpeOUumHviM DPUCKOM 8
coomeemcmauu ¢ oupekmusamu EC.

Knrwouegvie cnoea: nepedaua Kpeoumnozo pucka, KpeOUmmbvlid pPUcK, Kpeoumuvle 0epusamuebl,
OaHK, NPUOBLILHOCTNL KPeOUMHbIX nopmeeneti.

JEL Classification: G15; G21; G32.

Introduction. The global financial crisis has left its mark in all countries, being more pronounced
in highly developed countries and with less harmful effects in developing countries. As a result, global
financial market has become more vulnerable and affected by different financial risks, including credit
risk. So, in order to prevent this risk, we need to implement different techniques of correct management of
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credit risk or to use instruments of its transfer. Credit sale, securitization and credit derivates are transfer
instruments of credit risk which bas been widely used by banks in recent decades to actively manage the
credit risk. Credit sale and securitization are techniques by which banks sell future flows of payment
arising from the loans based third parties. Unlike a loan sale, securitization involves creating a vehicle
with special destination and issuing of new securities. Credit derivatives instrument are contracts that
ensure banks against the risk of default from debtors, for a tax.

Concept of credit risk transfer. Currently, the typical function of transfer of credit risk is seen like a
good allocation of credit risk in a large spectrum of market participants, not only on banking but also on
capital markets. From the capital market perspective, we have to distinguish between risk diversification
and risk transfer. Transfer of credit risk can be explained as — a part of credit risk which can be diversified
with other risks exposed by investment companies (insurance companies, pension funds), but, evident, a
part of risk is systemic and, therefore, generates a price with premium. This makes it attractive for active
risk trading (speculation) deppending on size and time of payment of the premium.

Some researchers concerned with the study of instruments for credit risk transfer are Arping S.,
Duffee G., Zhou C., Morrison A. D., Behr P., Lee S., Allen F., Carletti E., Wagner W., Marsh |. and
others, being concerned both with the positive effects of credit risk transfer and negatives. So, we intend to
present positive aspects selected from empirical studies:

a) researchers G. Duffee and C. Zhou, mention that incentive for risk transfer comes from costs
associated with bank insolvency. They analyze individual credit risk transfers, like swap on
credit risk (CDS) and individual loan sales, showing that as long as asymmetric information
regarding credit quality varies over the loan life, instruments of credit derivatives, loan sales
prevails in solving problems caused by bank information on the loan quality. However,
introduction of credit derivatives markets can cause destruction of the credit market sales. This
think is harmful when problem of asymmetric information is one of adverse selection, because it
prevents individual sale of loans in order to avoid diminishing monitoring. In contrast, transfer
of credit risk, itself, improves monitoring [6, p. 25-54];

b) economist A. Morrison noted that credit derivatives facilitate risk sharing credit by a bank in
case of risk aversion [8, p. 621-647];

c) W. Wagner and I. Marsh mention that a part of the banks credit risk can be transferred to non-
banking sector, because of the difference between banks and bankruptcy costs between banks
and ,,non-banks” [13];

d) researchers A. Nicold and L. Pelizzon show how different intruments of credit risk transfer can
signal quality of bank loans in accordance with prudential capital requirements [9];

e) scientist S. Arping shows that transfer of credit risk can create value based on incentives, even
for completely different reasons, giving to bank the possibility to be credibly engaged to
investment, in poorly performing projects, by isolating banks from losses by project. This
corrects distorted incentives of borrowers for effort and, thus, increases the efficiency of the
investment project [2].

Negative repercussions of credit risk transfer regarding incentives monitoring are found by Duffee
and Zhou [6], Morrison [8], Behr and Lee [4], Parlour and Plantin [10], Parlour and Winton [11]. In all
these works prevails theidea that debt financing maximizes reward for monitoring. The results of the
monitoring are “high”. Additional arrangements, such as transfer of credit risk, can reduce only incentives
monitoring.

A similar opinion is exposed by scientist A. Persuad who said that transfer of credit risk may cause
problems for the stability of the financial system, by increasing fragility of risk buyer or increasing risk
taking by banks. After noting that non-performing loans increased significantly, while the balance
continued to show healthy, good, he also asking himself:“Where went all credit risk?”. He attributes this
phenomenon to the multiplication of instruments of credit derivatives (a tenfold increase to 2 trillion
dollars in five years), and warns “the more risks are assessed, marketed and covered in the same way in
the same markets, the more pronounced are systemic risks” [12].

The problem of insurance benefits of credit risk transfer was approached also by researchers
Wagner and Marsh, who said that the transfer of risk from a relatively fragile banking sector leads to an
improvement of the stable system [13, p. 173-193]. More exactly, they predict that by activating the
diversification, credit risk transfer offers banks the possibility to diversify their risk, enhancing financial
stability and reduce the financing cost. More, while it supports the transfer of risk from banks to other
financial players less fragile, such as insurance companies, we can determine taking new risks by raising

Nr.3/2015



ECONOMIE §1 SOCIOLOGIE / ECONOMY AND SOCIOLOGY 89

riskier loans. This increase of lending may, on the other hand, cause a more efficient allocation of capital
in the real sector of the economy.

The economist A. Morrison [8, p. 621-647] by contrary arguments that markets with credit
derivatives can destroy the signaling role of bank debt and generates an overall reduction in welfare by
reducing the banks’ interests.

As instruments used in specialized literature to transfer credit risk is suggested swaps on credit risk,
collateral bond debt, asset-backed securities, total swaps on income, credit notes, credit spread options etc.

From specialized literature we studied that, generally, the transfer of credit risk reduce the
incentives for monitoring of banks, and therefore, undermines financial stability. The instruments from
portfolio of credit risk transfer, such as the securitization of loan portfolio with guarantees accessories are
quite used by banks. However, the degree of improvement of credit quality should be clearly defined in a
timeframe. Outside this period, monitoring incentives are undermined.

Table 1
Elements of credit risk transfer
Assets underlying credit risk Attenuation of transfer of typical credit risk
Consumer credits Residential mortgages ABS?™: underlying risk tends to be “local”, assets tend to be
Claims on credit card more homogeneous than those securitized CDO? si CLNS?
Auto credits and rentals
Transferable claims | Commercial mortgages
(bonds and credits) Commercial claims
Rental of equipment
Corporate debts Direct sale: cheaper and cleaner alternative
Leveraged loans CDO: expensive to configure and maintain risk
Transferable and non- | Emerging markets of ABSs | CLNS and synthetic CDO: cheaper than convetional CDO to
transferable claims and collateral bond debtor maintain risk
Simple instruments of credit derivates and guarantees:
expensive and exposed to conterparty risk
Swaps on multiple risk or baskets: exposure to counterparty risk

Source: Adapted by author after Kiff, J., Michaud, F., Mitchell, J. [7]

The problems approached. The motivation for involvement of banks in transfer activities of credit
risk consist in their separating into two categories — “banks for portfolio management” using transfer
instrument for credit risk to those who are carriers of credit risk and/or those who are willing to take credit
risk and “intermediate”, who active sell, operate with products of credit risk transfer and generate free
access on makets with instruments of credit derivative. In this activity, banks, usually, aim to ensure right
positions for credit risk.

In order to assess the possibility of transfer of credit risk in the banking sector of the Republic of
Moldova it is necessary to analyze the composition of credits depending on the degree of exposure based
on the information reflected in Figure 1.

The weight of standard credits reflects a negative trend of reduction in the analized period from 59.2% in
2004 to 47.2% in 2013. The best situation is observed in 2007, when credit standards were of 65.3 percent of the
credit portfolio. For 2014 the situation changes, as observed an increasing of weight of standard credits at 55.2%.

Supervised credits shows an increased trend from 33.9% to 41.12% during the studied period, in
2014, on the contrary, their weight is reducing, helping to increase the weight of standard credits. The
weight of substandard credits in 2004-2009 increases from 5% to 9.7% and that is gradually decreases to
3.0%. Dubious credits increasing similar to those substandard increasing from 1.6% to 6.4% between
2004-2009 and decreases to 3.0% in 2013, and at the end of 2014 they have 3.2 per cent of credit portfolio
per banking system.

! Asset-backed securities
2 Collateral bond debtor
% Credit notes
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Fig. 1. Credit distribution deppending on level of risk esposure
Source: Made by author based on information presented by NBM on www.bnm.md/md/annual_report.

The “worst” credits are considered those compromised, reflecting a negative ascent during
2004-2014, increasing from 0.3% to 5.5%.

This dynamic suggests the following:

- banking system does not have instruments to insure against credit risk;

- in banking activities is missing practice of transferring credit risk to those who are willing to take it.

In general, the transfer of credit risk has two opposite effects. On the one side, it improves asset and
liability management and helps banks in capital redistribution in periods of liquidity shocks without
needing liquidation of costly project. On the other side, because of the fact that banks use secondary
markets in order to recycle nonperforming credits, informational asymmetry reduces informational content
of price of credit derivatives.

Benefits or negative effects of the transfer of credit risk depends, first of all, of the type of shock
that affects the business cycle. In the presence of traditional macroeconomic shocks, transfer of credit risk
helps to stabilize the economy.

In order to reduce banks exposure to credit risk its need to find that niche that will allow
implementation of financial credit derivatives throught swaps on credit risk. Thus, for banking sector of
the Republic of Moldova, it could issue financial credit derivatives that would have as support active
supervised credits, after that, throught transferring credit risk would improve the quality of credit portfolio
at the system level.

At the same time, appear the necessity to assess the effects of the rising cost of management of
credit risk based on following formulas, synthesized by Victoria Cociug in work “Banking Management”:

Interest _income — Interest _expenditure — DRPC

PC

where: RRCP - rate of return of credit portofolio, adjusted on risk; DRPC — breakdowns for

reduction for credit losses; PC — portofoliul de credite.

This indicator shows how profitable the bank is in terms of given credits by it. It shows the level of
income that is generated by credit activities after deductions of breakdowns for reduction for credit losses.
Thus, the breakdowns for losses on credits are the greater , the more income obtained from credit activities
will decrease. As a result, as lower the indicator is, as less profit will get the bank from its credit portfolio.

RRCP1 =

x100% (L.1),

Interest _income — Interest _expenditure — RC

CP
where: RRCP - rate of return of credit portofolio, after deducting remaining credits;
RC - remaining credits.
As previous indicator, this coefficient shows the level of income obtained by the bank from credit
operations after deducting remaining credits.
These two indicators demonstrate how effectively the bank manages its loan portfolio. Thus, as
higher the level of remaining credits is, as more losses bank suffers.
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Fig. 2. Variation of return of credit portofolio
Source: Calculated and made by author based on informations presented by NBM.

Analyzing the results of the national banking system, we conclude that the rate of return on the
credit portfolio indicates positive values in the period 2004-2009 and 2011. Detailed analysis shows that
the income generated from credit operations is able to cover expences for interest on credits and
reductions for losses on credits in the mentioned years, the result being materialized in profit obtained per
banking system from credit operations.

The implication of the financial crisis can be observed beginning with 2010 when it reduced income
from credit operations in conditions of increasing the expences for interest for credits and reduction for
credit losses. Similarly, negative oscillation is present and for the years 2012 and 2013, generating losses
in the banking system, instead of profitability from credit operations. Looking at the results of credit
operations after deducting remaining loans, we conclude that in the banking sector portfolio return have
comfortable values that vary between 7.94-14.21%.

Losses from credit operations is confirmed by variation of indicators characterizing banks' exposure
to credit risk, as we see in the following figure.

80
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net debts reported

70 on net credits, %
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Fig. 3. Trend of indicators of exposure at credit risk
Source: Made by author according with informations presented by NBM on
www.bnm.md/md/financial_indices_of bank_system.

For the period 2004-2008, for the banking system, sum of 10 largest net debt reported to net credits
was included into the permissible values per system (normative of NBM for the period 2004-2009 was
maximum 50%), reported results varying between 27.7-37%. For 2009-2010 with modification of the
maximum limit (for 2009-2013 the maximum limit was 30%) and negative situation on lending market is
observed as exceeding of these with 4.9% and 0.3% but, according with provisions of NBM from
Regulation on “big” exposures, unrespecting till December 31%, 2011 of the provided maximum limits are
not considered infringement, if such unrespecting occurred because of the exposures assumed by the bank
till the entry into force of the aforesaid Regulation. However, beginning with 2009 having observed a
decline of the resultative indicator at the minimum value for all analized period by 21.3% in 2013,
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which indicates a more rigorous monitoring of the process of credit giving. For 2014 we note an excessive
increase of this report to 69.13%, exceeding by 39.13% NBM limit, which is assessed as negative for
banking and crediting segment.

“Big” exposures reported to net credits indicates an irregular trend due to deviation in the volume of
given credits in the years of crisis and recession, however the minimum value is observed on 31.12.2011
and 31.12.2013 in the amount of 20.5% and maximum of 31.7% for 2005, but at the end of 2014 we see
an increase of this report to 23.5% due to the increase of large exposures.

Table 2

The problems of information asymmetry created on markets for credit risk transfer

Potential problems Effect of Characteristics of instruments that offer
relationship potential solutions
reduced incentives for creditor to | debtor — creditor | -context where used instrument improve -
eliminate low-quality assets creditor — credit provided by creditor
IS protection seller | - partial retention of risk by the creditor
3 selection problem: creditor buying | creditor — - context where instrument is used;
S poor-quality of assets protection, | protection seller | - standardized negotiation;
@ causing the cost of protection for - complexity of portfolio securitized
§ high quality assets instrument.
< incentives for asset managers in | creditor — - independent governance;
order to select low quality assets | protection seller | - strict rules for the assets selection;
(managed securitizations) - partial retention of administrator risk.
Reduced incentives for creditors to | debtor — creditor | -credit improvement providing by creditor;
monitor credits creditor — seller - partial retention of credit risk;
protection - monitoring regulations of documentation.
_?U Purchasing by creditor protection | debtor — creditor | the requirement to notify the debtor
& | against debtor willing
—= | increased incentives for creditors to | creditor — - trigger events;
S | premature trigger the risk protection seller | - using the monitoring of transfer of
= debtor — creditor | finances credit risk;
Protection seller (partially or fully) | creditor — - increase the transparency of all markets
on contingent payments protection seller | of credit risk transfer

Source: Adapted by author after Kiff, J., Michaud, F., Mitchell, J. [7].

Recommendations. Banks are the major share of market activities of transfer of credit risk. Their
involvement is contained into two categories. First, banks use transfer instruments of credit risk for
various purposes, such as diversification or hedging purposes in order to improve financing. These
activities are grouped under the heading of portfolio management. Secondly, some big universal banks are
involved in mediation of transfer instruments of credit risk. Thus, they do not engage in taking credit risk
or assumption, but providing services for investors through development and intermediation of transfer
products of credit risk and credit derivatives markets. Consequently, individual banks may be involved in
both portfolio management and intermediation activities, depending on their strategy.

In both activities of portfolio management and intermediation, banks may be engaged in initiating
of transfer instruments of credit risk. In the case of portfolio management, a bank creates transfer products
of credit risk based on balance assets. The motivation is to improve financing or capital management.

So, we opt for transfer of credit risk for the following reasons:

- risk decreasing regarding individual entities, in order to obtain benefits from capital management

and maintaining regulatory capital;

- access the funds through securitization;

- diversification of credit risk by claims purchasing on societies which otherwise, would not be

accessible to them;

- hope to increase the incomes by transfer instruments of credit risk.

For most banks, the importance of transfer instruments of credit risk remains limited. However,
some banks already use transfers of credit risk.
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According to financial reports, drastic changes in the business models of banks are still expected in
terms of the deep changes at the global level. Most of the banks consider that transfer of credit risk, as
part of their strategy, can be, relatively easily integrated into their current business. In their strategy, some
banks, mostly intermediate, mentioned a business strategy and explicit need of transfer of credit risk.
Deepening and expanding of transfer markets of credit risk has been regarded as a potential which will
allow banks to make major changes in their business strategies.

Here can be identified many examples of benefits from the transfer of credit risk. These include:

- separation of risk credit from financing risk and market risk;

- time isolation of credit risk;

- separation of credit risk classes, allowing distribution to different levels of risk appetite;

- banks accept to choose keeping of ownership right, when transfer of credit risk allows

specialization, loan “separation” from credit risk, and relaxation from regulatory constraints.

The recommendations comming from working group consisting of representatives from Bank of
International Regulations are:

1. Market participants should use instruments for credit risk transfer in a compatible manner with
the policy of risk management, approved by their board of directors or equivalent governing
body and implemented by top management.

2. Market participants on trading instruments of transfer of credit risk should have the capacity to
understand and assess the risks regarding to inherent credits in such instruments. This should
include the ability to understand the variables influencing on the instrument assessment and how
the instrument asessment will be affected by changes in this variable. Banks, that perform
transactions of tranfer of credit risk, should be able to evaluate on a comparable basis the credit
risk, no matter of how it appears on the balance transaction.

3. Banks based on models of assessing credit and on instruments of transfer of credit risk should
have sufficient staff and enought experience to understand correctly the assumptions and
limitations of these models and accordingly to use them.

4. Market participants should understand the nature and scope of external ratings assigned
instruments of transfer of credit risk, especially collateral obligations (CDO), how they differ
from external ratings assigned to other types of instrumets and way how methodologies rating
different from rating agencies.

5. Market participants investing in dynamic structures should carefully evaluate the report of the
manager, nature of appreciation from manager and potential conflicts of interest. Key problems
in this regard include factors that require or prevent certain actions, provisions governing the
diversion of cash flows to various tranches and the ability or right to substitute reference credits.

6. Counterparty credit risk, that result from transactions of credit risk transfer without reserve
forming should be actively managed, at least on the same standards applied to other derivatives
financial instruments on the extra bursary market. Especially, for risk management, counterparty
credit exposures on derivatives instruments and other credit exposures at the same counterparty,
should be aggregated taking into consideration enforceable agreements of compensation. Credit
exposures of counterparty should be frequently calculated (in most cases, daily), and in relation
to credit limits.

7. All market participants should pay attention to the legal documentation regarding the
instruments for credit risk transfer, like range of credit events covered by instruments of credit
risk transfer and clear and unambiguous identification of underlying reference entities.

8. Before entering into a transfer transaction of credit risk, market participants shlould count
necessary estimates in order to clearly identify the legal responsibilities of the counterparty
or client, depending on their role in transactions and take into account that the counterparty
or client have legal authority to enter the transaction. More than that, dealers and end users
should have space in processes in order to evaluate and control the reputational risks involved in
the transaction.

9. Market participants, especially banks, that offer possibility to use transfer instrument of credit
risk, should take care to ensure compliance with all relevant laws and regulations, which relate to
participation in transactions for the transfer of credit risk.
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10. Market participants should execute confirmations and other documents associated with a
transfer transaction of credit risk immediately after the transaction was realized. Market
participants should establish clear standards or guidelines for periods of time that should be
allowed for the exchange of documents and confirmations. Banks, which usually offer
summary information and breakdowns of credit exposures for credit portfolios, should take
into account the presentation of information that describes how transfer transactions of credit
risk affect these summary measures and breakdowns of credit exposure. Market participants,
like insurers, that take credit risk as underwriters, should take into account the information
about the quantity of such exposures and associated provisions.

11. The Commission’s efforts for global financial stability for developing mechanisms that identify
better information about aggregate credit risk should be strongly supported by supervisory
authorities and market participants.

12. Supervisory authorities should take necessary measure to facilitate their understanding
regarding transfer transactions of credit risk. This includes necessity to attract and maintain
qualified personnel, implementation of training procedures in order to improve staff knowledge
and perception.

13. Supervisory authorities should periodically review regulations, supervisory guidance and
reporting mechanisms, that are relevant for transactions of credit risk transfer. In many cases,
orientation of supervision and reglementations applicable for extra bursary derivate financial
instruments are not specifically adapted for transactions with financial instruments of credit
derivatives. So, may be circumstances where regulations, guidance reporting or supervisory
mechanisms of supervision should be adapted for more effectively achievement of their
specific objectives. Supervisory organs should make efforts for better understanding
accounting approach of transfer transactions of credit risk and their implications, seeking to
ensure a contribution of vast knowledge in development of adequate accounting standards for
transfer transactions of credit risk.

14. Supervisory authorities should continue efforts to share information regarding activities of
credit risk transfer with the goals of strengthening mutual understanding of the evolution of
credit risk and improvement practices of risk management by market participants. Especially,
supervisors authorities should exchange information about regulatory approaches adopted in
areas, like minimum capital and securitization, for a better understanding of possible
interactions between different approaches and incentives, that these interactions could create
for market participants [3].

Credit risk transfer produce a compromise between an improvement in risk ensuring and liquidity
management (positive effect) and a reduction of banks' incentives to monitoring (negative effect). Optimal
instruments of transfer of credit risk are based, rather, on credit portfolios than on individual loans and
hace credit guarantees for consolidation. But level of credit accessory must be clearly defined, being
present a temporary defined interval. Outside this interval, monitoring incentives are undermined.

Conclusions. Following worldwide talks appeared need to assess the problems in the credit risk
transfer, that are important from perspective of financial stability, being highlighted three aspects:

1) implication of derivate financial instrument in realization of credit risk transfer;

2) the level where participants of market of credit risk transfer understand involved risks;

3) the impact of credit risk transfer in excessive concentration of credit risk within or outside the

regulated financial sector.

Transfer of credit risk facilitates the distribution of credit risk. It is clear that selling protection of
transfer of credit risk is equivalent with improvement the liquidity of the financial system.

Successful transfer of credit risk and creation of sustainable qualitative market would not have been
possible without the strong influence of financial institutions, particularly banks.

Regarding to general process of financial disintermediation, that is accelerated by markets credit risk
transfer, should be differentiated between effects of capacity (for example, infrastructure, market creation),
effects of information (for example, transparency, disclosure, adverse selection) and effects of coordination.

So, the transfer of credit risk, as an efficient and modern concept, certainly, should be interesting for
all banks, from all banking systems where banks act, from other hand, we have to recognize that few
banks are able to protect themselves against risk, due to lack of adequate markets, which is an important
condition for the successful implementation of the concept of credit risk transfer.
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INVESTMENTS AND ENTREPRENEURIAL FACTOR
IN PROVIDING SUSTAINABLE JOBS

Igor PRISAC?, PhD, Lecturer,
“Divitia Gratiae” University

The topic of creating decent jobs in the Republic of Moldova is one of the most actual issues that
touch both the society as well as the authorities of the country. The main goal of this scientific paper is to
analyse how investments in the economy impacted the creation of welfare and decent jobs for the
population of the Republic Moldova and what are the main factors that are able to generate this outcome.
The main results of the research consist in the argumentation that creation of decent and sustainable jobs
can happen not just relaying on attracting FDI, but mainly on the consolidation of the local
entrepreneurial factor and enhancement of SMEs. Investment in local SMEs by information, expertize,
financial support, the right legal frame and development of human capital is a key element in developing
the entrepreneurial factor that brings sustainable jobs. The methodology of research includes a classical
approach and empirical research, such as methods of comparative, historical-analytical, systemic
analysis and quantitative and qualitative analysis.

Key words: local investments, FDI, entrepreneurial factor, decent jobs, export, economy, SMEs,
human capital.

Tematica credrii locurilor de muncd decente in Republica Moldova este una dintre cele mai actuale
provocari, adresate atdt societatii, cat si autoritatilor tarii. Scopul principal al acestui articol stiintific
este de a analiza modul in care investitiile in economie au determinat crearea bundstarii si a locurilor de
muncd decente si durabile pentru populatia Republicii Moldova §i care sunt factorii ce pot genera aceste
urmdri. Principalele rezultate ale cercetarii constau In argumentarea urmatorului fapt: crearea locurilor
de muncd decente si durabile poate avea loc nu doar prin atragerea ISD, dar, Tn mare parte, prin
consolidarea factorului antreprenorial local si prin consolidarea IMM-urilor. Investitiile in IMM-uri prin
informare, expertiza, suport financiar, cadrul legal favorabil si dezvoltarea capitalului uman joacda un rol
cheie Tn dezvoltarea factorului antreprenorial, care, la randul sau, genereaza locuri de munca durabile.
Metodologia cercetarii include abordarea clasicd si cercetarea empiricd. Astfel, mentionam: metoda
analizei comparative, istorico-analiticd, sistematicd, dar si analiza cantitativd si calitativd.

Cuvinte-cheie: investitii locale, ISD, factor antreprenorial, locuri de munca decente, export,
economie, IMM, capital uman.

Tema o cozdanuu xopouto oniauusaemvix pabouux mecm 8 Pecnyoauxe Mondoea sasnsiemcs 00HOU
U3 CaMblX aKmMyalbHblX, OHA KACAEMcs KaK 0buecmea, max u pykosoocmea cmpauul. 1 1asHoui yenio s3moti
HAYYHOU cmamvu AGNAeMCs aHAIU3 MO20, KAK UHBECTNUYUU 8 IKOHOMUKY 6bI3blealom cOo30aHue
Onaeononyuus U XOpoulo ONIAYUBAEMBIX, YCMOUYUBLIX paboyux mecm Oas Hacenenus Pecnybnuku
Monoosa, u kaxosvl ¢haxmopwl, npusodswue K maxum pesyromamam. [nasHvlil pe3yromam 3moeo
UCCNe008AHUS COCIOUM 8 aPSYMEeHMAYuy mozo, Ymo co30anue XOpouio ONIAuUBAeMblX U YCMOUYUBLIX
pabouUx Mecm GO3MONCHO He MOJbKO Yepe3 npsamble 3apyOedcHble UHEeCMUYUU, HO 6 3HAYUMENbHOU
cmenenuy 61a200aps KOHCOMUOAYUU MEeCMHO20 NPEONnPUHUMAMENTLCKO2O (AKmopa U pa3eumusi MAaibix u
cpeonux npeonpusmuii (MCII). Uneecmuyuu ¢ MCII uepes ungpopmuposarnue, sxcnepmu3sy, QuUHAHCO8YIO
nO00ePICKY, ONA2ONPUAMHOe 3AKOHOOAMENbCMBO U PA36UMUe UYel08eHecK020 KAnumaia uspaom
KIH0Ue8y10 poilb 8 PA38UMUU NPeOnpUHUMAMENbCKO20 (hakmopa, KOMopblll, 8 €800 ouepelds, 2eHepupyem
yemouyusvle pabouue mecma. Memoodono2us uccie008anusi 6KIIOYAEN KIACCUYECKUL U IMAUPULECKUL
NOOX00bl, KAKOBLIMU SGIAIOMCS  MemoObl  CPAGHUMENTbHO20 —AHAIU3A, UCMOPUKO-AHATUTHUYECKUI,
CUCTMEMHBITL MEMOObL, A MAKHCe KOIULeCMBEHbIIL U KAUeCMBEHHbII AHAIU3.

Kntouesvle cnosa: mecmuvie ungecmuyuu, ITHU, npeonpunumamensckuti paxmop, 0ocmouinas
3aHAMOCMb, IKCNOPM, IKOHOMUKA, MATble U CPEOHUE NPEONPUATIUSL, Yel08eYeCKUll KAnumai.

JEL Classification: O11; F43; G15; G19.
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Introduction. In the last 3 decades, the Republic of Moldova passed through more economic stages
of development that expressed more or less success on the population’s welfare and level of life. The
reforms implemented in the ‘90 linked with the economic liberalization and public goods privatization had
little effect on creating decent jobs and eradication of poverty. This process laid more to the allotment of
the oligarchs and officials at different levels. Our government was concentrated mostly on macroeconomic
reforms, but insufficient in enhancing the micro level and its synergy with the macro- or world economy.

At the beginning of 2000 the Moldovan leadership started a new process of economic reforms that
was concentrated again on macroeconomic reforms aimed to be more on the side of big companies and
political interests of the ruling parties. The aim of these institutional actions was to promote Foreign
Direct Investments (FDI) and exports in order to enlarge the market and to generate added value.
Although the statistics shows us that there were registered little progress of economy and foreign trade
with goods proved a negative trade balance since the Republic of Moldova got its independence.

A new tendency of the Moldovan economy is the association and integration in EU as a big
economic attractor of the Eastern Europe countries. The integration in EU as a strategic economic
objective of the Republic of Moldova is free access to the Western European market and access of EU
structural funds and private FDI. The final outcome of the process ought to be the creation of decent jobs,
the reduction of human trafficking and the improvement of living standards.

In our approach, the transition of Moldova’s economy has more stages, expressing more steps in
attracting FDI in order to create jobs, added value and increase the export of goods in the foreign market.
These steps are linked more with the economic liberalization and public property privatization, elaboration
of strategies on investment attraction and export promotion, and EU association (2010 — present) [1].

In comparison with the neighboring countries, the FDI on capita in the Republic of Moldova is
lower, and we still aren’t economically attractive for international companies due to political reasons and
justice issues.
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Fig. 1. Inward foreign investments stocks per capita, 2005-2013
Source: Created by author based on UNCTAD Reports [onling].

Although we can observe a slight increase in the FDI since 2005 due to the economic reforms and
approval of the National Strategy on the Investments Attraction and Promotion of Exports for 2006-2015,
the competitiveness of our companies and economy is still an issue because the exports proved a lower
performance during the same period of the time. The balance of the trade is still negative and only the
exports of services proved a positive trade balance between 2011-2013. This shows us that FDI most of
the time will have a limited contribution to the added value in economy and in the increase of exports of
goods by Moldovan companies able to create sustainable and decent jobs, able to bring enough currency
in the country and consolidate the national financial system (See Figure 2). Most multinational companies
that have invested in our country are mostly interested in outsourcing and use of the cheap labor force,
even though in the beginning, they create a lot of new jobs or bring new technologies, but as soon as the
conditions are no longer favorable, they live in the country and withdraw the investments. Also, it has
been already registered more cases in the Republic of Moldova when big foreign companies manipulated
our government in order to get more tax redemption as well as more preferences, otherwise they will close
the companies and withdraw the investments, that can create more social problems for the country rather
than solving them.
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Fig. 2. Share of investments stocks and volume of exports compared to 2005, %
Source: Created by author based on NBM Reports [online].

Also, foreign companies are not paying the taxes for income in the county of its economic activity
because this is repatriated in the country of its origin, taxes that could contribute to solving social issues in
the Republic of Moldova. In addition, a big part of FDI is coming from countries with a high tax
preference and offshore financial center such as Holland, Cyprus, Switzerland, or countries with
investment companies which are often involved in money laundering such as Russia.

National
Budget
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Other
sources;
Foreign 21,50%
investments;
8,10% Sources from

’ entreprises;

Population 57,20%
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Fig. 3. Structure of investments in fixed assets
on financing sources in the Republic of Moldova, 2012
Source: Created by author based on NBM Reports [online].

Taking into consideration the facts mentioned above, we consider that FDI are not key players in
creating sustainable and decent jobs, or in stopping mass migration of Moldovan population to richer
countries. The statistics are showing that since its independence, the biggest part of investments in the
country’s economy were the local ones. In 2012, from the total investments, 57.2% comes from local
enterprises and, by including the population investments of 2.5%, the majority of the investment done in
our economy belongs to the local private sector. This structure and trend is not characteristic only for the
Republic of Moldova which is a poor country, but also for more developed countries from the region such
Romania, which GDP per capita is 4 time bigger than the one from the Republic of Moldova (See Figure
4). The main factor that drove the development of big national economies consisted not of FDI in the first
place but due to the development of the entrepreneurial factor.

The production factor that leads to the creation of added value in an economy is land, labor force,
capital and entrepreneurial skills of the population. For the new independent state of the Republic of
Moldova at the beginning of ‘90 remained with land, cheap labor force and a vast fixed capital that
deteriorated in the next few years of its independence.
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Fig. 4. Structure of investments in fixed assets on financing sources in Romania, 2012
Source: Created by author based on the Reports of National Institute of Statistics of Romania [online].

The missing factor that our population has lacked was the entrepreneurial one, annihilated in the
time of the Soviet Union domination over this region when any social or economic initiative and activity
was illegal. The main reforms that our former new democratic government should have implemented were
to finish the privatization process in maximum 3 years since 1991 and to stimulate the development of the
Small and Medium Sized Enterprises (SMEs) in the ‘90 that represents the real stimulator of
entrepreneurship in a country. Unfortunately, our government started to promote SMEs much later
through stimulation programs and state agencies such as ODIMM (Organization of the Development of
SMEs Sector), founded in 2007.

Our country has a big potential in developing the entrepreneurial skills and, with little investment
in this factor in the last decades, we still have a positive ROA in some units of the system. Overall, the
Moldovan economic output is positive, especially if we consider its ROA for 2010 and 2011 which was
8.2% (See Table 1), comparing it to Romania that proved the same indicators® for the first decade on the
century. The threat is that in the last few years its overall profitability significantly decreased to just 2%
being a threat to more economic indicators as well as social.

Table 1
Return on Assets (ROA) for 2009-2013 (%)
ROA (%)
2009 2010 2011 2012 2013

Total, of which: 2.5 8.2 8.2 2.5 2.1
Agriculture, hunting and forestry -2.8 12.9 12.8 0.9 3.9
Fishery -2.8 -98.8 -2.0 -4.8 -3.5
Mining industry 0.2 0.6 0.7 0.1 0.5
Manufacturing 0.0 7.0 7.6 2.1 2.6
Energy sector -6.6 14 2.1 0.3 -5.1
Construction 5.0 111 8.7 2.4 3.1
Trade 6.4 16.0 14.0 4.5 4.6
Hotels and restaurants -1.4 10 3.2 -4.2 -1.6
Transportation and communication 115 9.9 10.5 5.9 55
Financial activities 1.9 3.4 6.7 5.5 8.7
Real estate transactions, rentals and services

delivered to enterprises 1.3 7.6 7.7 2.6 -1.3
Education and training 10.8 111 7.1 1.9 0.7
Health and social assistance 9.6 3.5 0.2 -1.6 -1.1
Other services -1.7 -1.1 -1.2 -5.9 -3.9

Source: NBS Reports (2009-2013).

Y Rolul companiilor nefinanciare din Romdnia in asigurarea si mentinerea stabilititii financiare. Banca
Nationald a Romdniei. http://bnro.ro/SearchResult.aspx (quoted 05.06.2015)
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In developed countries from Europe the majority SMEs represents 98-99% and this sector holds and
creates the biggest number of jobs. In Switzerland, the share of employees in SMEs is around 70% from
the total. In the Republic of Moldova, the total number of SMEs was of 50.9 thousand in 2013 [3];its
share from the total was 97%, being lower than in development countries from Europe (See Figure 5).
Although the majority part of employees is working in SMEs, there is a tendency of decreasing from 59 to
56% in favor of big companies which puts our economy in a risky situation when big companies will use
the cheap labor force of our population and national income will not significantly increase.
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Fig. 5. Evolution of employees on the type of enterprises 2009-2013
Source: Created by author based on NBS Reports [online].

With this analysis of facts, we can recommend to the NGOs and political authorities to invest in the
local business initiative that can contribute to the national income. We need entrepreneurs with good
ideas, financial management skills, business planning skills, business people which are able to feel the
market, more supply chains, and last but not least, to invest in human capital that brings the most added
value in companies and in the economy.

The economic situation and the assurance of jobs in the Republic of Moldova depends mostly not
on FDI or international grants, but on the entrepreneurial abilities of the population and local investments
in fixed assets as well as in human capital. In a developed state, the majority of jobs are provided by the
SME sector that largely corresponds with family business which is a generator of business innovations.
That is why, this factor must be stimulated as a first priority through training, the right legal frame,
financial support and expertize both from the state and civil society. In the Republic of Moldova there are
profitable economic units (See Table 1) and in an aggregate view we have a positive ROA that means we
have a big human potential and entrepreneurial factor.

Conclusion. As a conclusion there is a direct link between the entrepreneurial factor and the
problem of decent jobs that most of the times cause premises for human trafficking from the Republic of
Moldova to the consuming countries. This link is reflected in the level of national income and the
population occupation that is much lower in comparison with the European countries.
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GRADING OF INDUSTRIES BY SIZE CRITERION
AND ITS IMPACT ON THEIR PLACE AND ROLE IN ECONOMY
OF AGRICULTURAL ENTERPRISES

Irina ARTEMENKO?, Graduate Student,
Kyiv National Economic University named after V. Hetman

We find it reasonable to determine the importance (place) of an industry for an enterprise based on
such indicators as the share of costs of the industry (production consumed resources) in the total
operating costs of the enterprise and the scope of these costs per unit of land area, and to determine the
role of an industry based on the share of the operating profit of the industry in the operating profit of the
enterprise, the operating profit of the industry per unit of land sales, and the return on sales of the
industry products.

According to the place and role of an industry in the economy of an enterprise, a size-based scale of
industries was proposed, distinguishing auxiliary, minor, small, supplementary and key industries. It has
been proved that enterprises with large-sized land areas normally afford developing minor industries,
whereas smaller enterprises place an emphasis on the development of supplementary and key industries.

It has also been established that the place of minor and small industries is overestimated in the
economy of enterprises because of their inefficiency as compared to their role and contribution to the
development of such enterprises. Conversely, supplementary and especially key industries play a crucial
role in ensuring the profitability of production.

Key words: concentration, production direction of the enterprise, specialization of the company, the
size of the industry to the place of the enterprise sector.

Tn prezentul articol este cercetatd valoarea (locul) industriei pentru intreprindere conform
indicatorilor ca pondere a industriei cheltuielilor (resursele de producere si de consum) in costurile totale
ale companiei si marimea acestor costuri pe unitate de suprafatd de teren, iar rolul industriei — conform
raportului de operare a industriei Tn profitul intreprinderii, profitul operational al industriei pe unitate de
teren si rentabilitatea vanzarilor de produse ale industriei.

In conformitate cu locul si rolul industriei in economia companiei, este propusa grila industriei in
baza dimensiunii acestora, printre care: cele comunale, marunte, mici, suplimentare si principale. A fost
demonstrat faptul ca industria mica, de obicei, isi permite sa dezvolte mai mari dimensiuni de teren pentru
companie, In timp ce companiile mai mici se concentreaza pe dezvoltarea industriilor principale si
suplimentare.

Cuvinte-cheie: concentrare, directie de productie a intreprinderii, specializarea companiei,
dimensiunea industriei la locul sectorului intreprinderilor.

Ilpeonosiceno 3nauumocmov (Mecmo) ompaciu O NPeOnpusmus Onpeoeisimo NHo  MAKuM
noxazamensim, KaxK VOeabHbulll 8ec pacxo008 Ompaciu (Npouszso0CmeeHHO-NOMpeOIeHHbIX pecypcos) 8
00WUX ONEePAYUOHHBIX PACX00aX HPEONpUAmuUs U paAsMep 3MUX pacxo008 HA eOUHUYY 3eMenbHOll
nIoWaou, a poirb OmMpaciu — no YOerbHOMY 8ecy ONepPayUoOHHOU NPUOBIIU OMPACTU 6 ONEePaAYUOHHO
npubvLiu  NPeOnpuasmuUsl, ONnepayuorHass Npudbblib OMPACIU HA eOUHUYY 3eMeIbHOU NIowaou U
peHmabenbHOCHb NPOOAXCU NPOOYKYUU OMPACTIU.

B coomsemcmeuu ¢ mecmom u ponvio ompaciu 68 IKOHOMUKE NPeOnpusmust NPeodioNceHa WKaa
epadayuu ompaciell no ux pasmepy, 8bloeus cpeou Hux no0coobHbvle, MeaKue, Manvle, OONOIHUMENbHbIE U
enaguvle. Joxazano, umo MenKue Ompaciu, Kaxk Npasuio, no360Jsiom cebe pazsueamv Oobuiue no
pasmepy 3eMenbHol NAOWAOU NPeOnpusimus, mo20d Kax MeHbuiue Npeonpusmus 21aeHoe GHUMAHUe
COCPedomoyUBaOm Ha pa3eumuu 2AA6HbIX U OONOTHUMENbHBIX OMPACell.

Yemanoeneno maxoice, umo 6 skonomuxe npeonpusmuUs Mecmo MeaKux u MAivlx ompacieli yepes
Ux HeaPHeKmusHOCMy 306bIUIAEMCL 6 CPAGHEHUU ¢ UX pPONbIo U 6KIAOOM 6 pa3sumue maKux
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npeonpusimutl. M naobopom, ponb OONOIHUMENLHLIX U OCODEHHO 2NABHbIX OMpAciell CMAHOBUMCS
pewaioweli 8 obecneueHuu NPUOLLILHOCHU NPOU3B00CEA.

Knwuesvie cnosa: xonyenmpayus, npouzso0CmeeHHOe Hanpasienue npeonpusimus, CReyuaIu3ayusl
npeonpusmusi, pasmep ompaciell npeonpusmusl, Mecmo Ompaciu HPeonpusmus.

JEL Classification: Q1; H50; P17; R5.

Problem statement. Specialization and concentration of production of economic entities are
important economic processes in the management system of the agro-industrial complex.

Such terms as “enterprise production line” and “enterprise specialization” are often used in
economic literature. Moreover, there is no clear distinction between these concepts, and frequently they
are treated as synonyms. Therefore, this aspect of the problem requires additional study with due regard to
the size of industries.

The issue of grading of industries by their size has remained underexplored until today, which
complicates the problem of determining their place and role in the economy of enterprises, and therefore
in the reasoned formation of their industrial structure and clear definition of the production line or
specialization of such economic entities. Another question requiring further study is the impact of not only
the level of production concentration, but also the “status” of an industry according to its size and role in
the enterprise economy on the efficiency of industries.

Analysis of major studies and publications. The questions of specialization and industrial
structure of enterprises are predominantly treated in general terms in economic literature. However, the
guestions of industry size and the impact of industries on the economy of enterprises are considered only
in individual works, notably without detailed substantiation of criteria for the classification of such
industries according to their size, and without exploration of the effect of different size industries on the
economy of enterprises. The substantiation of the methodological approach to determine the production
line of enterprises and their specialization remains underexplored.

The insufficient scientific development of the specified issues stipulates the relevance of this article
and determines its purpose. The latter consists in substantiating the grading of industries according to their
size, defining the indicators of their place and role in the economy of enterprises, distinguishing between
the concepts “production line” and “enterprise specialization” on this basis, and determining the impact of
the status of industries on production efficiency.

Presentation of the main content. Specialization and concentration of production of economic
entities are important economic processes in the business system of the agro-industrial complex. Narrower
specialization allows commodity producers to concentrate limited resources on the production of one or
several types of technologically connected products and, concurrently, organize it on a larger scale. Thus,
these two processes are interconnected and interdependent, which is one of the essential factors of rational
production organization and enhancement of profitability of agricultural enterprises.

There are also reasons to believe that the concentration level of an agricultural enterprise
of a certain industry and the level of its specialization in the products of this industry are closely interrelated.
In general, it can be described with the following tendency: the higher the level of concentration
of a particular industry, the higher the level of specialization of an enterprise and the output of products of that
industry. We hereby stress that this is only a general tendency which may have significant deviations
for certain reasons.

Primarily, it should be noted that in order to achieve the purpose of the article the list and size of
industries have been determined in terms of the cash proceeds structure (net income), and the
concentration of production was assessed by means of the total volume of sales of a certain industry, the
volume of sales per unit of land area, as well as the volume of operating costs incurred by a particular
industry. As the importance of industries is far from being the same for an enterprise, a need arises to
define their place and role in the economy of such a business entity.

There are economic reasons to believe that the place of an industry in the economy of an enterprise
can be displayed by the share of the industry costs (production consumed resources) in the total operating
costs of the enterprise and the size of these costs per unit of land area. The role of an industry in the
economy of an enterprise is represented by such indicators as the share of the operating profit of the
industry in the operating profit of the enterprise, the operating profit of the industry per unit of land sales,
and the return on sales of the industry products.

The approach provided to determine the size, place and role of industries creates a scientific
foundation for grading industries according to their size and for the distinction between the concepts
“production line” and “enterprise specialization”.
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Presently, there is no clear distinction in the use of the aforesaid concepts in the literature. There is
a viewpoint equating these concepts [2], but we believe that they are different, therefore they should be
considered as independent, based on the place and role played by an industry in the economy of an
enterprise. This approach solving the present problem requires grading industries by their size. It should
be pointed out that according to our observations economic literature contains no studies dedicated to the
substantiation of marginal limits which could serve as the basis to identify a particular industry according
to its place and role in the economy of an enterprise.

Based on the analysis of factual material on many enterprises in terms of the cash proceeds
structure, we have reached the conclusion that it is reasonable to use the following industry
size grading scale which is closely correlated with the place and role of industries in the economy of an
enterprise (see Table 1):

o auxiliary industries, i.e. industries the products of which are manufactured for internal economic
needs and do not assume the commaodity form;
minor industries with the share in the cash proceeds structure up to 5%;
small industries with the share in the cash proceeds structure from 5 to 10%;
supplementary industries where such a share is within the range from 10 to 19%;
key industries with the cash proceeds share of 20% or more.

We consider well-reasoned the point of view according to which the production line of an enterprise
is formed by supplementary and key industries of the agricultural enterprise, and that it is reasonable to
formulate the name of such a line based on the range of industries the shares of which take the first three
places in the descending rank of cash proceeds structure [1, p. 632].

If, for example, only two of all commodity industries of an enterprise meet the criteria of
supplementary and key industries, the production line should be formed only based on these two industries.

Specialization of an enterprise is formed only by those key industries which occupy a dominant
position in the economy of the enterprise, and hence in the cash proceeds structure. It is commonly
believed that if a certain industry occupies 90 percent or more in the cash proceeds structure of an
enterprise, the enterprise is highly specialized, and if an industry occupies 50 percent or more, the
enterprise specializes in this sole industry. An enterprise specializes in two industries if their total share in
the cash proceeds structure is 67 percent or more, with each of the industries occupies at least 25% of the
cash proceeds. Finally, an enterprise specializes in three industries if their total share is 75 percent or
more, with each of the industries occupies at least 20% [1, p. 634].

Given the above, there are reasons to make such a distinction in the use of the concepts “production
line” and “specialization” of an enterprise. In particular, it is reasonable to use the term “enterprise
specialization” when an enterprise can be identified as highly specialized or specialized in two or three
industries based on the calculated cash proceeds according to the defined criteria. If such identification is
not possible, it is justified to use the concept “production line of the enterprise”, as defined according to
the previously set out methodical approach.

The study of an impact of the size of industries on their place and role in the economy of an
enterprise was conducted using the examples of selected enterprises of Kyiv Region. The results obtained
are shown in Table 1.

The obtained study results show that enterprises smaller in size do not afford developing industries
smaller in size (minor and small), thus key and supplementary industries dominate in them. Normally,
small industries can be developed by enterprises large in land area, while enterprises focusing on a key
industry have a smaller land area, using it primarily to ensure functioning of the key industry. The results
of this study also demonstrated that small and minor industries have low efficiency, causing the loss of
27.87 and 29.14 UAH/ha, while supplementary and key industries brought profit in the amount of 67.51
and 345.04 UAH/ha. Such an indicator of industry role in the economy of an enterprise as return on sales
has a similar tendency — from -23.15% in minor industries to 11.66% in key industries.
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Table 1
Grouping of Kyiv Region enterprises according to the size of their industries
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Enterprises with minor industries
65 202 |3 301.7 | 1.67 | 2506.3 | 120.4 | -69.85 | -27.87 -23.15 | 2.12 371.57
Enterprises with small industries
58 101 1.7 1362.3 | 7.33 2459.4 | 553.9 -71.67 | -29.14 -5.26 | 8.08 1434.00
Enterprises with supplementary industries
55 122 2.2 2011.8 | 13.96 | 21439 | 938.4 144.72 | 67.51 7.19 13.74 1867.04
Enterprises with key industries
76 123 1.6 5571.7 | 39.58 | 1883.5 | 2958.1 | 649.90 | 345.04 11.66 | 37.70 4921.84

Source: Calculated by author based on statistics of enterprises of Kyiv region.

Places of different size industries in the economy of an enterprise draw particular attention. As seen
in Table 1, the share of costs of minor and small industries in the total costs of an enterprise (2.12 and
8.08% respectively) is bigger than the share of these costs in the cash proceeds structure (1.67 and 7.33%),
which causes their unprofitability. Supplementary and key industries are characterized by the opposite
correlation of these indicators, namely 13.74 and 37.7% against 13.96 and 39.58%. Thus, the place of
minor and small industries in the economy of an enterprise is overvalued because of their inefficiency as
compared to their role and contribution to the development of such enterprises. Conversely, the role of
supplementary and especially key industries is crucial to strengthen the economy of business entities.

The concentration factor became one of the most important conditions for the formation of quite
different roles of different size industries in the economy of enterprises. In this context, economic interest
represents a peculiar progress of concentration indicators — sales per enterprise and costs
per enterprise — obtained from minor, small, supplementary, and key industries. If average proceeds of
enterprises from a minor industry are taken as 100% (301.,700 UAH), the average proceeds from a small
industry are 4.5 times higher, the average proceeds from a supplementary industry are 6.7 times higher,
and the average proceeds from a main industry are 18.5 times higher (5.571.700 UAH). Concurrently, the
increase in concentration in terms of costs is slower: operating costs increased averagely by a factor of
3.86 as compared to this indicator for one minor industry, by a factor of 5 as compared to one
supplementary industry, and by a factor of 13.2 as compared to one key industry.

This peculiar progress of the studied concentration indicators was the reason for the reduction of
unprofitability of small industries in comparison with minor industries on the one hand, and for the
profitability of supplementary industries and significantly higher profitability of key industries on the
other hand.

For the purpose of a more detailed study of the impact of concentration on the place and role of an
industry in the economy of an enterprise, combination grouping was carried out with the distinction of
subgroups for each of the distinguished industries by the size criterion. The subgroups were formed
according to the cash proceeds obtained from the respective industry (Table 2).
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Table 2
Grouping of Kyiv Region enterprises according to the size
of their cash proceeds in terms of minor, small, supplementary and key industries
[38]
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Enterprises with minor industries
Up t0300 128 | 87.90 0.64 2120.76 | 41.45 -42.61 -20.09 | -48.47
From 301 to 500 35 | 385.36 2.34 2377.89 | 162.06 -106.79 | -44.91 | -27.71
More than 501 39 |928.42 2.75 3886.81 | 238.86 -126.09 | -32.44 | -13.58
Enterprises with small industries
Up to 600 28 | 357.76 6.56 988.51 361.92 -7.18 -7.27 -2.01
From 601 to 800 15 | 675.09 6.51 1546.61 | 436.49 -84.58 -54.69 | -12.53
More than 801 58 | 2025.04 7.49 3405.58 | 594.62 -99.46 -29.21 | -4.91
Enterprises with supplementary industries
Up to 900 33 |590.31 12.88 | 916.61 644.01 8.15 8.90 1.38
From 901 to 1800 32 |1238.30 13.74 | 1516.01 | 816.82 69.22 45.66 | 5.59
More than 1801 57 | 3268.93 14.13 | 3206.85 | 1019.36 | 266.18 83.00 |8.14
Enterprises with key industries
Up to 2000 31 | 969.90 29.09 | 648.13 1496.47 | 130.92 201.99 | 13.50
From 2001 to 5000 54 | 3417.29 28.98 | 1735.03 | 1969.58 | 483.22 278.51 | 14.14
More than 5001 38 | 12387.47 | 47.48 | 3102.39 | 3992.89 | 1310.15 | 422.30 | 10.58

Source: Calculated by author based on statistics of enterprises of Kyiv region.

According to the results of the study by analytical groupings, the following generalizations
can be made. The groups of enterprises with minor and small industries have subgroups with practically
the same level of production concentration (volume of product sales): this figure is respectively
385.360 UAH in the second subgroup of the first group (minor industries), and 357.760 UAH in the first
subgroup of the second group (small industries). However, the results of functioning of these subgroups of
industries differ significantly as to the key indicators of their role in the economy of enterprises.
At the same level of concentration of production, minor industries as compared to small industries cause a
substantially greater loss per unit of land area (about 45 UAH/ha) with a high level of
sales loss ratio (-27.1%), while in small industries these figures are much smaller - 7.27 UAH/ha and
2.01% respectively.

The most probable reason for the lower loss ratio of small industries in comparison with minor
industries at the same scale of production is the fact that the management of enterprises pays much less
attention to the development of minor industries (their share in the cash proceeds structure is only 2.34%)
because of their minor role in the economy of enterprises. Attention of the management to small industries
is a little higher as their share in the cash proceeds structure is 6.56%, therefore their loss ratio decreases
substantially.

The reasonableness of this generalization increases significantly when comparing the efficiency of
functioning of minor industries with a higher level of concentration (the third subgroup of the first group
of enterprises with the sales volume of 928.420 UAH) with the efficiency of key industries (the first
subgroup of the first group of enterprises) having practically the same level of concentration of
production — 969.900 UAH. When the indicated minor industries are unprofitable for enterprises, key
industries with the same scale of production are profitable with 13.5% return on sales and 202 UAH mass
of profit per 1 ha.
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The reason for this phenomenon lies again in different importance (role) of industries — minor and
key — in the economy of enterprises. When minor industries occupy only 2.75% in the cash proceeds
structure of the specified third subgroup, key industries with the same level of production concentration
occupy 29.09% in that structure, i.e. play a significant role in the economy of an enterprise, therefore the
management places an emphasis on their development.

Approximately the same tendency is observed between small industries (the second subgroup of the
second group) and supplementary industries (the first subgroup of the third group) with the cash proceeds
of 675.090 UAH and 590.310 UAH respectively, i.e. they differ substantially according to this
concentration indicator. However, because of the different role of these industries in the economy of
enterprises, their financial result is the opposite — small industries caused a loss in the amount of 54.69
UAH/ha, while supplementary industries brought a profit of 8.90 UAH/ha. As expected, they are
essentially different regarding the share of these industries in the cash proceeds structure of an enterprise,
occupying 6.54 and 12.88% respectively.

Based on the results of this study we can make the following important generalizing conclusion:
the effectiveness of an industry is affected not only by the level of concentration of production,
but also a significant impact is made by the status of the industry as to its place and role in the economy
of an enterprise.

Conclusions. In the course of economic activity, agricultural enterprises normally develop several
industries that can considerably vary according to the place and role in the development of their economy.
We find it reasonable to determine the importance (place) of an industry for an enterprise based on such
indicators as the share of costs of the industry (production consumed resources) in the total operating costs
of the enterprise and the scope of these costs per unit of land area, and to determine the role of an industry
based on the share of the operating profit of the industry in the operating profit of the enterprise, the
operating profit of the industry per unit of land sales, and the return on sales of the industry products.

According to the place and role of an industry in the economy of an enterprise, a size-based scale of
industries was proposed, distinguishing auxiliary, minor, small, supplementary and key industries. This
size-based grading of industries became a scientific foundation for the distinction between the concepts
“enterprise production line” and “enterprise specialization”.

Studying the impact of the size of industries on their place and role in the economy of enterprises
showed that minor and small industries are unprofitable, while supplementary and key industries are
profitable and play, especially the key industries, a crucial role in strengthening the economy of enterprises.
It has been proved that enterprises with large-sized land areas normally afford developing minor industries,
whereas smaller enterprises place an emphasis on the development of supplementary and key industries.

It has also been established that the place of minor and small industries is overestimated in the
economy of enterprises because of their inefficiency as compared to their role and contribution to the
development of such enterprises. Conversely, supplementary and especially key industries play a crucial
role in ensuring the profitability of production.

In addition, it has been proved with the statistical grouping method that the efficiency of an industry
is affected not only by the level of concentration of production, but also a significant impact is made by
the status of the industry as to its place and role in the economy of an enterprise.
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GLOBALIZATION AND FINANCIAL CRISES
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Financial globalization is the latest stage of financial internationalization process. It is presented
as a financial interdependence of the countries that emerged due to the increasing number and volume of
international financial transactions and international capital flows. The aim of the research is to
demonstrate that some manifestations of financial globalization are key determinants of the international
financial crises. Research methodology — in order to achieve the expected results, author applied
recognized methods and techniques applied as economic investigations: comparative method, statistical
method, logical analysis method. The research results, expressed by knowledge through mentioned
dependencies enables forecasting of future international financial crises and developing mitigating
measures both globally and in the Republic of Moldova.

Key words: financial globalization, financial crisis, financial market, capital flows.

Globalizarea financiara este cea mai recenta etapa a procesului de internationalizare financiarad.
Ea se prezinta in forma interdependentei financiare a tarilor, care a aparut datorita cresterii numarului §i
volumului  tranzactiilor financiare internationale si a fluxurilor internationale de capital.
Scopul cercetarii constd in demonstrarea faptului ca unele manifestari ale globalizarii financiare
reprezintd principalii factori determinanti ai crizelor financiare internationale. Metodologia cercetarii —
inh vederea obtinerii rezultatelor scontate, autorul a aplicat metode i tehnici recunoscute gi
aplicate in investigatiile economice: metoda comparatiei, metoda statistica, metoda de analiza logica.
Rezultatele cercetarii, exprimate prin cunoasterea dependentelor mentionate, permit prognozarea
viitoarelor crize financiare internationale §i elaborarea de masuri de atenuare a consecintelor atdt la
nivel global, cdt si in Republica Moldova.

Cuvinte-cheie: globalizare financiard, criza financiara, piatd financiard, fluxuri de capital.

Qunancosas  enobamuzayust  A6AsemMcs  NOCAeOHelu  cmaduell  npoyecca  (QUHAHCOBOU
unmepnayuonanuzayuu. OHna npedcmaenena 6 ¢popme QUHAHCOBOU B3AUMO3ABUCUMOCTNU  CIPAH,
KOMopble BOZHUKIU 6 C6A3U C YGeludeHuem Koauuyecmea u o0vema MedHCOYHaApPOOHLIX (YUHAHCOBBIX
onepayuil u MelcOyHapoOHblX NOMoKo8 kanumana. Llenvio uccneooeanus saensemcs 00Ka3amenrbcmeo,
Ymo HeKomopbvie NpoAsIeHUs. (DUHAHCOBOU 2N0OANU3AYUU ABTAIOMCS  KIIOUEeBbIMU ONpedensiouuMu
axmopamu mexncoyHapoouvix Gurarcosvix Kpusucos. Memodonozus ucciedosanus — 0Nt OOCMUNCEHUS
02CUOAEMBIX Pe3YTIbIAMOo8, aemop UCHOIb306A] NPUSHAHHLIE MemoObl U Npuembvl, NpUMeHseMmble 8
9KOHOMUYECKUX UCCIe008AHUSAX: CPAGHUMENbHBIL MEMOO, CMAMUCTUYECKUL MemOo0, Memoo 02U4ECKO20
ananusa. Pezynbmamovl uccne0oéanus, 3aKnOYeHHble 6 BblAGIEHUU YNOMAHYMbIX 3A6UCUMOCTEN,
0alom  803MOJICHOCMb  NPOSHO3UPOBAHUSL  OYOYWUX  MEAHCOYHAPOOHBIX  (PUHAHCOBBIX KPUSUCOE U
paspabomku mep no CMAYeHUIo e2o0 nocre0cmeutl Ha 2nobanbrom yposne u 6 Pecnyonuxe Monoosa.

Knioueswie cnosa: ¢unancosas enobanuzayus, puHancogulii Kpusuc, QUHAHCOBbLIL PLIHOK, NOMOKU
Kanumanda.

JEL Classification: G01; G15.

Introduction. Globalization is a process in which the world is transformed into a single global
system. The concept of financial globalization is bound to create a global currency markets,
a global financial markets, a global financial system, whose content and development is based on the
phenomenon of national financial markets deregulation, the emergence and development of new financial
instruments and business expansion of banks and other international financial institutions.
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Financial globalization requires a growing volume of financial flows of capital and increasing their
intensity, which is proportional to the degree of openness of national financial markets, the level of
leverage and the level of financial integration.

At the same time, financial globalization events lead to serious imbalances in various segments of
the local and international financial markets, which, in certain circumstances, trigger the financial crisis.

The essence of financial globalization. Financial globalization is the integration of the financial
systems of individual countries with international markets and financial institutions [12, p. 357].

Financial globalization refers to the process by which financial markets from different countries are
integrated into a whole. Financial globalization can be defined as the free movement of finances across
national borders without facing any restrictions [1].

International financial crises overview. The financial crisis is a situation where the value of
financial institutions or asset falls quickly. Financial crisis is often associated with panic or bankruptcy of
banks, during which investors sell their assets or withdraw money from bank accounts with confidence
that the value of these assets will drop if they remain at financial institutions [5].

The international (global) financial crisis is a profound dysfunction of the financial and credit
system in a group of countries, which leads to substantial disparities in international credit and foreign
exchange systems and interrupt their operation. Typically, the financial crisis comprises different spheres
of the global financial system. Main promoter of financial crises is capital in cash and immediate form,
lending institutions and public finances [14].

The global financial crisis occurs for reasons, that are not necessarily based on accurate information or
apparent logic, and are conducted under the financial contract parties from many nations simultaneously
reaching the conclusion that the contracts they hold are unlikely to be honored by counterparties or the
financial assets they hold they are likely to be worth much less than previously thought [2].

According to scientists Reinhart and Rogoff, the period 1900-2010 was very specific event on the
international financial crises (Figure 1) [9].

The last global financial crisis took place in the period of 2007-2008, which is known as the
“Global Financial Crisis” or “Financial Crisis of 2008”. This crisis could lead to the total collapse of large
financial institutions, but this has not occurred because of bank rescue measures of national governments,
but stock markets, however, there has been a significant drop worldwide.
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Contagion effect was reflected in many other areas: housing market, labor market. The crisis
played a role in the bankruptcy of many companies in the real sector of the USA, led to 2008-2012 global
economic downturns and contributed to the European sovereign debt crisis [6].
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Financial globalization characteristics as international financial crisis premises. Under the
impact of financial globalization, the environment in which financial transactions are carried out has
significantly changed, changing the very nature of operations. The impact of financial globalization on
the likelihood of financial crises can be considered on the basis of a number of characteristic phenomena,
which, on the one hand, are creatures of financial globalization, and on the other hand, are factors that
increase the likelihood of financial crises.

Russian scientist Senikov considers that these phenomena can be attributed [16]:

1. Reducing the regulatory authority and capacity to monitor financial markets from both domestic

and international regulators.

As a result of the liberalization of economic legislation and limiting state control significantly
reduced the possibility of central banks and other national regulatory institutions to have a significant
impact on the financial markets. This is particularly relevant to financial globalization impact on reducing
the ability of national regulators to influence the policies of major players in the financial market, such as
multinational corporations and transnational banks. At supranational regulators also lack the effective
instruments of influence on financial market participants.

2. The liberalization of the legislation regulating the methods and rules of the financial activities.

A consequence of the large-scale liberalization of financial activities, which covered most of the
countries in the world, has become a significant simplification of the implementation of international
financial transactions. The result was an unprecedented increase in cross-country capital flows (Figure 2).
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Fig. 2. Cross-border capital flows
Source: [8].

It specifies that international capital flows tend to rise sharply on the verge of financial crises. Thus,
the amount of cross-border flows of 0,5 trillion USD level in 1980 increased to 4,9 trillion in 2000, then in
2007 —to 11,8 trillion USD. Along with it, was increased their share in world GDP at 4%, strictly observe
up to 13% and 20%. But the onset of the international financial crisis, the value of cross-border financial
flows tends to fall sharply.

It was also carried out the removal of the legislative distinction between the types of financial
activities. Because of this, it was possible the emergence of financial institutions, combining the credit and
investment function. As a result, a number of major financial companies operate at the same time in most
parts of the financial market. This phenomenon leads to a significant increase in systemic risk, as the
bankruptcy of a major financial institution can cause instability in a number of markets.

An important consequence of financial globalization has been the spread of securitization of
banking and the use of derivatives. In view of these trends is much more complicated financial
transactions and lost transparency.

Nowadays it is not always possible to establish the quality and reliability of assets which underlie
the securities traded. Moreover, the use of derivatives by now reached a large scale.

In 2014 the global derivatives bubble was 20 percent bigger than in the last great financial crisis
struck in 2008. It is a financial bubble far larger than anything the world has ever seen, and when it finally
bursts it is going to be a complete and utter nightmare for the financial system of the planet. According to
the Bank for International Settlements, the total notional value of derivatives contracts around the world
has ballooned to an astounding 710 trillion USD [11].
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3. The accumulation of substantial funds in a number of specific areas, free from the control

of national legislation and supranational regulators.

As a result of financial globalization was formed a number of the world's financial centers, where
due to favorable legislation and user-friendly infrastructure has focused a significant part of the financial
market and the significant volumes of assets.

At the moment, there are in the world 83 international financial centers, which are grouped in a top
perfected under the Global Financial Centres Index [3].

The importance of international financial centers, in large part, are the result of financial
consolidation, primarily nationally and then globally. Thus, by the end of 1997, 25 cities world circuit
controls 83 percent of shares in the world under institutional management and accounted for about half of
global market capitalization (around 20,9 trillion USD). London, New York and Tokyo hold a third of the
shares managed institutional and about 58 percent of global foreign exchange market [10].

In addition to the world's financial centers emerge and develop offshore and free economicareas ,
where capital flows are substantially free from the control of national regulators. As a result
of financial globalization, has considerably increased the amount of funds held by individual and
commercial financial institutions increasing the assets of institutional investors (pension, insurance,
mutual and hedge funds).

In particular, global Hedge Funds’ assets under management increased from 30 billion USD in 1990
to 1,4 trillion USD in 2005 [16] and hit a new high of 2,3 trillion USD in 2014 [4].

As a result, to date, a situation in which the total capital of the financial markets is larger than the
size of foreign exchange reserves of the central banks of the world. It should be noted that the activities of
hedge funds pose a threat to financial stability, as a high-risk, non-transparent and virtually free of
government regulation.

4. Asignificant increase in the size of short-term speculative trading in financial markets.

As a result of liberalization legislation and the significant expansion of the financial markets has
increased the possibility of short-term profit at the expense of the speculation. The bulk of transactions in the
financial markets currently have a short-term, linked to the ultra-mobile speculative capital flows depending
on subjective psychological factors that determine the behavior of investors.

These factors, in turn, are often irrational. Also, in the present conditions prevalent behavior caused
a crisis of confidence, which is reflected in the mass changes in the market by agents of its financial
position under the influence of negative news about the changes in market conditions. Large volumes of
funds move as soon as possible under the influence of irrational psychological factors.

Focusing on making a profit from short-term speculative transactions on the exchange rate, or
speculation on the international stock market, speculative capital may undermine both the activities of
individual companies and entire countries and economic regions (provoking a collapse of the stock
market, causing strong fluctuations of exchange rates) [17].

As a result of grew instability in the international financial system increases the likelihood of
financial crises.

5. Asignificant increase in systemic risk.

As a result of financial globalization, the degree of correlation of the financial markets has
significantly increased, this is manifested in a significant increase in the mutual influence of national and
international financial markets. That is, in the modern financial system, the emergence of
financial instability and crisis on a particular financial market or in a particular national economy
are more likely to lead to the spread of the crisis on the financial systems of other countries and may acquire
a global character.

Some authors point to the problem of the concept of innovation and investment nature of
globalization are associated with the uncertainty of the outcome and the uneven development of the
innovation process, which are the major risk factors associated with an acceleration of structural reforms
in the national economy, the increasing number of mergers and acquisitions [13], [15].

Conclusions. Those related confirm the existence of dependencies between conducting financial
globalization process and triggering international financial crises. The survey shows that the pursuit of
global financial processes admits prediction of the global financial crisis. They also suggest the need to
improve the international system of global financial market regulation and financial policies adaptation to
new realities domestic crisis.
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SPIN-OFF COMPANIES AND THEIR ROLE
IN KNOWLEDGE-BASED ECONOMY

Lidia MAIER?, scientific researcher,
National Institute for Economic Research
lulita BIRCA?, scientific researcher,
National Institute for Economic Research

In the Republic of Moldova, the term of ““spin-off” is little known, and research of the phenomenon,
the possibilities for creating “spin-off”” enterprises and the benefits they bring have not been achieved.
The actuality of the theme is related to the need to create different groups of SMEs, given the importance
that they have in the economy and the creation of new innovative enterprises (spin-offs) due to the
implementation and marketing of knowledge products through the development of innovation activities
and technology transfer and cooperation between SMES and research institutions/universities.
The purpose of this article is to show what companies are of ““spin-off” type, the context in which there
was necessary for creating them, their interaction with research organizations/universities, possible
barriers to create such companies and the benefits of their creation. The following methods have been
used in this article: analysis and generalization of literature, analytical materials, legislation creating
innovative business abroad. As a result, it was found that ““spin-off”” companies are a new business model
and one of the most effective and meaningful mechanisms to transfer and direct marketing knowledge
from universities and public research institutions, or large companies with scientific activity. They are
small businesses based on innovations and new technologies whose intellectual capital originates from
organizations with scientific activity. These companies are designed to contribute to innovation, growth
and jobs at local and national level and revenue generation. They are flexible and dynamic, they have
great potential for growth, giving rise to fields and markets, and playing a key role in the development of
high-tech clusters. There have been also drafted recommendations to facilitate the process of creating
““spin-off”” companies in Moldova by scientific/academic staff.

Key words: economy, innovation, research, enterprise, SME, spin-off.

Tn Republica Moldova, termenul de ,,spin-off” este putin cunoscut, iar cercetarea fenomenului, a
NU S-a realizat panda acum. Actualitatea temei respective tine de necesitatea crearii diferitor grupe de
IMM-uri, datorita importantei pe care o au acestea in economie si de crearea unor noi intreprinderi
inovative (spin-off-uri) in rezultatul implementarii si comercializarii produselor de cunoastere prin
dezvoltarea activitatilor de inovare si transfer tehnologic si a cooperarii dintre IMM-uri si institutiile de
cercetare/universitati. Scopul prezentului articol este de a stabili ce intreprinderi se raporteaza la
intreprinderile de tipul ,,spin-off”, contextul in care a apdrut necesitatea de creare a acestora,
interactiunea dintre acestea si organizatiile de cercetare/universitati, posibilele bariere in calea credrii
unor asemenea intreprinderi, dar si beneficiile aduse de crearea lor. Metodele folosite la elaborarea
articolului au fost: analiza si generalizarea literaturii de specialitate, a materialelor analitice, actelor
legislative de creare a afacerilor inovative in strainatate. Tn rezultat, s-a constatat ca intreprinderile de
tipul ,,spin-off” sunt un nou model de afaceri si unul dintre cel mai eficient si mai semnificativ mecanism
de transfer si comercializare directd a cunostintelor din universitdti si institutiile de cercetare publice sau
din marile companii cu activitate stiintifica. Ele sunt intreprinderi mici bazate pe inovatii si noi
tehnologii, al caror capital intelectual are originea in organizatii cu activitate stiintificd. Aceste
intreprinderi sunt concepute pentru a contribui la inovare, crestere economica si locuri de munca la nivel
local si national si generare de venituri. Ele sunt flexibile si dinamice, dispun de un mare potential de
crestere, dand nastere la domenii si piete noi, si jucand un rol esential in dezvoltarea de clustere de inalta
tehnologie. De asemenea, au fost elaborate recomanddri pentru a facilita procesul de creare a
intreprinderilor de tipul ,,spin-off”” in Republica Moldova de catre personalul stiintific/universitar.

Cuvinte-cheie: economie, inovatie, cercetare, dezvoltare economica, intreprindere, IMM, spin-off.
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B Pecnybnuxe Mondosa mepmun «Cchun-ohghy manousgecmen, a ucciedo8anusi 3mo20 s6ieHUs,
B803MOJICHOCMEU CO30AHUSL NPEONPUSIMULL MUNA «CRUH-0PG» U ux npeumyujecmea 00 Cux nop He Ovliu
peanuzosanvl. AKMyanbHOCMb MO MEMAMUKU CESI3AHA C He0OX0OUMOCTbIO CO30AHUST PA3TUYHBIX 2PYNN
ManvlX U CpeOHUX NPpeOnpusimuil, Y4umvleds Ux 6adCHOCMb U pPONb 8 IKOHOMUKE U CO30AHUS HOBbIX
UHHOBAYUOHHBIX Npednpusmull («cnun-oghgh») 6 pesynrbmame HeOPEHUS U KOMMEPYUATUZAYUU HAYKOEMKUX
NPOOYKMO8, PA36UMUsL OesIMeTbHOCIU 6 Chepe UHHOBAYULL U MPAaHCchepa MexHON02Ull U COMPYOHUYECHEd
meocoy MCII u  Hayyno-uccredosamenvckumu  yupesicoeHusimu/yHugepcumemamu. Llens cmamou -
noKazamev Kakue npeonpusimusi OMHOCAMCA K «CHUH-OQ@», KOHMEKCHm, 6 KOMOPOM 6O3HUKAEM
HeoOX00UMOCMb  UX  CO30aHUA,  83AUMOOCNCINBUE MeXNCOY HUMU U  HAYYHO-UCCe008ameNbCKUMU
OP2AHU3AYUAMU/YHUBEPCUMEMAMU, B03MOJICHbIE OAPbEPLL 8 CO30AHUU MAKUX NPEORPUSIMULL, A MAKIHCE UX
npeumywecmsa. J[s paspabomku cmamoit ObLIU UCHOIB306AHbL MAKUE MeMOObl KaK aHau3 u 0bobujerue
CReyUanu3upOBAHHON  TUMEPAMYPbl, AHATUMUYECKUX MaMepuaios, 3aKOHO0amenbcmed O CO30aHUlU
UHHOBAYUOHHO20 OusHeca 3a pybexcom. B pesynomame ycmanosneno, 4mo npeonpusimusi muna «CHnuH-
oy asnsromcs HOB0U OUsHec-mooenell U OOHOU U3 CaMblX 3PPEeKMUBHbIX U 3HAUUMbBIX MEXAHUIMOB
mpancghepa  mexHono2uti U NPIMOU  KOMMEPYUATU3AYUU — 3HAHUL — 20CYOAPCMBEHHLIX — HAYYHO-
UCCTIe008AMENLCKUX UHCIMUNMYIMO8 U VHUBEPCUMEMO8 UIU KPYNHbIX KOMNAHUL, BOGIEYEHHbIX 6 HAYYHO-
uccneoogamenvckoli  desmenvHocmu. OHU  AGIAIOMCA  MATBIMU - NPEONPUSIMUAMY,  OCHOBAHHBIX — HA
UHHOBAYUSIX U HOBbIX MEXHONO2USX, UHMENLIEKMYAIbHbII KARUMAT KOMOPLIX NPOUCXOOUM U3 OP2AHUZAYULL C
HAYYHOU OesIMeNbHOCHbIO. Dmu NPeonpusimusi NPU36aHbl COOeUCmME08ams UHHOBAYUIM, IKOHOMUYECKOMY
pocmy u Co30anui0 paboyux Mecm Ha MeCmHOM U HAYUOHATIbHOM YpOsHe npu 2eHepayuu 00x0008. OHu
AGNAIOMCS 2UOKUMU U OUHAMUYHBIMU, UMEIOM OONbUIOU NOMEHYUAT POCIA, YMO NPUBOOUM K NOSIGIEHUIO
HOBbIX OMpAciell U HOBbIX PLIHKOS, U USPAIOM KIIOYEesYl0 POib 6 PA3GUMUU 6bICOKOTNEXHON0SUUHBIX
xkaacmepos. Taxoce, Ovliu  pazpabomanvl peKoMeHOayuu OJs HPOOSUIICEHUS TNPoyecca CO30aHUs.
npeonpusmui muna «cnut-opg» 6 Monooge nayuHo-uccie0o08amenbCKUM NEPCOHANIOM.

Knwuesvie cnosa: >3xKoHoOMUKa, UHHOBAYUU, UCCAEO08AHUS, NPEONPUIMUS, MAL020 U CPeOHe2o
busneca, cnuH-ogh@.

JEL Classification: GO; O3; 0O31; 12; M2; F63; P31; P42.

Introduction. Currently, in the economy, there are two major trends in the development of SMEs:
1) creation of different groups of SMEs, given the importance that they have in the economy and
2) the creation of new innovative enterprises due to the implementation and marketing of the knowledge
products through disseminating innovation and technology transfer activities and cooperation between
SMEs and research institutions/universities.

These two trends are promoted simultaneously, because increasing the number of reliable
companies capable of creating quality jobs, ensuring high productivity and competitive export-oriented
cannot be ensured without the development and continued support of science, the development of
innovation and technology transfer activities, providing knowledge marketing and implementation.
The transfer, marketing and implementation of knowledge products contribute to enhancing the
competitiveness of SMEs, in particular, and to the development of the knowledge economy in general.

Knowledge-based economy is a new concept, new approach to the economy that will help the
country to evolve rapidly and overtake the developed nations. This new economy is a gateway which US
economist Joseph E. Stiglitz, Nobel Economics Laureate in 2001, considers as having “a greater chance
for a democratic and sustained economic growth, which will bring in future prosperity and social justice”.

Knowledge-based economy is the only mechanism for rapid economic growth. In XXI century
society, value is not represented by tangible goods but by intangible ones, such as human capital,
knowledge, intellectual property etc. Investments in human capital, in education, in research and
development are accompanied by positive effects.

The development of the knowledge-based economy is forcing government authorities to support a
series of measures to create and develop SMEs and the dissemination and commercialization of research
results and technology transfer in different regions of the country, identifying relevant technologies
relevant for the development directions of the respective regions and establishing connections of SMEs
with the research environment and large companies from the field of research and innovation. Among
these measures are named the creation of innovation and technology transfer centers,
scientific-technological parks, innovation incubators, innovation clusters etc., which could facilitate SMES'
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access to knowledge and new technologies, for which it is performed most often with difficulty. Also,
these measures include a series of programs that have given rise in recent years, to a number of projects
designed to stimulate entrepreneurial development, increasing SMEs competitiveness through research,
innovation, technology transfer, and to facilitate the development of new business models. Programs that
are directly related to the increasing number of SMEs and marketing of knowledge-based products are
based on promoting and fostering technology transfer [11]. In the technology transfer process, in order to
capitalize the results of the research, an important role is given to research institutions and universities that
are moving from their traditional roles of research, teaching and dissemination of knowledge to playing a
more advanced role in the creation of “spin-offs” and promoting the academic entrepreneurship [15].

In the Republic of Moldova, the notion of “spin-off”” is little known, and the researches of the
phenomenon and possibilities for creating “spin-off” enterprises and their benefits have not been
achieved yet. The purpose of this article is to show how companies are related to the ““spin-off”” concept,
the context in which it was necessary for creating them, their interaction with the research
organizations/universities, possible barriers to create such companies and the benefits of their creation.

“Spin-off” does not have a uniform definition [16], [14], but all the definitions found in the
literature converge on common characteristics: the parent organization of the “spin-off”” is an organization
with research/academic activity; ““spin-off” is an entity legally separated and is not an extension of the
public research institution; *““spin-off” must exploit the knowledge derived from scientific/academic
activities; the ““spin-off” activity must aim at generating profit and commercialization of technology.

In other words, “spin-off” companies are innovative enterprises created by “detachment” from a
larger entity, for example, a new company created by a scientist or group of scientists from research
institutions / universities or from a company with scientific activity. This is one of the most interesting and
challenging instruments of technology transfer: the transfer of people with ideas for products/services
from universities or research organizations, but not a transfer to an organization or enterprise that
already exists and functions [17]. This organization must be established simultaneously with the
development and implementation of the idea. “Detachment” from the public or private research institution
is done in order to continue in the newly created company of the researched solutions till their completion,
in order to produce and market the outcomes.

So, if the previous academic and entrepreneurship activity is considered to be incompatible, in
present it appears that in many cases they go (must go) hand in hand. In particular, scientists and
university teaching staff do not need to sacrifice academic freedom for the opportunity to bring their
achievements on the market. Moreover, many successful entrepreneurs and academics from abroad show
that it is possible to be part of academia while marketing the scientific achievements.

It’s worth noting that “spin-off” companies are created not only within public research
programs,they are also created within many large companies with scientific activity. Referring to the
“spin-offs” it should be mentioned that “separation” from private company is a strategy and it takes place
when:

— The parent company feels the need to divide the produced products;

— The need to “translate” into practice the ideas/new (revolutionary) technologies — either because
their result to be taken and implemented in the work of the parent company or to be placed on
the market.

In both cases the advantages of this strategy are:

1) Flexibility and rapid reaction to the constantly changing demand and market trends. Large
companies cannot react and cannot quickly adapt to fluctuating demand and contextual
developments as opposed to “spin-offs”. In the case of revolutionary innovations, initially, there
are needed some unusual approaches both to decisions making process, and to the style of the
team: no days off, no limits of the working day, the total gift of self;

2) High motivation of company’s employees, increase of the responsibility. Large companies encourage
some experts and some teams involved in research not only allowing them to set up businesses such
as “spin-off”, but offering them money for the rapid development of innovative ideas;

3) Greater opportunities for interaction with the innovation infrastructure agencies, the scientific
community and the sphere of production;

4) Reducing expenditures for development, implementation, marketing and technology transfer
from the account of specialization, reducing administration and trading costs.
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The context of the necessity of “spin-offs” creation. Under the conditions where the
competitiveness of enterprises began to depend largely on their degree of innovation, the role of
science intensified and relations between business and research have become increasingly noticeable,
being subject to fundamental changes caused both by globalization and other factors that converge to
accelerate the development of the knowledge market. The most visible changes are the emergence of
expanded partnerships between research institutions/universities and businesses and the development of
activities in the field of transfer, implementation and commercialization of science results in the socio-
economic environment. Both partnerships and technology transfer activities were determined due to
lower budgetary resources allocated to research, which in result led to turn research institutions and
universities to seek new sources of funding for keeping their researchers / teachers and which now is a
natural and legitimate way [20].

However, the large number of existing patents, large stocks of untapped knowledge and
changing the development paradigm for innovation led developed countries to seek and
create institutional and organizational advantageous conditions for innovation and technology transfer,
making them a problematic issue for science and technology policy. The result proved
that certain small innovative enterprises (spin-offs) can be the lever that “bind” together science and
industry and have the highest potential for growth. They initially assume the risk of
transformation of ideas into prototypes, without which it is impossible to evaluate
its market perspectives and if is generally appropriate for the market. Namely because of this,
large enterprises do not do major investment in innovation because they require at least some guarantee
of success [23].

In European countries, the Lisbon Strategy which perceives innovation as an engine for
economic change, and the strategy “Europe 2020” provide that each country must consider
all possible types of mechanisms and structures for technology transfer to promote the use of
research with public funding and maximize the socio-economic impact. The European Commission
urged Member States [18] to develop and disseminate “policy of creating ““spin-offs™, allowing staff of
the public research organizations to engage, if necessary, in the creation of such enterprises — and to
encourage in this purpose — to establish clear long-term relations between “spin-offs” and
public organization™.

Another context that favored the necessity of creating a “spin-off” business was the fact that
research institutions in their innovative approach have encountered many problems:

1) for the transfer and assimilation of knowledge products in the economy, has proven that large

financial resources are needed and also more time for gaining profit;

2) businesses, wanting immediate gains, but lacking of financial resources, proved to be uninterested

in taking new knowledge and technology from the academic environment; and more,

3) scientific institutions were not able to react quickly and flexibly to business needs and

develop unique innovations and other innovations standardized on request.

These three main reasons determined the weak cooperation among the academic and private
sector and the need for the creation of innovative small businesses by researchers, teachers, PhD and
master students etc. [22].

Additionally, research institutions and universities, understood, that in order to achieve a genuine
economic progress, must themselves “feed the economic engine” cooperating extensively with business
and contributing to the development of academic entrepreneurship. Academic entrepreneurship is one of
the ways to transfer the results of academic/university research in the enterprise’s activity and produce
economic and social value for both external stakeholders and members of academia and in which at least
one member of academia, maintains the main role [2]. A report published by the Council of European
Francophone Rectors (CEFR), expresses clear and unequivocal the point of view of academic authorities
about the phenomenon: Since businesses are defined as the ““engine” of the economy, academic/university
research must be one of “its fuels™ [20].

In addition, it should be mentioned the context of the development of personal will of scientists to
create innovative enterprises, including the need to increase material wealth and “instinct of the creator”
(““desire to participate in the further development of its implementation, to be proud of its usefulness for
the country and the world” [25]).

The first “spin-off” companies appeared in the US, the cradle of university entrepreneurship, being
promoted in the Silicon Valley and Route 128 next to prestigious universities Stanford and Massachusetts
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Institute of Technology, and being a part of the university American landscape till nowadays. In Europe,
research institutions and universities just recently realized the proactive role of “spin-offs” in the
economic development of the regions where they are located and decided to develop and disseminate a
policy on the creation of “spin-offs” and now they are the most common mechanism for technology
transfer and commercialization of innovation.

It is worth mentioning also that the American concept of “spin-off” differs from European concept.
For instance, in the American approach, a “spin-off” is an entity created by members of the academic
community for knowledge transfer and commercialization, which is an element of intellectual property
created in the parent academic institution. While in the European approach, the concept of “spin-off” is
understood as any involvement of academic institutions/universities, their employees, doctoral students in
the business and creation of all kinds of businesses (not necessarily using intellectual property).
The differences between European and American approaches result in a lower level of entrepreneurship in
Europe and the need to support the development of entrepreneurial spirit and skills among European
population [9].

Steps for setting up “spin-off” enterprises. “Spin-offs” are usually created at the initiative of
university researchers and teachers to achieve technology transfer from research institutions to enterprises
and to ensure the development of new areas of business and innovation activities.
“Spin-off” projects provide a researcher or group of researchers the possibility to be “away” from public
or private institution, where there was developed a research project and obtained results, in order to
continue the researched solution till its completion, for the production and realization of the outcomes on
the market. These activities are economic in nature, as they consist of production and the marketing of
products and services.

The most important steps in creating “spin-off” enterprises [24] are:

1. Evaluation of the potential market. At this stage it is very important to know which will be the
product/service manufactured/provided by the *“spin-off”, who will be consumers and market
and what is the situation on the market regarding this expected product/service (are there any
similar products on market, prices, which is the level of demand etc.). Knowing as many details
about the potential market, there could be developed business plans, including plans for
information, advertising actions and positioning of the product/service on the market.

2. Creation of the team. When creating a “spin-off” enterprise the human factor is decisive and the
properly formed team provides virtually 90% of the company’s success. It is well known that
during the emergence and development of the idea of innovative product/service, the leading
role belongs to scientist/researcher. In the preparation phase of transformation, the ideas into
products/service and its entrance on the market, the main role belongs to those able to manage
business processes, to conduct negotiations with investors, partners etc. Scientists do not always
possess such qualities, so only in rare cases the project manager can be also the general manager
of the company. Experience shows that investor invests rather in a team than technology,
because even the best and most promising idea can be “destroyed” by an incompetent team, and
vice versa — a good team is able to successfully commercialize an idea that is not too promising.

3. Selection of founders. Not all team members can become founders of the company, while not all
founders actively participate in the marketing of scientific achievements. Typically, one of the
founders of “spin-off” is the research institution/university or private company with scientific
activity, because here goes about commercialization of intellectual property created within it.
Also, the founders may be the employees of research institutions/universities or private
companies — authors of the idea, as well as other persons who actively participate in promotion.
If in the process of creation of a company an investor appears ready to invest in business
development, it also can be among the founders. In addition, each founder may hold different
levels of participation, depending on the amount invested and participation in the “spin-off”.

4. Development of a business plan. The business plan is the basis for investment decisions, so it
must be carefully prepared and includes the project summary, the organizational plan, marketing
plan, production plan, and financial plan.

5. Making contracts with the organization of research/university. The final stage is the negotiation
with the public research institution or a private company with scientific activity
(institution/parent company) and the conclusion of lease contracts (premises, equipment etc.) and
services (financial, accounting, human resources, promotion etc.) [21].
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Attracting investments in “spin-off” enterprises. The initial capital for the creation of the
enterprise is made of the own savings of the team and non-refundable state grants. For example, in Russia
there are state grants supporting programs to create small businesses through the innovative sphere
through the Assistance Fund of development of small enterprises in the technical and scientific sphere [27]
as well as regional government programs.

Although in some countries public research institutions participate partially in the financing of the
creation of businesses (usually around 25% of statutory capital in case of holding of own funds), there is
not possible to count on them for the purposes of investment as they are non-profit organizations and do
not have the means to financially support the “spin-offs”. In a document of the University of lowa (USA)
“Policy on Accepting Equity” it is directly stated that the university does not prefer to invest in created
companies, focusing on other forms of support (rights to exploit intellectual property for the use of
machines and premises, indication of the public institution as the main beneficiary, use of the logo and
other symbols etc.). However, in exchange for financial contribution to the establishment of “spin-off”, the
parent institution can receive a share of profit. However, the financial contribution may not come from
resources allocated to research directly or indirectly by the state, if only there are conditions in which there
are used instruments dedicated to the support of “spin-offs” within technological and innovation
incubators or science and technology parks.

In many cases, understanding the importance of financial investments for creation and development
of “spin-off” companies, near the public research institutions there are created venture funds to attract
professional venture companies, and sometimes, even the state.

Also, in “spin-off” companies, foreign investors may also invest, such as business angels or
corporate investors interested in developing “spin-off” in their own interest, in exchange for equity shares
in the share capital of the company.

Periodically, the “spin-off” must present the participants and the founders a progress report,
economic and financial documents, as well as plannings for the next year. Annually, the parent
institution’s management should perform an assessment on its participation in the “spin-off” [13].

Some obstacles which hinder the creation and development of “spin-off” companies. While “spin-
off” companies prove to be an effective tool to increase the number of SMEs and to implement and market the
knowledge, there are some obstacles to their creation and development [8]. First, entrepreneurs from academia
must possess a rare blend of skills — traditional skills of scientists, including inner forces, rigor and technical
skills and traditional skills of businessmen, including the ability to recognize business opportunities and create
value for consumers, and the ability to assume risks. The effectively combination of these qualities and skills is
important to the success of ““‘spin-off””, but is not always a feature of the academic environment.

Secondly, the academic and university culture itself is a serious obstacle in the way of academic
entrepreneurship and “spin-off” business development. In many countries, traditional science education
does not include entrepreneurship. At the same time, it believes that doctoral and postdoctoral studies
should focus entirely on research and in no case on entrepreneurship. Thus, even in an environment
favorable to entrepreneurship academic challenges of making a person become both a world-class
researcher and one that sells its own achievements are seen as incompatible.

However, lack of entrepreneurial component in university education and lack of entrepreneurial skills
in academics, in many cases, is perceived as a problem, at least as regards to their practical experience in
entrepreneurship [23]. Although most countries report that teachers and researchers are offered some training
in entrepreneurship, is urgently needed an improvement, and a systemic approach in this area.

Other barriers may be considered: weak methodical and informational support; insufficient funds
and shortage of skilled human resources; lack of infrastructure for innovation or an imperfect, poorly
functioning innovation infrastructure; high economic risk. In addition, in some countries there are legal
impediments that do not allow academic staff to participate to scientific and business creation and
development of commercial activities.

The benefits of creating *“spin-off” enterprises for organizations with scientific activity and
regions. In recent years, civil servants from ministries, academic institutions and universities from all
countries are extremely interested in promoting the creation of “spin-offs” which are based on published
research as “spin-offs”:

— Exploit the intellectual property of universities and other public and private research

organizations;

— Increase the effectiveness of public funds use, aimed at developing innovations;

Nr.3 /2015



118 Revista teoretico-stiintifica / Theoretical and scientifical journal

— Provides an inexpensive and non-confrontational channel for technology transfer and

commercialization of research results of science in production;

— Improve the financial situation of research institutions/universities and private companies

involved in scientific activities;

— Halt the brain drain abroad.

These companies are designed to contribute to innovation, growth, employment (job quality) and
income generation. They are perceived to be flexible and dynamic, giving rise to new areas and markets
and playing an essential role in the development of high technology clusters [1]. Businesses such as
“spin-off” have a multiplier effect in the diffusion of knowledge and technology, including hastening of
the speed of implementation of research results. They have a strong positive influence on local economic
development; encouraging entrepreneurial behavior among researchers and inventors involved in the
marketing of research results; they are also a more profitable trading form than licensing; they reduce
development, transfer and commercialization costs of technology [12], [25].

General policy framework for supporting the creation of academic/university “spin-offs” in
the main European countries, including Russia. The attention paid in recent years to become more
competitive economy, to SMEs and entrepreneurship has created an environment to develop the spirit,
culture and entrepreneurial skills, including through a better exploitation of basic science and technology,
and to facilitate the actions of the players involved (universities, research institutions, schools of
engineering and entrepreneurship, enterprises with scientific activity etc.). Public authorities, aware of the
need to increase scientific and technological performance, sought to develop policies and introduce
mechanisms that would create favorable conditions for the emergence of an environment conducive to
innovation and technology transfer and the development of the knowledge-based economy. First, laws
were passed that allowed to lift legal restrictions that previously prevented research/university staff to
participate in creating a business, develop and commercialize their accomplishments or provide business
expertise. These laws allowed the research staff to temporarily leave the public service in order to
participate in creating a business that will develop their idea or its realization for a certain period. They
also allowed the researchers to provide scientific support for a business, to hold a shareholding in the
capital of innovative companies and to be a member of the management board, while continuing to be a
public servant.

Secondly, in order to develop research results in their fields of activity and to strengthen relations
between science and industry, research institutions/universities began to create structures that support the
creation and development of small and medium-tech enterprises, such as technology transfer offices,
innovation centers, scientific and technological parks and innovation incubators to host innovative
companies and support their development. These structures promote the dissemination of innovation,
creating premises, providing equipment, materials, knowledge, know-how and public research to
businesses and individuals.

Third, there was introduced a tax framework favorable for innovative firms and a legal framework
adapted to the situation of innovative companies, as it turned out, that the existing framework was
inappropriate for young businesses with high risk and high growth potential, in which researchers develop
their findings.

For example, appeared the law on innovation and research in France, adopted on 12 July 1999, the
main aim of which was to transfer knowledge, publicly funded by industry and ““promoting the creation of
innovative technological enterprises” [10]. This law allowed researchers, teachers and students to
participate in the creation, reconciliation and management of innovative companies and to participate in
the capital of created companies [7]. Researchers can start a “spin-off” business without losing the status
of public servants, they can return to their entity in case of failure or participate in creating enterprise
without leaving the laboratory working [6].

In Germany the creation of innovative enterprises such as “spin-off” was promoted especially since
the end of 1998 through the EXIST Programme (competition for new business creation by the scientific
community) as a part of the “High-Tech Strategy for Germany” and funded by the German Ministry of
Education and Research (BMBF) with the support of European funds [5]. In Germany researchers have the
right to open a *“spin-off” business and return to scientific work at any time in case of failure.

In the same year, 1998, the UK government published the White Paper on competitiveness (“Our
Competitive Future: Building the Knowledge Driven Economy”, DTI, 1998) [19], which highlighted role
of authorities, research and business in improving the competitiveness, and in 2000 — the White Paper on
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research and technology transfer (“Science and Innovation: Excellence and Opportunity”) [3], which
highlighted the crucial role of authorities in encouraging the exploitation of knowledge and new
technologies. There were also promoted a series of government programs to support and encourage the
creation of “spin-offs”, which can be grouped into six main chapters: Status researchers, intellectual
property, entrepreneurship training, competitions, innovation incubators and initial capital.

In Italy, in order to strengthen competitiveness of “technological industries and to increase the
share of innovative production and employment of highly qualified work force” by Legislative Decree no.
297 of 27 July 1999 [4] researchers from academia and teachers university were allowed to “fall off” from
public institutions to create “spin-offs” and the White Paper of the Ministry of Industry from November
2000 defines the mobilization of financial resources for technological companies created by scientific
research. The researcher is entitled to leave its laboratory for a period of four years without losing the
status, then having the chance to return and continue its activity.

Later in 2009, the Federal Law Ne 217-®3 was adopted in Russia, which allowed research
institutions and universities to create small companies for practical application of the results of intellectual
activity. The purpose of this law is not only to create innovative small enterprises, but enterprises that
would produce competitive products and generate profit. The law provides the ability to attract third party
as founders of “spin-off”, with the condition that the share of participation of the scientific institution in
the capital of J.S.C. will be over 25% and of the LLC — over 33% [26].

Conclusions and recommendations. “Spin-off” businesses are a new business model and one of
the most effective and most significant trading mechanisms and direct transfer of knowledge from
universities and public research institutions, or large companies with scientific activity. They are small
businesses based on innovations and new technologies whose intellectual capital originates from
organizations with scientific activity. These undertakings are designed to contribute to innovation, growth
and jobs at the local and national levels. They are flexible and dynamic, have great potential for growth,
giving rise to fields and markets, and playing a key role in the development of high-tech clusters.

Having an important place in the innovation process, promoting the creation of “spin-off”
enterprises must be part of a set of policies which favor an entrepreneurial climate and
encourage networking between universities, industry and public sector. Policy objectives, aimed at
creating “spin-off” enterprises by scientific/scholarly staff should include:

— Creation of favorable conditions for the emergence of an environment conducive to innovation

and technology transfer and the development of the knowledge economy;

— Improvement of the mechanisms for transfer of knowledge between science and industry by
promoting “spin-off” strategies that serve as facilitators of effective links between innovation
infrastructure agencies, the scientific community and the sphere of production;

— Adoption of an appropriate legal and regulatory framework to stimulate individual researchers
and research organizations financed from public funds to establish new “spin-off” businesses.
In this regard, it is easier for the governments to take the political decision to support the
creation of “spin-offs” than to promote collaboration research and development with companies,
as “spin-off” strategies allow a better control over the results of research projects publicly
funded at the academic level;

— The adoption of laws that would allow to lift legal restrictions for research/university staff to
participate in creating a business and develop and commercialize achievements, to participate in
the capital of innovative companies and to be a member of council management, while
continuing to be a public servant;

— Provision of infrastructure to support the creation and development of technologically advanced
small and medium enterprises, such as technology transfer offices, innovation centers, scientific
and technological parks and innovation incubators to host innovative companies and support
their development;

— Providing financial support for the creation and development of “spin-offs”;

— Introduction of a favorable tax framework for innovative companies and a legal framework
adapted to the situation of the innovative firms.

The “spin-off” phenomenon appeared for the first time in the US and is relatively new to many
countries in Europe. In the Republic of Moldova, the term “spin-off” is little known and is not developed.
Local science faces various problems; the most pressing is the problem of funding and the economic
exploitation of scientific results obtained by scientific institutions and universities. The gaps currently
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existing in innovation policy and technology transfer, including scientific-technological parks and
innovation incubators prevents the creation of “spin-off” enterprises and at the same time inhibits the
growth of the knowledge-based economy. To address these issues, following the example of developed
countries, the country should pursue the way of innovation, transfer and dissemination of knowledge to
the socio-economic environment, to develop and adopt clear and stimulant policies of these activities.
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MOLDOVAN TAX ADMINISTRATION:
25 YEARS OF EXPERIENCE AND FUTURE CHALLENGES
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The Republic of Moldova, since independence, decided to consolidate its place among the
democratic nations and open to reform economy in order to integrate it in european and international
circuit. Reform of national economy was oriented towards substitution of an old, outdated and almost
collapsed socioeconomic system by one capable to ensure the continued progress in society.

Thus this reform could be done mainly through fiscal legitimacy and enforcement of tax
administration, which may best be achieved through establishing clear, transparent, and predictable rules
and procedures, especially in the administrative aspects of the tax system. With this paper we aim to
examine the tax authority changes for last 25 years. Research methodology is based on the dialectic-
conflictual model, whose approaches helped to bring the essence of the debate by applying methods of
induction, deduction, observation, analysis and synthesis.

The analysis are based on either qualitative or quantitative indicators. Results reveal the
weaknesses of Moldovan tax administration system in order to understand its areas of strength. The
research can be used by: taxation and regulatory authorities for elaboration of new legislation and
improvement of the existing legislation; investors for evaluation of taxation efficiency in investment
projects; didactic personnel in teaching specialty disciplines at economy universities.

Key words: Tax Reform, Tax Administration, Tax Audit, Integral Tax Information System and Tax
Ombudsman.

De la proclamarea independentei sale, Republica Moldova a decis sd-si consolideze locul printre
natiunile democratice prin reformarea economiei, cu scopul integrarii in circuitul european si
international. Reforma economiei nationale a fost orientatd spre inlocuirea sistemului socio-economic
vechi, depasit si incapabil sa asigure progresul continuu al societatatii.

Astfel, aceastd reforma putea fi realizata doar prin legitimitate si administrare fiscald, capabila de
stabilirea unor reguli si proceduri clare, transparente si previzibile. In aceastd lucrare avem drept scop
sa examinam modificarile suportate de administrarea fiscala n ultimii 25 de ani. Metodologia de
cercetare se bazeaza pe modelul dialectic-conflictual, abordarea caruia a influentat scopul propus, prin
aplicarea metodelor: inductie, deductie, observare, analiza si sinteza, avdnd la baza indicatori calitativi
sau cantitativi.

Rezultatele lucrarii dezvaluie punctele slabe ale sistemului de administrare fiscala din Republica
Moldova, cu scopul de a le intelege pe cele forte. Cercetarea poate fi utilizata de cdtre: organele fiscale si
cele legislative — in procesul de elaborare a legislatiei noi si de perfectionare a celei existente; companiile
in evaluarea eficientei fiscale a proiectelor de investitii; cadrele didactice in cadrul institutiilor de
invatamdnt economic superior In procesul de studii la disciplinele de specialitate Tn domeniul fiscal.

Cuvinte-cheie: reforma fiscald, administrare fiscald, control fiscal, sistem informational integral
fiscal si Ombudsman fiscal.

C momenma obpemenus Hezasucumocmu, Pecnyonuxa Monooea, pewuna 3akpenums c6oe Mecmo
cpeou 0eMOKpamuyeckux Hayutl pepopmupys 3KOHOMUKY, C UYelblo UHmezpayuu 8 esponelickue u
MedHCOYHAPOOHble KOHmMYpPbl, a maxdce 6 npoyecce e2nobamuzayuu. Pegopma nayuonanvhuoll
IKOHOMUKU Oblla OpUEHMUPOBAHA HA 3aMewjeHue Ccmapou, ycmapesuiel U HOYMU pA3PYULEHHOU
COYUANBLHO-IKOHOMUYECKOU CUCmeMbl He CHOCOOHOU obecneuums OanbHeluull npoepecc obujecmaa.

! © Diana CRICLIVAIA, criclivaia@gmail.com
2© lon CERTAN, ioncertan@gmail.com
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Oma pegopma moena Owvims OOCMUSHYMA MOALKO Yepe3 HAN020680e AOMUHUCTPUPOSAHUe,
KOmMopoe 00Cmueaemcss HymeMm YCMAHOGLeHUsT YeMmKUX, NPO3PAUHbIX U HPeOCKa3yeMvlX Npasui u
npoyedyp. B amoii cmambe Mol paccmampusaem usMeHeHUs. HA020680U AOMUHUCHpayuell 3a nociedHue
25 nem. Memooonoeus uccieoosanus 6a3zupyemcs Ha OUALIEeKMUecKoO-KOHQIUKMHOU MOOenuU, NpUMeHsis
Memoovl 0edyKyuu, UHOYKYUU, HAOI00eHUs, aHAAU3A U CUHMe3d, OCHOBAHble TUO0 HA KOJUYECHBEHHbIX
WU KAYECTNBEHHbIX NOKA3ameretl.

Pezynomamul  pabomwul  packpuvigaiom — ciabvle  CMOPOHLL  HANO2080U  AOMUHUCMPAYUU 8
Pecnybnuxe Monoosa, ¢ yervto nousms €€ cuivHvie cmopomuvl. Hayunvle uccredosanus, mocym
ObIMb  UCNONBL30BAHBL:  HANO20BLIMU U 3AKOHOOAMENbHbLIMU OpeaHaMu 8 npoyecce paspabomxu
HOB020 3AKOHOOAMENbCBA U  COBEPUICHCMBOBAHUL CYUECMBYIOWe20;, KOMNAHUAMU NPU  OYeHKe
HAN02080U IhhexmusHoCmU UHBECMUYUOHHBIX NPOEKMOE, V4eOHbIMU KAOPAMU 8bICULUX IKOHOMUUECKUX
VUeOHbIX 3a6edenusix 8 npoyecce O00OYYeHUs NO CHeYUATUSUPOBAHHBIM HpeoMemam & o0Oaacmu
HA02000.100iCeHUAL.

Knwuesvie  cnosa: nanozosas — pegopma,  HAN0208as8  AOMUHUCHPAYUs,  HANO208AS
UHDOPMAYUOHHAS CUCTHEMA, HATO208bLU AYOUm U OMOYOCMEH.

JEL Classification: HO; H25; H32; K34.

Introduction. The tax administration landscape presents daunting challenges for both taxpayer and
tax authority. Key challenges include the growing number of taxpayers and growing volume of goods and
services, the evolution of the digital economy and of sophisticated financial arrangements and the large
amount of potential revenue lost due to aggressive forms of tax avoidance and evasion. Those challenges
facilitated the Information Technology modernization efforts, development of the Compliance Risk
Model and restructure of Moldovan Tax Administration. A forward-looking country can become effective
only through extensive investments in tax compliance’. This supports the importance to improve
information reporting and tax audits from a high level of confidence and generalization [1, p. 51-110]% IT
modernization efforts and development of a Tax Ombudsman. This paper highlights the necessity for
further chalenges in this area.

Firstly, we characterize the structure of Moldovan Tax Administration in order to highlight the
main changes in Tax Administration system (Section 2). In this Section we provide statistical information
on the evolution of tax administration staff and efficiency of tax audits. Next we identify the Information
Technology efforts under which the Integral Tax Information System is possible (Section 3).
Peculiarities of ensuring tax law procedures regarding Accounting and tax reporting liability and Tax
Ombudsman are provided in Section 4. The article focuses primarily on the situation faced by Moldova in
the last 25 years. A large amount of statistical data provided by Mains State Tax Inspectorate, Ministry of
Finance information and other sources of technical expertise were collected, synthesized and analyzed.

The structure of the Moldovan tax administration (MTA)

Curently, tax administration activities are based on coherent and comprehensive legislation
(even if only now it has a distinct Fiscal Procedure Code under enactment), mainly set in Tax Code,
Title V since 2002, with technical structures sufficient to ensure the right collection and control
of state revenue.

The remarkable developments of the Moldovan Tax Administration can be summarized
in Table 1. Moldovan Tax Administrations represent the activity of government authorities empowered
and responsible for ensuring full and duly transferred budgets of all levels of the amounts of tax
liabilities, as well as carrying out criminal prosecution actions in case of the existence of circumstances
providing tax violations.

! Moldova is spending more than a percent of net tax revenue per year in collecting their taxes.
2 According to Besley and Persson, in the process of administrative infrastructure development the countries are
able to move from collecting around 10% of GDP in taxes towards collecting around 40%.
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Table 1
Moldova: Main Changes in Tax Administration system, 1990-2014

1990 Creation of city and district state tax inspectorate

1992 Adoption of the Law on the State Tax Service. Adoption of the Law on the tax system outline

1994 Elaboration and approval of the Laws on VAT and excises

1997 The tax Code entered into force, which, at that moment, included 2 titles: General Provisions and Income Tax

2001 Approval of Title V of the Tax Code: Tax Administration

2003 Tax audit preselecting mechanism

2004 Organization of the first contest at the national level for “The best taxpayer of the year”

2006 Approval of the “Development Strategy of the State Tax Service for the years 2006-2010”, and initiation of
the entreprenorial patent reform of 2010

2007 Implementation of Computerised Informational System “Tax Cadastre”. Adoption of the Law on carrying out tax
administration and capital legalization. Tax Amnesty
Creation of the Tax Anti-Fraud and Strategic Management Departments. Creation of the Center of Taxpayers’ Assistance

2008 Implementation and exploitation of the Computerised Informational System “e-Declaration”. Creation of
the S.E. “Fiscservinform”. Organization of the first edition of the Contest for taxpayers’ motivation.
Implementation of the Performance Appraisal System for STS staff. Implementation of Information
System “BARCOD”. Improve penalty system for non-compliance

2009 Approval of the “Development Strategy of the State Tax Service for the years 2011-2015”. Implementation
of a computerized record keeping STS’s actions. Amendment of tax planning controls from annual
planning to biannual. The STS information system has been connected with: Customs Service, Information
and Security Service, Ministry of Home Affairs, Financial Control and Inspection Service under the
Ministry of Finance, Enforcement Department under Ministry of Justice, the Centre for Combating
Economic Crimes and Corruption CCECC

2010 Centre for Professional Training of the STS’ staff. Implementation of tax electronic services’ portal:
wwwe.servicii.fisc.md. Development of Integrated Tax Information System Plan

2011 Implementation of a Compliance Risk Model. The standardized forms of primary documents with special
regime starts to be printed by taxpayers themselves

2012 Implementation of AIS “Creation and circulation of electronic documents between STS and the financial
Institutions”. Organization of Tax administration of the wealthy persons

2013 Compliance Program based on “Tax officials - in taxpayer service” approach. New tax services added: Tax
calendar, Newsletter of the legislation and Generalized basis of tax practice. Methodical and Practical
Guide on tracking tax arrears; AIS “Online ordering of standardized forms”

2014 Single Call Center (nr. tel. 0-8000-1525). AIS “e-Invoice”; Voluntary Compliance program based on

“More for more” approach

Source: Elaborated by author based on MSTI annual reports and Ministry of Finance data.

»( Main State Tax Inspectorate under the Compliance with
Ministry of Finance —> tax legislation

Correct

Tax authorities > —— calculation of tax
» Territorial State Tax Inspectorate —> liabilities

Full and duly

» S —> transfer of tax
» Specialized State Tax Inspectorate liabilities

Customs  authority  which Ensure tax liability

» include the Customs Service, extinguishment  at  customs

customs bureaus and posts border passing and/orplacing
Tax subordinated to the former goods under the customs

administration bodies

A 4

Tax collection services within mayor’s office, there are dedicated

A\ 4

services to collect local taxes and duties and to exercise certain powers
for the administration of local taxes and fees

» Other competent authorities approved, under law

Fig. 1. The structure of Moldovan tax administration system

Source: Elaborated by author.
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Main State Tax Inspectorate (MSTI) is the principal tax administration authority. Besides
MST]I,the Tax Code states other bodies responsible for tax administration including customs authority, tax
collection services within mayor’s office and other competent authorities. Figure 1 provides for an
overview of the structure of the Moldovan tax administration system and its main tasks.

On efficiency of tax administration, we can make conclusions by analyzing data (below)
on fiscal control.

Table 2
Evolution of tax audits in the Republic of Moldova, 1994-2014

Year | No. of businesses Including (thousands) Results of controls (mill. MDL)

registered at the No. of No. of violations |Detection, % additional including

end of the period audited calculated penalties

taxpayers payments
(mil MDL)

1994 70.536 22.766 7.637 33.55 89.9592 53.8813
1995 96.984 25.211 10.012 39.7 222.872 98.776
2001 - 31.765 20.715 65.23 213.819 112.842
2002 593.1 22.889 11.138 48.66 268.6987 131.061
2003 618.2 24.544 13.362 54.44 367.0833 144.805
2004 641.7 29.830 17.674 59.25 304.4021 85.3547
2005 645.4 43.3 32.5 75.1 3214 135
2006 659.4 62.0 45.1 82.7 349.1 139.1
2007 674.7 421 25.3 60.1 237.7 60.0
2008 679.6 384 21.1 54.9 201.1 94.7
2009 683.8 53.5 36.3 67.9 449.5 185.4
2010 686.2 66.8 41.9 62.7 498.0 253.1
2011 702.3 71.9 45.7 63.7 517.0 256.4
2012 688.117 63.527 43.670 68.7 595.96 344.7
2013 289.284 74.029 40.118 54.2 653.0 362.1
2014 689.580 60.523 - 53.0 743.4 457.9

Source: Elaborated by author based on [2], [3] and [4] data.

Fiscal control is a logical consequence of the tax administration tasks, because tax audits allow
verification of whether all taxpayers meet their correct, complete and timely tax obligations.
The share of annual audited taxpayers out of total number registered shows a decrease from 32 to 10%
within 1994-2014 period. In absolute terms it is almost three times more from 22.8 to 61 thousands.
Additionally, calculated amounts of taxes, fees and other payments as a result of controls increase also,
with more than 9 times from MDL 89.96 million in 1994 to 743.4 million in 2014, mainly because of
penalties that are applied on one to one ratio, which means that for each additional calculated EURO is
added another EURO as penalty. Improvement and tax audit system development® resulted in an increase
of outcomes derived from tax audits from 33.55% in 1994 to 53% in 2014 (the highest rate of 83% was
registered in 2006). However, this does not demonstrate a positive impact on the share of tax violators and
taxpayer compliance. The increase in tax violations is more a result of growing tax evasion and tax
avoidance phenomenon, legislative changes, and political and economical instability.

Improvement of the tax law procedure is one of the main tasks of MTA. Thus, with the 2007 fiscal
amnesty were observed measures regarding to discipline the taxpayer, increasing the fines and penalities
for tax evasion, insistent tracing of tax debts, including the requirements for financial institutions allowing
access to the confidential information about their clients®.

! The tax audit activity was strongly influenced by: reorganization of controlling bodies in 2002 and 2014;
implementation of preselection methods based on risk assesment since 2003 and contraposition of tax audits since
2004; implementation of a new method of estimating the taxable income of the wealthiest individuals in 2012. The
indirect estimation method provides the Moldovan tax authority with possibilities for gathering information about
taxable income of individuals from any sources.

2 According to the Law on amending and completing some legislative acts No.177-XVI of 20.07.2007, a tougher
sanctions system was approved, including pooling a number of fines, while at the same time increasing them and
introducing some new (e.g. Art 262" and para. 2, Art. 254 of Tax Code).

Nr.3 /2015




126 Revista teoretico-stiintifica / Theoretical and scientifical journal

Along with changing the MTA structure, broadening duties they perform, and clear obligations and
responsibilities set by adopted subsequent legislative acts, changing the staff structure which was also
absolutely necessary.

Table 3
Evolution of tax administration staff, 1990-2014
Staff Year
1160 1990
1310 1991
1650 1992
1650 1993
1980 1994
2310 1995
2517 1996
2970 1997
2970 1998
3162 1999
3170 2000
2905 2001
2620 2002
2294 2003
2248 2004
2248 2005
2248 2006
2196 2007
2081 2008
1939 2009
1939 2010
1942 2011
1892 2012
1982 2013
2126 2014

Source: Elaborated by author based on MTA annual reports data.

If we refer to the dynamics of the STS staff changes, the number of staff units gradually increased
from 1160 units in 1990 up to 3170 units in 2000. Since 2001 there has been a decrease in the number,
reaching 2,126 units in 2014 (Table 3). At first glance, the tax system of Moldova is similar to those used
by tax administrations of many other countries around the world.

However, according to the IMF, its main weakness lies in the fact that it consists of a network
of 35 regional tax offices with a total of 2,126 employees. In time, the MSTI should seek to merge
the current 35 local tax offices into a maximum of six—eight modernized facilities. This measure
would result in a set of regional offices large enough to operate effectively across a number of districts.
Retaining the current number of rather small tax offices is not only costly, it also imposes
a risk to uniformity of the implementation of tax laws throughout Moldova, as it is harder for small offices
to develop and maintain all recent knowledge, share experience, and specialize in all aspects
of the tax administration.

Information Technology (IT) and Integral Tax Information System (TIS)

Development of an ITIS, from the standpoint of the users, both tax authority and taxpayers, is the
core objective of IT modernization efforts of the Molovan STS. The design of the system addresses
effective applications for various types of taxes levied in the Republic of Moldova (e.g. income tax, VAT,
real estate tax, etc.). In order to help meet the government’s critical, and ever increasing needs for
sufficient tax revenues, STS’s modernization efforts through technological improvements are crucial to
meet all major challenges (e.g. replacement of the manual system with the e-tax system, facilitate
voluntary compliance by adding new services for the taxpayers).
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These efforts were supported by tax administration reform: in 1991 — developing the
computerization program of the STS; 1996 — setting the tax inspectorate offices to e-mail and unification
tax filing system; 1998 — application Information System database; 2007 — implementation of the
Computerized Informational System “Tax Cadastre”; 2008 — implementation of Information System
“BARCOD”, implementation and exploitation of the Computerized Informational System “e-Declaration”
and creation of the S.E. “Fiscservinform”, 2010 — implementation of the tax electronic services’ portal:
www.servicii.fisc.md and development of the Integrated Tax Information System Plan.

Development of an Integral Tax Information System is the main task of MTA, which is performed by
State Enterprise “Fiscservinform”®. S.E. “Fiscservinform” aims to provide easily accessible tools and
services for collaboration and interaction between citizens, and the private sector and public administration
in Moldova (Table 4). There were 33 electronic serices provided by STS, at the end of 2014.

Table 4
Public authorities and Taxpayer services

Public authorities

MSTI internal pages — intern.fisc.md, “Enforcement of tax obligations”, “Authorized office’s Audit”;
“Exchange operations’ record keeping”, “Record keeping of the standard forms of primary documents
with special regime”; “Creation and circulation tax documents between STS and financial institutions”,
“Case management for STS activities (inspections, appeals, legal review and VAT refund)”,
“Risk Management Compliance”, “Fiscal cadastre”, “Authorized entrance”, “RSCAPA”

Legal persons and Individuals

Electronic reporting | “Electronic Declaration” - including “Request for refund of income tax
tax services overpayment” and “Quick Declaration”, “Collection information from indirect
sources”, “General Register of electronic invoices”, AlS “e-Invoice” etc.

Online access to the | “The current account of the taxpayer”, “Checking of cash voucher”, “Checking of
information services | tax liability”, “Checking of invoice (VAT)”, “Electronic register of applications
and decisions on VAT refund”, “Online ordering of standardized forms”, “e-
Request”, “Online audience”, “Download forms”, “Taxpayer information”,
“Property record”, Tax Auto Calculator, Fiscal calendar, Spreading the message
etc.

Additional Services | Certification and issuance of electronic and digital signatures, electronic mailing
notices etc.

Source: Elaborated by authors based on tax electronic services’ portal: www.servicii.fisc.md.

Succesful implementation of IT services is analyzed in Table 5. Statistics show a growing number
of reports processed by the Automatized Information System “Electronic Declaration” from 1,062
in 2009 to 908,618 in 2014 or of total tax reports is 46% in 2014.

Table 5
Evolution of tax reports processed by STS, 2009-2014
Year | Total documents Manual (paper support) | Quick Declaration Electronic Declaration
Users Docs. Users Docs. Users Docs. Users Docs.
2009 | 204.248 | 1.848.354 | 204.203 | 1.845.304 566 1.988 49 1.062
2010 | 211.742 | 1.921.981 | 208.852 | 1.845.904 9.101 73.064 | 789 3.013
2011 | 222.082 | 1.944.479 | 214.579 | 1.618.592 20.894 279.244 | 7.593 46.643

2012 | 235.522 | 2.095.277 | 213.900 | 1.074.672 25.734 256.015 | 21.487 764.590

2013 | 252.798 | 1.991.245 | 227.008 | 993.651 20.970 77.324 | 27.923 920.270

2014 | - 1.963.284 | - 985.929 - 68.737 | - 908.618

Source: Elaborated by author based on MTA 2013 and 2014 annual reports data.

! The company specializes in developing and implementing advanced information technologies, management and
processing of fiscal data, facilitating the exchange of information and documents between tax authorities, taxpayers
and public authorities, accessing tax information resources.
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The use of IT is not a choice, but a necessity of modern tax administration. However, there are many
strong reasons to have an Integral Tax Information System based on modern IT tools (e.g. Strengthen the
Organization and its Administration, Control Tax Evasion, Improve Collection of Tax Arrears, Facilitate
Voluntary Compliance). In this order, the IT solution “landscape” has the leading role in supporting
the functions for an efficient tax administration. Even though, the IT reform of tax administration in
Moldova has achieved some important progress to date, significant challenges remain for the coming years.

Peculiarities of ensuring tax law procedures

Accounting and tax reporting liability is provided by Art.8, para. 2, letter ¢) of the Tax Code.
Reporting liability includes other documents besides the tax reports’. Reporting obligations also include
the tax reports, accounting records and other keeping document. This is done for the purpose of ensuring
the integrity of accounting records and to perform control actions for some fiscal periods prior to the due
date for both taxpayers and third parties®. Submissions can be done based on paper support as well as in
electronic format®. While the tax burden is below average in the region, the administrative burden is
estimated as being huge [5, p. 2]°.

However, it has to be mentioned that there are no systematic legal rules for tax accounting and
accounting records in the tax law. There isn’t a single legal framework for tax reporting as a basis to
account for tax payments. In each of the sections of the Tax Code there are defined accounting
requirements not related to each other, which complicates the work of the business [5, p. 5]°.

Currently modifications of the National Accounting Standards (NAS) [6]° resulted in many
inconveniences, by forcing companies to adjust their accounting software, ultimately increasing their
administrative and compliance costs. Nevertheless, it has been recognized that the new NAS, which
correspond to International Financial Reporting Standards and EU Directives, will bring an undeniable
benefit for entities and other stakeholders (founders, state organizations etc.) by keeping consistent
accounting and obtaining accurate economic information in the near future.

Tax Ombudsman. There is no specific provision in the Moldovan tax law dealing with the
Ombudsman Institution [7]". It is suggested that the Republic of Moldova gives serious consideration to
the Institution of Tax Ombudsman [8, p. 161]. The establishement of a special office of the Tax
Ombudsman will ensure that taxpayer rights are defended, that taxpayers subject to controls or audits
know their rights and responsibilities, and to provide a means for the taxpayer to register complaints

! Tax legislation of the Republic of Moldova categorizes as tax reports any declaration, information, calculation,
informative note, other document, that are submitted or must be submitted to the tax body, regarding the calculation,
payment, deduction of taxes, fees, increases of delay (penalties) and/or fines or other doings related to birth,
modification or extinguishment of the tax liability (Tax Code, Art.129, para.9 and 9'). The tax report must be
submitted by taxpayer for each type of tax or fee within the established term (Tax Code, Art.187, para.l).

% Moreover, failure to do so constitutes, according to Art.257, para.5 of the Tax Code, a tax violation.

® According to Art.187 of Tax Code, the tax report shall be submitted using the mandatory automatized methods of
electronic reporting, starting January 1st, 2013, by all the VAT subjects.

* Document turnover for only one transaction involves up to 14 documents, involving much manual work.

® There is a complex system of adjustment from financial accounting data to tax accounting data — 16 differences on
the revenue side and 40 differences on the expenditure side. For every row of the CIT declaration an accounting note
with explanation must be created. Beyond that, there are up to 51 different reports that have to be prepared by
economic entities. For most of those reports, the addressees and terms of reporting differ, requiring additional time
and costs for report management.

® The new National Accounting Standards (NAS) entered into force on January 1% 2014, with mandatory application
since January 1% 2015. During 1997-2014, four financial accounting systems have been used in Moldova: Simplified
system, single entry accounting, simplified double entry accounting, classical double entry accounting. NAS No.62
“Single entry accounting” approved by order No0.104 as for 27.11.2002 of Ministry of Finance; NAS No.4
“Accounting for small business enterprises™ aproved by order No.32 as for 03.03.2000 of Ministry of Finance; NAS
No.5 “Presentation of Financial Statements™ approved by order No.174 as for 25.12.1997 of Ministry of Finance.

" The Ombudsman institution has been operating in the Republic of Moldova since April 1998. According to Law
No.52 of 2014, the Republic of Moldova switched from previous system, with several Parlamentary Advocates, to the
model of one single Ombudsman with general competence and, within the same office, a special — autonomous —
Ombudsman for the protection of children’s right.
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with the MTA, including reporting improper behavior by STI officers. In addition, the role of the
Ombudsman should be expanded to include mediation of tax conflicts [9]' and, if necessary at the
conclusion of mediation, an assistance role, such as guiding a taxpayer in applying for a remission of tax,
penalty, and interest in difficult cases.

The taxpayer does not have a choice in whether or not to pay taxes, it is compulsory and, at the
assessing and collection level, it can be confrontational. This can confuse taxpayers’ perception of whether
the treatment during an appeal will be fair and impartial. Third party opinion would be particularly
valuable to the small and medium taxpayer, since tax officials have access to legal advice and counsel.

Nevertheless, the Ombudsman can be at the assistance of the tax administration also. As a result of
any investigation, he can suggest changes in policy, services or procedure.

Conclusions

In the hope “to develop into a modern efficient European tax administration”? [10, p. 15],
MTA has to adapt its legal and social environment first. In Moldova this implies amongst others:

— Merging the current 35 local tax offices into a not more than six-eight modernized facilities;

— Establishing clear, transparent and predictable rules, especially in the field of taxes;

— Education of future taxpayers;

— Introduction of efficient incentive-orientated policy measures;

— Development of an Integral Tax Information System;

— Establishement of a special office of the Tax Ombudsman etc.

In this regards, further improvement in tax collection, by promoting voluntary compliance among
taxpayers, and therefore administration are needed®. No country, including Moldova has a perfect set of
laws and only comparative studies might review systems’ weaknesses and strengths.
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! The tax advantages of mediation have been highlighted following a survey among 1,000 respondents from small
and medium business communities carried out with the support of the Netherlands Embassy in Ukraine and Moldova
in the MATRA KAP program in 2010.

% The key strategic direction of the MTA is “to develop into a modern efficient European tax administration that will
provide the most optimal environment for taxpayers, so that they comply with their fiscal obligations in an adequate
manner”.

® It has been recognized that to ensure fiscal discipline and efficient management of public financial resources, the
main possibilities for raising revenues should not be by raising taxes, which can reinforce compliance problems, but
improving collection and therefore administration.
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MANAGEMENT OF SPORT COMPLEXES

Marian STAN', PhD Student,
Academy of Economic Studies of Moldova

The actuality of the investigated theme. Nowadays, human evolution, including his intellectual
development, proves the fact that especially the creation manpower and the employment was the solution
of all life’s ambitions in society. So, the fact is that in reality, man is the most important capital of the
society. Also, in an individual’s life, the practice of sport plays a significant role and that’s why the
initiation, the launch and the management of sports complexes activity reveal the existence of specific
management features that we will identify and explain in the current study. The aim of the research refers
to the elaboration of a theoretical base of the management of the sport complexes, to the pointing of the
factors that influence the efficient existence and function of a sport complex in our country and to the
determination of the responsibilities that have a manager who directs successfully the activity of the sport
complexes. The investigation is based on theoretical methods, such as: scientific documentation, analysis,
synthesis, comparison and on empirical research methods, like: study of researched literature and
observation. The results of the research indicate the fact that the profitability of a sport complex must
assure a particular structure to avoid the bankruptcy risk and also, that the administration of the sport
complexes activity must keep in view the reliable functions of the contemporaneous management.

Key words: management, sport complex, advantage, investment, profit, politics of practicing a
healthy lifestyle.

Actualitatea temei investigate. Astdzi, evolutia omului, inclusiv dezvoltarea lui la nivel intelectual,
demonstreaza ca anume forta umand de creatie si de munca a fost solutia tuturor ambitiilor vietii in
societate. Astfel, cert este ca omul constituie, in realitate, cel mai important capital al societdatii. De
asemenea, in viata individului, un rol colosal il ocupa practicarea sportului §i, tocmai de aceea, initierea,
lansarea si gestiunea activitatii complexelor sportive releva existenta unor trasdaturi manageriale
specifice, identificate si explicate in actualul studiu. Scopul cercetdrii vizeaza elaborarea unui fundament
teoretic al managementului complexelor sportive, evidentierea factorilor care influenfeaza existenta si
functionarea eficienta a unui complex sportiv in fara noastra §i stabilirea responsabilitatilor unui
manager care dirijeazd cu succes activitatea unitdtilor sportive. Metodologia cercetarii este constituitd
atat din metode teoretice, ca: documentarea stiintificd, analiza, sinteza, compararea, cdt §i din metode
empirice de cercetare, precum: studierea literaturii de referinta si observarea. Rezultatele investigatiei
subliniaza faptul ca rentabilitatea unui complex sportiv trebuie sa asigure o anumitd structurd pentru a
ocoli riscul falimentarii, iar gestiunea activitatii complexelor sportive trebuie sd tina cont de functiile
fiabile ale managementului contemporan.

Cuvinte-cheie: management, complex sportiv, rentabilitate, investitie, profit, politici de practicare
a unui mod sandtos de viata.

Axmyanenocms  uccaeooganus.  Ce200Hs,  pazgumue  4eno8ekd, 6 MOM  YUCie Hd
UHMENIEKMYAIbHOM YPOBHE, YKA3bIBAEN HA MO, YMO UMEHHO e20 MEOpYecKuli u pabodull nomeHyudan
AGNAIOMCSL PEUEHUeM 6CeX JICUSHEHHbIX ambuyuil 6 obwecmee. HUmak, 0e3ycio6HoO, 4enio8eK S8Semcsl
CamblM 2NABHbIM Kanumaiom 8 obwecmee. Kpome moeo, 0epomuyro poiv 6 dHCusHu 4enogexka 3aHumaem
cnopm, U UMEHHO NOIMOMY, CO30aHue, GHeOpeHue U Ynpasiexue O0esmelbHOCHbIO CNOPMUBHBIX
KOMNIEKCO8 CEUOEMeNbCmEyem 0 CYuWeCmeosanHuu OnpedeeHHbIX YNPAGIeHUeCKUX Kayecms, Komopule
BHIAGISIOMCA U OOBACHAIOMC 8 OAHHOM uccredosanuu. Llenvio uccredoganus s6semcs paspabomka
MeopemuyecKux OCHO8 MEHEONCMEHMAa CNOPMUBHBIX KOMNIEKCO8, 8bloeleHue akmopos, eIusiouux Ha
cywecmeoganue u dpexmusrnoe QYHKYUOHUPOBAHUE CHOPMUBHO20 KOMWIEKCA 6 Hauiel cmpane u
maxaice Ha YCManogieHue 00A3aHHOCmell MeHedxcepa, KOMOopbvlll YCneuwno Yupasisiem O0esimeibHOCHbIO
CHOPMUBHBIX KOMNAeKCo8. Memooonozus uccie0o8anus coCmoum u3 meopemuieckux Memooos, maxKux
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Kax: paboma ¢ HAYYHbLIMU OOKVMEHMAMU, AHAU3, CUHINE3, CPABHeHUe, A MAKxice U3 IMAUPUYECKUX
Memooo8  UCCIe008AHUsL: U3YYeHUe CHPABOYHOU Jumepamypvl u HabOiodenue. Pesyromamol
paccaedosanust NOOYePKUBaIONt, Ymo pPeHmaberbHOCMb CROPMUBHO20 KOMNIEKCA OOMICHA 0Oecneyums
0CoOYI0 CMpYKmMypy, KOmopas no360aum uzdexicams puck 6aHKpomcmaea, a ynpasienue 0esimenrbHOCHbIo
CROPMUBHBIX KOMNLEKCO8 OOJINCHO YUUNBIBATNb HAOEICHBLE (DYHKYUU COBPEMEHHO20 MEHEONCMEHMA.

Kniouesvie cnosa: menedsicmenm, CROpmMuGHvlll KOMHIEKC, PeHmMadenrbHOCb, UHEeCMUYUlU,
NpUOBLIL, NOAUMUKA NPOOBUICEHUS 300P0B020 00PA3A HCUSHU.

JEL Classification: M12; G32; 022.

Introduction. Social evolution, that man knows today, is constantly checking the schedule
for the identification and development of different modes of activity to be included in its service.
The development, at the intellectual level demonstrated that man is the key to everything, that creation
manpower and employment were the solution to all life's ambitions in society. The fact is that man is,
in reality, the most important capital of the society. Physical, biological and intellectual capacities make
up the driving force of the human capital.

Societies that are in continuous development pay a great attention to the maintenance and development
of physiological capacities of the population. Realization of these objectives can be achieved by:

— Promotion of the policies of practicing healthy lifestyle;

— Preparation of the methodical-teaching framework in physical education and sport;

— Training of managers and economists involved in the “sports industry”;

— Development of the medical framework for the prevention, diagnosis and treatment of diseases;

— Creation, development and improvement of material and technical base of stadiums, sports
complexes, recreational land, sport schools etc.

For the purpose of maintaining and supporting arguments given above, we find that the role of

sports complexes has a great and even vital importance in the social life of the individual.

Initiation, launch and management of sports complexes activity highlight management features
through the direct involvement of contemporary management functions.

According to the organizational management, administration and functional preservation of sport
complexes require the attraction of different types of resources, such as:

— Material resources (buildings, equipment, facilities, inventory etc.);

— Financial resources (sponsorships, investments, donations etc.);

— Human resources (coaches, trainers, managers, economists, doctors etc.);

— Information resources (media, teaching materials, information technologies, information boards,

posters etc.).

So, given the mentioned issues, we conclude that the manager has the following duties and
responsibilities, aimed at operating with resources of the sport complexes:

— Maintenance of sport complex according to technical standards;

— Upgrading and equipping of sport complexes with equipment and materials as required by

performance sport and sports for all;

— Organization and motivation of the staff management and maintenance of subordination;

— ldentification and monitoring of programs for the efficiency of sport complexes from the
technical and economic point of view;

— Management of activity of promotion of services provided to the public;

— Creation and promoting sports organizations (federations, clubs, sports schools etc.).

“A sport organization is a social entity involved in the sports industry, directed toward a goal with a

well-structured system activity and a relatively identifiable boundary”.

In this definition we attest five elements, which will be explained below:

1. Social entity: all sports organizations are made of people or groups of people who interact to
perform the essential functions of the organization.

2. Involvement in the sports industry: what differentiates sport organizations of other
organizations, ie their direct involvement in one or more aspects of the sports industry, for
example, by obtaining sporting goods or services. If other types of sport organizations may be
involved in other types of relationships, such as sponsorships, though this is not directly an entity
in the sports industry.
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3. Centre directed towards a goal: all sports organizations exist for a specific purpose, such as
making profit, encouraging participation in a particular sport or winning Olympic medals. The
objectives of a sport organization are usually harder to obtain by an individual but by the
members working together. Sport organizations have many goals and individual members may
have objectives that differ from those of the organization. Therefore, good management aims to
coordinate the organization's member’s activity and the common objective to achieve a positive
result.

4. A very structured activity system: the interaction of people or groups of people in sport
organizations do not appear “randomly”; we would rather talk about work systems very well
structured, such as marketing, product and service development, financial management and
human resource management. The main functions of a sport organization are divided into tasks
or smaller groups of tasks. The mechanisms used to coordinate these tasks ensure the objectives
of sports organizations.

5. Identifiable boundaries. Sport organizations must possess relatively identifiable boundaries to
distinguish their members from non-members. Members of sport organizations usually have an
explicit or implicit agreement with the organization, understanding that they get money, status or
other benefits for their involvement.

According to those reported previously, we certify that managers of the sport complexes need a
formal preparation in management and practice of training, if they are to become effective managers.
Implementation of the power, of the authority and leadership attributes can help the manager to perform
administrative tasks in a more productive manner.

Of great importance for the development of the Moldovan society has physical education and
sports, as well as development and promotion of a healthy lifestyle.

Since Moldovan transition to another system of organization of society, of the state (transition to a
society with a market economy — the process which determines the balance between supply and demand),
more frequently we encounter the concepts: “sport industry”, *“sports business”, private and public
partnership in the sphere of physical education and sport. Given the created requirements, all subjects
involved in the sport industry are forced to solve very different objectives and requirements compared with
existing ones so far. For example: ensuring financial stability of the organization without being differentiated
the following aspect: sport organization is a representative of the trade or is a “structure of the state”.
An important component in the work of several organizations related to sport industry are “sports buildings”,
which, together, represent the fundamental resources of the sport industry and, therefore, constitute a
growing interest for the investment program, and respectively, a subject of business-projects.

In the Republic of Moldova we increasingly attest professional sport clubs, whose main objective is
the organization of sport “shows”; sports and leisure clubs - attracting people to practice healthy sport by
using proper and efficient sport equipment from gyms (e.g. gym, cardio-hall, shaping hall or basin).

Currently, the Republic of Moldova, realizing the great importance of development of mass and
performance sports without proper infrastructure conditions, does not have a well-defined program in the
construction, renovation of sports buildings and their adjustment to European standards. Apart from this,
sports buildings are not exploited with enough performance, which can cause their degradation. A good
part of the realization of the National Programmes should be borne by the state. Other investments in sport
should include private investment, and the provision of services in marketing.

Among the possibilities to attract private investors, we believe that the main objective is the return
of investment. Otherwise, investments risk turning into donations. When operating sports complexes, it
would be essential to take into account both the interests of investors and those of the owners. Profitability
and profit from sport complexes can only be ensured through programs, strategies, management processes
and efficient operation.

In this context, we affirm that the managerial roles are essential in the management of sports
complexes. One of the biggest specialists in American management is Henry Mintzberg, who performed
multiple researches to describe the activity of managers. H. Mintzberg has collected a lot of data about
managers’ activities. Analyzing the data, the American researcher has identified three general types of roles:

— Interpersonal roles;

— Informational roles;

— Decision roles.
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Any administrator, who runs a sports complex, will have to take at the right time, three different
management types. However, the manager must take into account the need to coordinate the sporting
performance activities with those of the sport for all type.

Conclusions

In conclusion, we note that the practice of sport by the population is directly dependent on the
overall economic situation of the country, the time and financial readiness of those who are called to
participate, voluntarily, for personal benefit recreational and sporting activities. Since Moldovan transition
to a market economy, an important condition for activating the sport industry is the existence of managers’
performance prepared and trained to a high level of professional and that possess extensive knowledge in
the market economy. Profitability of sport complexes is directly proportional to the professional training
of employees at all levels of service.

Unfortunately, currently, the Republic of Moldova does not prepare managers and specialists in the
sports industry and there is an acute need for effective functioning and masterful management of the sport
complexes.

So, analyzing the main factors influencing the existence and operation of a sports complex in our
country, we conclude that at the modern stage of development of the “sport industry” in order to achieve
profitability of sports complexes is necessary to take into account the multitude of factors, from planning
and designing the construction of the sport complex, which will operate in market economy conditions and
increased competition. For this reason, the project must be oriented towards the efficiency of the building
and the interests of investor and the owner.

Thus, after completion of construction, the operation period follows in which, as mentioned above,
the owners must continuously follow their own economic interests and practical profitability of the object,
otherwise the risk of bankruptcy appears.

Profitability of a sport complex, currently in Moldova should be structured as follows:

— Being the unique sport complex in a certain location and date;

— Being an object that is of interest for the population;

— To meet the requirements of sports federations, which receive state funding and support;

— Being the official arena of more sport clubs;

— To be placed in close proximity of living quarters and main traffic routes of transport;

— To have well-trained specialists in marketing, which will organize annually 100-120 activities:

competitions, concerts, exhibitions, fairs and other mass events, including various commercial events.
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ANALYSIS OF FINANCIAL FLOWS
IN FOOD INDURSTRY ENTERPRISES

lurie SPIVACENCO", PhD Student,
Academy of Economic Studies of Moldova

In the present study it was used the analysis of food industry and the financial flows generated
by them. The analysis was based on information from the financial statements of these entities, and
the study of evolution: food industry output, number of enterprises and employees in food industry,
import and export of food production. Following the undertaken analysis are highlighted
some shortcomings and made some concrete proposals need to be considered in the sustainable
development of the food industry.

Key words: financial flows; food industry; food industry output.

Tn cadrul prezentului studiu s-a recurs la analiza intreprinderilor din industria alimentard si a
fluxurilor financiare generate de acestea. Analiza s-a fundamentat atat pe informatiile din Rapoartele
Financiare ale acestor entitati, cat si pe studiul evolutiei volumului productiei industriei alimentare,
numdrului de intreprinderi si angajati in industria alimentard, importului si exportului productiei
alimentare. Ca urmare a analizei intreprinse sunt evidentiate unele carente si formulate propuneri
concrete, necesare de a fi luate in calcul la dezvoltarea durabila a industriei alimentare.

Cuvinte-cheie: fluxuri financiare, industrie alimentard, volum al productiei industriei alimentare.

B pamkax oannou cmamvu asmop ocywecmeun aHanu3 RUEoU NPOMbIUIEHHOCHU U PUHAHCOBbIX
NOMOKO08, 2eHepupyembvix umu. Ananuz Ovinl 0OCHO8AH KAK HA UHGOpMayuu U3 GUHAHCOB0U OMUEMHOCIU
npeonpusmull NUWEEOl NPOMbIUIEHHOCMY, MAK U HA 960M0YUU PO nokazamesnell maKux Kak: o6vem
NpoU3BO00CMea NUWEBOU NPOMBIUICHHOCHU, KOIUYECMEO NPEeOnpusmull U pabomHUKo8 6 NUUesoll
NPOMbBIUIEHHOCY, UMROPM U IKCHOpm npodykmose numanus. [locie npogedennozo ananusa evloeneHul
HeOdoCmamky U cOenanbl KOHKpemHble npednodtCenus, Komopwvle 00NCHbL OblMb Yumensl Npu yCmouiugom
Pazeumuy NUWEEoL NPOMbIUICHHOCHIU.

Knioueswvie cnosa: ¢hunancosvie nomoxu, nuujesas npOMblUIEHHOCMb, 00beM NpPouU3800Ccmea
NUWEBOL NPOMBIULIEHHOCHIU.

JEL Classification: G30; F3; F4; F14; Q17.

Introduction. The level of economic development of a country influences directly financial
management decisions within the enterprise. Usually, economic growth contributes to enhancing the
welfare of population, consumption and consequently demand. In order to achieve these goals, enterprises
increase their production capacity to sell more in order to meet increasing demand. All these help to boost
borrowing of funds and demand for financial resources from economic agents.

The economic growth is a process of increasing the national economic dimesions based on
combination and more efficient use of factors of production, process determined, on the one hand, by a
series of direct factors as quantity, structure and quality of human potential, natural resources, capital etc.,
on the other hand, by a set of indirect factors as scientific and technological progress, rate of investments,
international economic changes etc.

In contrast, the economic downturn is a process of contraction of economic dimensions of a certain
country and is manifested by a lower efficiency of use of available resources and a lower gross value
added. The evolution of a country’s economy influences directly other sectors of national economy and
determines the business prospects in a certain society for a significant period of time.

Basic content. It must be mentioned that the evolution of the Moldovan economy, over the last five
years, according to the National Statistics Bureau, is supported by an increase approximately in all
branches of the national economy. In particular, gross domestic product (GDP) increased in 2014

1 © lurie SPIVACENCO, spivacenco@mail.md
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compared to the previous year (2013) to 10.94% (111,501 mil. lei: 100 510 mil. lei x 100 -100) and
55.11% (111 501 mil. lei: 71 885 mil. lei x 100-100) compared to 2010 (Figure 1).

In general, a stable macroeconomic environment of a country, external conditions, economic
growth, banking sector stability and, not least, increase in population’s welfare constitute factors that
influence development of the most important sector of national economy, namely industrial sectors within
that country.

Anul 2014 | ——————— 111501
Anul 2013 I 100510

Anul 2012 I 38228

Anul 2011 I 32349

Anul 2010 I 71885

0 20000 40000 60000 80000 100000 120000

Fig. 1. Evolution of GDP in current prices in the period 2010-2014, mil. lei
Source: Prepared by author based on National Bureau of Statistics data.

In the Republic of Moldova, on the background of national and international turbulences that have
materialized into decreasing intensity of economic agents’ activity, income reduction of both the
individuals and the legal entities, significant drop in imports and remittances, freezing investment projects,
instability of the banking system especially during the years 2013-2014, the appearance of a functional
stability was preserved as a subject of active interventions of the National Bank of Moldova and attracted
financing from the International Monetary Fund.

In this study, the food industry enterprises were selected for analysis of financial flows. The
reasoning selection from all areas of activity of the domestic industry, the choice of the food is dictated by
the following factors:

— the food industry is one of the main sectors of national economy directly involved in ensuring
food security of our country, in the formation of export potential and has a positive impact on the
dynamics of country's economic growth. Currently in the domestic economy, food industry
brings together dozens of sub-sectors, the most important being the production of meat products,
wine, sugar, dairy products, oils and fats, bakery, confectionery etc.;

— the food industry is not monopolized, such as the electricity;

— the majority of food businesses are found approximately in the same external conditions for
development;

— food industry is in a slump for a long time, which worsens the unfavorable external economic
situation linked to the global financial crisis in 2008-2009 and the crisis in the domestic banking
sector in 2013-2014.

In addition, it should be mentioned that like any other industry, the food industry is inherent in a lot
of features. In particular, products manufactured by food companies belong to the group of essential goods
and therefore are in constant demand (for food budget is consumed half of the revenue of the country’s
citizens). The sector is closely related to agriculture; respectively the increase of the efficiency of
enterprises’ operation in the food industry is impossible without solving also the  problems/
challenges that are present in agriculture. As a final link of the technological chain, the food sector must
provide better storage and processing of agricultural production, transforming it into high quality goods.
However, the issue of compliance with quality and environmental safety of food products for the
domestic economy remains quite acute. Unfortunately, both, for the domestic producers and consumers
the price continues to be the most important , but not the quality of served food products. Security
standards laid down in state standards remain unchanged, but because of inefficient state control, the
domestic products of low quality continue to be produced and the semi-finished products of dubious
quality are still imported.

The importance of this sector to the national economy results also from the share held
by food production volume in overall industrial output. Although during the years 2010-2013
there were positive trends of increased food production, yet its growth in recent years has been quite
modest (Figure 2).
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Fig. 2. The evolution of the food industry production during the years 2010-2014, mil. lei
Source: Prepared by author based on National Bureau of Statistics data.

In particular, in 2013 compared to 2012, the food production volume increased by 7.32%, but in
2012 compared to 2011 — by 6.34%. Furthermore, during these periods the food industry increased
production due mostly by higher prices, and less because of higher production volumes. Compared to the
previous year (2013) in 2014 was a decrease in the volume of food production from 39 024.3 mill.
to 36 781,1 mill. lei or 5.75%.

It also notes that if in 2010 the production of the food industry had a share of 41,71% of country’s
industrial production (11736,6: 28140,1 x 100), then in 2012 it increased to 42.87%. However, from 2013 there
had been noticed a slowing position of food production industry in the total sum of overall industrial production,
so this year the food production industry had a share of only 27.51% of the country’s industrial production.
Although in 2014 compared to 2013 the situation had slightly improved (food production had a share of 32.22%),
though the position of food production in total industrial production was below the 2010 level.

Among the main objective factors that caused the reduction of production volume of the food
industry in the analyzed period may be mentioned:

1. loss of traditional markets in CIS countries;

2. reduction in agricultural productivity, which reduced the supply base of raw material for food

industry enterprises;

3. obsolete technologies also as a result of the high production costs, and therefore a lack of
competitiveness;

4. increase in raw material prices as a result of reduced agricultural productivity and outdated
technologies;

5. increased competition from foreign producers that was imposed because of their relatively low
cost (especially producers in Ukraine) or the promotion and imposition of trademarks (producers
from EU countries).

Likewise, can be mentioned a series of subjective factors that contributed to the contraction of the

food industry in recent years, such as:

o lack of success of the privatization program, which has failed to bring the financial resources for
boosting the production in the former Soviet enterprises in the food industry;

e poor preparation of the management teams in most businesses in the food industry;

o inconsistent public policies that have not supported the industrial production, but only some
individual companies.

As a result of the over 300 industry enterprises producing wine in the former MSSR, today are
viable only less than 90. From about 100 businesses and production departments of canned food industry,
today operates only about 80. Large zoo technical complexes had practically disappeared, being replaced
with farms where the livestock is much smaller, based more on principle of existence, and not
scientifically organized processes.

To this end, the finding is that in the food industry in the period 2010-2014 it had been showed a
negative trend of reducing the number of businesses and employees within them (Figure 3). Thus, if in
2010 were active 1487 food industry enterprises, with a headcount of 32,611 people, in 2014 the number
of businesses dropped to 1202 units or with 19.17% and the number of employees decreased to 25 006
persons or with 23.32%.
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Fig. 3. The evolution of businesses and employees in the food industry
in the period 2010-2014 in Moldova
Source. Prepared by author based on National Bureau of Statistics data.

Among the reasons of reduction of number of enterprises and number of employees it can be
mentioned the fact that most businesses (about 98%) in the food industry are part of small and medium
enterprises and as a result they are not able to resist to the external challenges of the autochthonous
national economy in the past years. In our opinion, only large enterprises have the resources needed to
implement modern technologies, advertising campaigns for promoting their own products, and not the
least, to compete effectively with imported food products. Small business cannot develop new
technologies, implement projects to promote on the international markets, benefit from economies of
scale, after which all manufacturers of modern economies are running. Thus, without a sufficient number
of large enterprises, a sector of the economy tends to be eliminated and lose the competitive battle.

Thus, without a sufficient number of large enterprises, a sector of the economy tends to be
eliminated and lose the competitive battle.

Structurally, the food industry is still dominated by a few sectors such as wine production, milk
production, meat production and meat products, sugar, vegetable preservation and production of bread and
pastry (Table 1).

Table 1
The evolution of the main production sectors of the food industry in the period 2010-2014

2010 2011 2012 2013 2014

Food and beverage, total mill. lei, including: 11738 | 14200 | 15588 | 16223 | 11850
- Production, processing and preserving of meat and meat

products 1474 1925 2435 2645 2895
-processing and preserving of fruit and vegetables 1043 1822 1608 1775 1893
-manufacture of vegetable oils and animal fats 997 1306 1625 477 721
-manufacture of milk products 1249 1391 1534 1706 1995
-production of mill products 152 225 219 310 184

-production of bread, bakery products and pastry cakes and | 1115 1304 1370 1494 1153
fresh pastry

-production of sugar 1058 1096 936 1383 1176
-manufacture of cocoa, chocolate and sugar confectionery 481 543 546 606 633
-manufacture of distilled spirits 511 604 925 1036 972
-production of wine 2023 2074 2315 2674 2246
-manufacture of mineral water and soft drinks 324 397 401 374 424
-manufacture of food products 1152 1338 1478 1744 1567
Food and Drinks Industry, total, %, including: 100.00 | 100.00 | 100.00 | 100.00 | 100.00
-production, processing and preserving of meat and meat

products 12.56 13.56 15.62 16.30 18.43
-processing and preserving of fruit and vegetables 8.89 12.83 10.32 10.94 9.97
-manufacture oils and vegetable and animal fats 8.49 9.20 10.42 2.94 8.08
-manufacture of dairy products 10.64 9.80 9.84 10.52 11.84
-manufacture of mill products 2.65 2.82 2.66 1.91 2.55
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2010 2011 2012 2013 2014
-manufacture of bread, bakery products and pastry cakes and | 9.50 9.18 8.79 9.21 9.78
fresh pastry
-manufacture of sugar 9.01 7.72 6.00 8.52 9.92
-manufacture of cocoa, chocolate and sugar confectionery 4.10 3.82 3.50 3.74 5.34
-manufacture of alcohol drinks 4.35 4.25 5.93 6.39 8.20
-manufacture of wines 17.23 14.61 14.85 16.48 14.95
-manufacture of mineral water and soft drinks 2.76 2.80 2.57 2.31 3.58
-manufacture of other food products 9.82 9.41 9.50 10.75 13.22

Source: Prepared by author based National Bureau of Statistics.

If wine production in recent years experienced a significant decline, other sectors have recovered,
but under the influence of price increases and less due to higher production volumes. In particular,
in 2014 over the previous year food industry as a whole in 2013 recorded a decrease in production volume
by 26.96%.The production volume has decreased on particular activities: production of milling
with 40.65%, bread and bakery products — by 22.82%, wine production — by 16.00%, manufacture
of drinks — 6.18%.

At the same time there has been an increase in the output of the food industry in the following
activities: manufacture of oils and vegetable and animal fats — by 51.15%, manufacture of dairy products —
by 16.94%, producing mineral water and soft drinks — by 13.37%, production and processing of meat and
meat products — 9.45%, processing and canning of fruits and vegetables — 6.65%, manufacture of cocoa,
chocolate and sugar confectionery — 4.46% etc.

It should be mentioned that while the trends of decrease in the share of production sector in the food
industry and industrial production noted a loss of food business position in the local market compared to
importers. Imports of cheaper food has complicated the situation further to the food industry.

Thus, in 2010-2013 imports of food production increased from 309 mill. USD in 2010 - 403
million. USD in 2014 (Figure 4).
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Fig. 4. The evolution of import and export food production over the period 2010-2013, mill.
Source: Prepared by author based on National Bureau of Statistics data.

At the same time export of food production has increased from 317 mil. USD in 2010 — 427 million.
USD in 2014. If food production in 2010 had 20.56% (316 942.1: 486.6 x 100 1541) of total exports, then
export food production in 2014 is only 17.60% (427 293.5: 2428303 x 100) of total exports.

In 2013 food exports were lower than imports, which also affected much of the industry outlook.
Considering the low competitiveness of the food industry barriers for exports to Russia, Belarus and
Kazakhstan we believe that in coming years the gap between imports and exports may increase to imports.
Overall the food industry over the past five years has lost importance and related economic flows have
decreased as a percentage of total financial flows in the economy.

Conclusions. Food industry enterprises had hard times during this period. Competition with
foreign producers, the loss of traditional markets, the lack of a clear strategy to promote its products,
increasing production costs due to high prices of energy products caused the industry to lose of its
importance. As a result the financial sector in the country has significantly reduced agri-food sector's
funding as sector fragmentation, lack of competitiveness has increased funding risks. Thus, in addition to
operational issues, food industry enterprises were faced with major funding problems.
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Focusing on a detailed analysis of the agrifood sector in Moldova, we conclude the following
difficulties:

a) low level of modern technology for food processing;

b) low processing and, consequently, low efficiency;

c) lack of processing capacity;

d) inaccessible capital for restructuring and upgrading of processing;

e) low degree of vertical and horizontal integration between process and primary production;

f) the absence of implementing food safety standards and food quality standards;

g) the low level of implementation of modern management and marketing methods;

h) limited access to developed markets;

i) competitive advantage related to lower labor costs will gradually decline, so will be a need to

increase productivity.

To address these difficulties Moldovan government adopted a Decree No. 1149 on 05.10.2006
Industry development strategy for the period until 2015 “and the decision on 04.06.2014 nr. 409,
“On adopting the national strategy for agricultural development and country for the years 2014-2020",
under which it is proposed to be launched processes of restructuring and modernization of food sector,
with additional financial support to strengthen vertical and horizontal integration and implementation
of food safety requirements and quality food. These activities will involve financial support for investment
in processing facilities, modern buildings, modern production lines, including all infrastructure
support” [45]. In the documents data is indicated that because of the lack of conformity of significant
elements of agricultural and food processing sector with EU requirements on food safety and quality
requirements of the domestic food sector, it limits access to European Union markets.

However, EU standards and other international standards for food safety is a precondition for
successful global trade of agricultural products and placing high value on international markets Large
investments will be needed to modernize production technologies in line with EU requirements, as it was
done in the new Member States. Current shortcomings in food safety management system of the country is
the most serious impediments to access and presence of Moldovan agricultural products more competitive
in international markets, and national public health considerations.

Food Safety Strategy and the new legislation initiated the transparency and credibility of the
system. At the same time, to identify the resources needed for investments laboratory in accordance with
the development strategy of the system of laboratories in the food and feed chain in Moldova for the
period 2013-2015. Also, border inspection posts and other infrastructure will demand for significant
investments to be equipped according to EU requirements.
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EVOLUTION OF REGULATIONS FROM ROMANIAN
BANKING SYSTEM -ROMANIAN COMMERCIAL BANK
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Alongside with the economical globalization, the difficulties of economic nature became so varied
due to the growth of relations. The article proposes to analyse the behavior of the Romanian Central Bank
based on annual reports as a result of changes emitted by the National Bank of Romania. First of all, it is
highlighted the benefit brought by this guideline for credit institutions as well as for clients, regardless of
their field of activity. Therefore, this article tries to offer a valid answer to the question whether the
improvement of product and services offered by RCB (Romanian Commercial Bank), in conformity with
the cautious changes lead, on one side, to financial stability but on the other side to the attraction of an
impressive number of clients.

Key words: changes, innovation, banking system, bank run, factoring.

Dificultatile de ordin economic, alaturi de globalizarea economicd, au devenit generale din cauza
amplificarii relatiilor atdat de variate. Articolul isi propune sa investigheze comportamentul Bdncii
Centrale Roméane, pe baza rapoartelor anuale, in urma diverselor reglementari emise de Banca Nationala
a Romaniei. Tn primul rand, studiul analizeazd contributia respectivelor norme atat pentru instituziile de
credit, cat si pentru clienti, indiferent de segmentul lor de activitate. In acest sens, articolul incearcd sd
ofere un raspuns valid la intrebarea dacd imbundtatirea produselor si serviciilor, oferite de BCR, in
conformitate cu reglementdrile prudentiale, se soldeazd, pe de o parte, cu stabilitate financiara si, pe de
altd parte, CU atragerea unui numar impresionant de clienti.

Cuvinte-cheie: reglementare, inovare, sistem bancar, rulaj bancar, factoring.

Hapsoy c¢ sxomomuueckoli enobanusayueti, 3KOHOMUYECKUe MPYOHOCMU Npuodpenu oobuwuil
Xapaxkmep nOCpeOCmeoM ycuieHus pasHooopasueix omuoutenuti. Cmamus Hayenena Ha aHaiu3 no8eoeHs
Llenmpanvnoco banka Pymvinuu, Ha ocHO8AHUU 20006bIX OMUEMO8, 6 pe3yibmame pPa3IUiHbLIX
HOPMAMUBHBIX U NPABOBLIX AKMO8, 8bloanubix Hayuonanonvim bankom Pymeinuu. B nepeyro ouepeov,
cmamus aHaIu3upyem npeumMywecmeo, Komopoe 0anu mu HOPMAMueHvle U Npagogvie axmol O
KpeOUmHbIX YupertcOeHull, a max dice Ol KIUeHmMOo8, He3a8UCUMO Om ux cghepbl desmenvHocmu. B smom
cmblcnie, CMAambs CMPeMUmcs npasuibHo OMeemums HA 80NpPOC, Gedem Ju YIAyHuleHue NPOOYKMOo8 U
yenye, npedocmasnsemvix Llenmpanvuoim bankom Pymvinuu, 6 coomeemcmeuu ¢ HOPMAMUBHLIMU U
npasosuLlMu aKkmamu, ¢ OOHOU CMOPOHbI, K (UHAHCOB0U CMAOUNLHOCMU, U, ¢ OpY20li CMOPOHbL — K
npusnedeHuto 3Ha4UmenbHO20 KOIU4ecmea KiueHmos.

Knioueswie cnosa: npasosvie Hopmbl, UHHOSAYUS, OAHKOBCKAS CUCMEMA, PAKMOPUHR.

JEL Classification: E58; F3; G21; G28; H76; O31.

Introduction. The present puts at our disposal a globalised society with a variety of economic
possibilities, which offer the proper frame for obtaining a free transaction. In the area of financial system,
the banking authorities occupy an important role from the point of view of a good functioning of
economic institutions as well as the whole economic system. Therefore, throughout time a constant worry
was manifested for the realisation of a functional banking system, adequate for being able to offer a
variety of products and services which can answer the high demands of potential clients, from the very
beginning of the banking existence and until this moment.

The subject of the article is of actuality, being in a harmony with the decisive realities form the past
couple of decades, but also in capacity with the elucidation of importance that the identification factors

1 © loana-Gabriela FINTINA (GRIGORESCU), ioanagrigorescu29@yahoo.com
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and processes which lead to the innovation activity on the Romanian banking market. On the other hand, |
decided to develop this considerable theme and through the view of occurrences that took place in the past
years in the banking field, occurrences that primarily brought the concept of “innovation” in a variety of
not accessible at all administered combinations.

The competition, at a general level, appears in any community, under the assembly of social links.
The concept of “competition” discloses many agreements, however the fundamental plan in which
competition occupies an essential position is the economic domain. The progress of economic activities is
subordinated by the existence of actual and undisputed competitions between competitors.

The summary of specialty literature. The banking change could be ordered after the causes of
banking guidelines in economic changes and social changes. The economic changes represented limiting
processes of power on the market. Social changes, also named the changes of security, the viability of the
banking sector, it is reported at a general level with respect to client sustainability. (Majone, 1996)

A significant contribution for guaranteeing the financial stability also has the macro-prudential
supervision. Even though there is no definition for such term admitted at a general level in a piece of work
dating from 2009, offered by Borio and Drehmann, edited by the Bank of International Regulations
researches the possibility of the definitions of financial stability, distinguishing three identical notions of
these definitions:

e To begin with, these definitions treat the financial system per assembly, excluding particular

institutions;

o On the side, the financial system is not appreciated properly, but it evaluates the advantages and

economic costs (the economic welfare) and certain terms such as “real economy” (economy activity);

o Hence the definitions offer information regarding the financial instability.

Both in the case of banks as well as monetary organizations it is a necessary change because those
are linked in the short, medium and long run to the monetary flows. If a single influential institution would
cease its existence, it will rapidly affect the other entities on the market. This case was observed in 2008,
when once with the bankruptcy of Lehman Brothers the crisis began®. Another argument that enforces the
change in this area that is beneficial is the fact that: loans are done by the common consumers, through
deposits, economic accounts or pension funds.

A severe repercussion both for retail clients as well as administration in the case of a bank collapse
taking place it would be due to the fact that their rights to information is limited. Therefore, it is tried to
block the possible “bank runs” (substantial withdrawals of deposits), moments in which scared by certain
arrangements that could have taken place the depositors choose to quickly empty their deposits offering a not
so happy ending to that certain bank?. For backing up its clients, but also for preventing certain “bank runs”
and systematic crises the government should always be prepared to take action in such situations. In the case
of certain gain of another official “bail-out” (it represents the action of sending the capital, cash, in an
economical institution which is in difficulty with the purpose of enclosing the possibility of bankruptcy
or insolvency), the administrators of banks could be encouraged to expose themselves long enough trying to
accumulate winning as important as possible giving the impossible insolvency.

Regarding the nominee for the Nobel prize for economy, Jean Tirole, one of the subjects
approached periodically in his work is that, in a utopian situation the changes have to give special
attention to the viability of the system, therefore managing to enclose the moral hazard which can indicate
the probability of the arrival of a new crisis®.

Certain authors, such as Rochet and Tirole (1996), consider that banks will be supervising one
another to overcome o possible systematic crisis on a decentralized interbankery market.

This desideratum is limited or repealed by government initiatives, which claim that they will offer
help to any bank on the verge of insolvency. This study indicates that certain systems of regulations can
solve such situations.

! Noam, Eli, “Fundamental instability: why telecom is becoming a cyclical and oligopolistic industry”, Columbia
University, Information Economics and Policy 18, 2006, pag. 272-284

% Tirole, Jean, “Market power and regulation”, pag. 37

® Tirole, Jean, “Market power and regulation”, pag. 39
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Even though no real verification over the bank exists due to the fact that the depositors are little and
dispersed the main function of regulation is the one that portrays the interest of clients investigating banks.

After many other specialists of the banking system, Berger and Hannan 1998, for a peaceful
existence in this area, the management of the bank should embrace projects that imply a minimal risk or to
activate the cotes of efficiency for risk reduction. According to other researches done by DeYoung and
others in 1998 and by others in 1999, indicate the fact that competition is attracted by deregulation offered
the banks a stimulant regarding the more efficient functioning.

Other research done by Keeley in 1990 and Kwan Eisenbeis in 1996 prove that the growth of
competition can augment the banks’ incentives by gradually rising up the risk factor, which represents a
potential threat regarding the security of banks and payment system.

Another two researchers Tirole and Farhi (2012) highlight the tendency of the financial unities to
absorb significant credits on short term and to place them in the same way. Due to the fact that all the
representatives on the market depend on the governmental bail outs the systematic risk is increasing.

These take into account certain political regulations that have as a base: interest (for example: the
decrease in interest rate during the period of crisis for backing up the refinancing) and transfer politics (for
example: during period of crisis unlimited exchanges between financial institutions). There are also certain
optimal politics that serve as composing the cash reserve, but valid politics of interest rates as well. Those
two give a particular attention to the equitable introduction of macro-prudential regulation.

The institution which possesses the most realistic and precise information regarding its own actives
is the bank and with the possibility of reselling those actives would be appreciated as unprofitable. In this
case the market price diminishes greatly and the banks with valuable actives choose to keep them,
therefore becoming incapable of subsidizing the investments.

The European Central Bank, one of the regulation institutions, that participates directly on the
market of financial actives, to overcome such a situation it is decided that they purchase them. From this
governmental proposal the banks with unstable actives will be able to profit, a difficult situation for the
contributor. An essential choice in Tirole’s point of view to improve the politics in this domain is to
ransom the weakest actives and to assure the banks’ subsidizing with a medium quality of the actives by
keeping them in a balance sheet. Hence the prosperity of the markets will be maintained on the market but
only the actives with the high grade of quality™.

The evolution of the Romanian banking system in the context of banks’ behavioral changes —
the case of the Romanian National Bank. According to the definition given to the National Bank of
Romania under the Law number 58 from 1998 the term on regulation is defined as a “normative act emitted
by the National Bank of Romania in enforcing the current law which is imperative for all the banks™2. In the
complex process of transformation an essential role is played by the relation regulation — innovation. In this
case | will analyse those that are to follow starting from the banking Law number 58 from March 1998 what
modifications were made in the behavior of the Romanian Commercial Bank. Through the activities
permitted to banks in this law there are also financial leasing activities, hence RCB establishes a specialized
leasing subsidiary, which was up and running in the month of April 2011, although as observed from the
bank’s reports, RCB places external factoring services beginning with the year of 1998.

Regarding the previously mentioned banking Law this establishes the way of functioning of the
banking activities from Romania both at the level of banks as well as the National Bank of Romania.
Hence the banks can undertake activities such as:

e Acceptance of deposits;

e Lending credits, factoring operations and discounting the effects of commerce, including
forfeiting;

Emission and managing payment and credit instruments;
Payments and discounts;

Funds transfers;

Warranty emission and commitment assumptions;

! Tirole, Jean, “Market power and regulation”, pag. 40
2 Law 58 form 5 March 1998 — Banking law
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o Transactions in own account or in clients’ account with:

— Monetary negotiable instruments (checks, bill of exchange, deposits certificates);

— Currency;

— Derived financial instruments;

— Precious metals, objects made up of these, precious stone;

— Transferable securities;

— Intermediation in placement of transferable securities and the offering of services linked to these;

— Clients’ portfolios administration, in their and on their own risk;

— Custody and administration of transferable securities;

— Depositary for collective placement entities of transferable securities;

— Renting safety boxes;

— Financial-banking consultancy;

— Warrant operations™.

Another important element done by RCB in 2001 was represented by perfecting the organizational
structure this beginning to be led by clients but, also the appearance of a new department preoccupied with
managing external projects.

An important activity done by the Romanian Commercial Bank was the disconnecting of
transactions with compensated transferable securities, attribution being given to the Romanian National
Bank. Therefore, it controlled important transactions which by the end of the year brought a stable market
cote at the level on volume of discounting transactions to be 13.6%. Even the technological sector is
aligned with the international regulation guidelines, trough the intermediary Banktrade product which
guarantees the external payments (letter of credits, collections, warranties, payment orders).

A final purpose of RCB was represented by the estimating, controlling and decreasing the risk of
credit. Hence for the credit estimation risk, the bank hands out an intern rating credit model, namely two
dimensional, but also a computerized eco-financial analog procedure with those used from international
banks. A scoring analysis model was used by the bank for measuring the risk of credit with respect to the
natural persons. The bank also gives its clients’ obligations higher than 200 million lei to the Central
Banking of Risks (CBR). Hence regarding the supervision of credit risk with respect to its fundamental
clients which were highlighted significant exposures, the bank fixed certain maximum risk exposure cotes
(higher level possible at which the bank could lay out its respective client) and supervised the permanent
adaptation of duties to those with risk cotes set.

Another indicator which was well watched by the RCB was the risk of cashing. In this case as a
result of the introduction of Guideline number 1/2001 regarding the cashing of banks by the Romanian
Commercial Bank, it was needed to adjust fundamental objectives with respect to cashing risk depending
on the new implemented regulations. Hence the bank emitted laws and action initiatives regarding the
information lines of placements, maximum estimation points of cashing risk for a single person, and for
the type of indicators whom help such risk is supervised.

Permanent restructure of bank activity and ways through which this can go on with activity imposed
firmly as exigency the careful supervision of operational risks. Hence having the goal of reduction the
operational risk, but also the credit risk the Romanian National Bank — Central Payment Incidents (CPI)
data base is examined in the moment of opening of new accounts for clients or when demands are
investigated for varying loans. The Romanian Commercial Bank supervises continuously that the ability
indicators remain in minimal points stipulated by the careful guidelines of “the Romanian National Bank
respectively 8% for the fitness rate of the capital calculated as a report between own capitals and net
exposure from the actives of accounts of settlements and extra settlements and 12% for the solvency
indicator calculated as a report between own funds of the bank and net exposure from the active accounts
of settlements and extra settlements”?,

Regarding the currency risk, in conformity with the Romanian National Bank guidelines, the bank
estimates daily the value in lei of actives and passives. More administrative councils were created thanks
to the banking law which examines the essential risks, controlled by the leading members of the bank.

! Law 58 form 5 March 1998 — Banking law
2 www.bcr.ro — annual report 2001, page 44
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From these we remember:

e The credit committee — it examines and authorizes the loan demands, it sends warranty letters

such as the evaluation of procedures for retrieving claims;

o The risk committee — the consultancy authority that examines the causes appearances of banking

risk and recommends certain protection policies;

e The planning committee of actives and passives that serve as sustainment of shareholders and

depositors.

Nonetheless the activity of the Romanian Commercial Bank is promulgated by the banking Law
number 58/1998, this was changed and united under Law 485/2003, which introduced certain
governmental corporative guidelines, representing the indispensable legal climate to distinguish the
supervising function from the leading one.

As a consequence, regarding the exigencies imposed by RNB, on one side the area that prevents
money stealing (under Law 656/2002 for preventing and sanctioning money laundering, as well as
establishing certain prevention and combating measures of financing terrorist acts, and on the other side
regarding the customer knowledge guidelines (through guideline 13/2003), the Romanian Commercial
Bank emitted a few proper rules from which the following can be mentioned:

o Determining the identity of clients;

e Denouncing doubtful operations, of cash transactions and international displacement higher or

equal to 10,000 euro;
Retention and storage of data and acts;

o Educating the personnel in the area of prevention of money laundering and subvention for acts of

terrorism;

Compared to the monetary risk in 2003, RCB initiated necessary procedures for establishing the
permanence of some low currency cotes according to the established RNB guidelines: maximum 10% of
bank’s own reserves for any level of specified adjusted currency and maximum 20% of bank’s own
reserves with respect to the total currency position.

In the year 2004 RCB started a new tactic regarding cash management, having guaranteeing the
necessary cash for paying bank’s debts with any occasion as a goal. The main criteria which the tactic was
based upon were: the daily management of bank’s cash and the minimal imperative reserve of RNB;
prevision of minimum 6 months for the minimum reserve necessary and the current account of RNB;
supervision continuing registration and refunding done by the branches through the current RNB account.

Next year RNB started a program which envisioned establishing the quantitative effect that Basel 11 will
be able to retain with respect to the necessary parameters of credit institution capital. In the year 2005, the
Romanian Commercial Bank, as a prime credit institution on the line of progress applying the Basel Il
procedure it had to expose the achievements for the introduction of the Basel exigencies. Hence RCB tried to
introduce a capital placement model on business axis, which includes the most developed procedures of Value
at Risk for the market Risk and the procedure standardized for the operational risk. At the same time, it
evaluates the performance alongside with the risk through an intermediary essential indicator RAROC (Risk
Adjusted Return on Capital), but also the price adjusted on the capital, appreciated as “economic added value”.

Given the essential qualities of the RCB, with respect to accomplishing the international guidelines,
of laws and ordinances emitted by the RNB, this was introduced, in the year 2006, a new action referring
to preventing money laundering and financing terrorism. The initiative represented an addition to law
656/2002 for preventing and sanctioning money laundering, as well as for implementing some measures
for combating and preventing the financing of terrorism acts by implementing some procedures which
served as campaigning terrorism subvention.

Therefore, the management of communications proves about clients linked to money laundering and
financial terrorism eradication was undergone in discrete conditions; the bank held the responsibility
identification of the client in multiple situations: at the beginning of a new business, when data was
coming up regarding a possible plan of money laundering or terrorism subvention, even when slight
presumptions of such possible acts occurred; the bank’s obligation of obtaining certain data to determine
the true identity of a person which benefited from the activation of representatives.

In 2007 RCB continued to improve its top bank positions. Therefore, it changed its allowance credit
limits. This position served as preventing and limiting the possible risk from the loan operation of
corporate clients, but also latent operational risk to the additional risk credit which also had an impact on
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the fitness bank capital, alongside with the careful regulations of the Romanian National Bank and the
exigencies of the Basel Agreement I1.

The bank estimates the market risk through the prototype evaluation Value at Risk, in conformity
with the Basel Il exigencies. Therefore, the KVar function was introduced and the VaR measured for
essential departments with the goal of recommending fitting limits to supervising market risk.

Conclusions. Even though the banking globalization had positive effects, one of the negative effects
was the universalizing of criminality. There were periods in which the banking sector accomplished
functions on a fund of instability and incertitude, which often led to varying risks and to certain severe
malfunctions to which banking activities were exposed. The prestige and stability of credit institutions is
thanks to their skills to cope with perturbation and controversies, regardless of their criminal origin or that it
reports to the effect of globalization or economic crisis. And that is why banking regulation appeared.

This piece of work analyzed the evolution of the Romanian banking system starting from the
banking Law 58/1998 regarding the behavior of credit institution. The banking system was and will be
maintained in a dispersed friendly risk and innovation area. However, only certain banks which will
manage to adapt to the new guidelines and regulations of the Romanian National Bank will be able to
survive and exist on the market, hence risking to be absorbed or enter insolvency.

I will round up with a quote from Aristotel: “The justice’s virtue is made up of moderation, then the
regulation is made up of wisdom”, which tells us the main idea of this study that everything must be done in the
banking system based on strict regulations serving as both financial stability as well as consumers’ protection.
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PUBLIC-PRIVATE PARTNERSHIP IN UKRAINE
AS ONE OF THE MECHANISMS TO OVERCOME
THE CRISIS TRENDS IN SCIENCE, TECHNOLOGY AND INNOVATION

Olexiy SAMOYLIKOV?, Postgraduate Student,
“G. M. Dobrov” Center for scientific and technological potential
and science history studies of the NAS of Ukraine

The Ukrainian scientists have problems with the financing of innovation in the economic and
political crisis. The intensification of the use of public-private partnerships can help to solve this problem.
The aim of the article is to research the current state of public-private partnerships in science, technology
and innovation sphere in Ukraine. The method of this article is based on analysis of the key national
public-private partnership publications and Ukrainian national data. The main result is to present ways of
development of public-private partnership in order to survive the Ukrainian science and increase
innovation economy.

Key words: Ukraine, Public-private partnership, PPP projects.

In contextul crizei economice si politice, oamenii de stiintd ucraineni se confruntd cu probleme ce
vizeazd finantarea inovarii. Intensificarea utilizdrii parteneriatelor public-private poate contribui la
rezolvarea acestei probleme. Scopul acestui articol este de a cerceta starea actuala a parteneriatului
public-privat th domeniul stiintei, tehnologiei si inovarii in Ucraina. Metoda utilizatd se bazeazd pe o
analiza a principalelor publicatii nationale privind parteneriatul public-privat in Ucraina si statisticile
ucrainene. Rezultatul principal este de a propune modalitdsi de dezvoltare a parteneriatului public-privat
pentru a asigura supravietuirea stiintei ucraineane §i de a spori economia de inovare.

Cuvinte-cheie: Ucraina, parteneriat public-privat, proiecte PPP.

Ykpaunckue yuenvie 6 ycnogusx 9KOHOMUYECKO20 U NOAUMUYECKO20 KPUZUCA UCHBIMbLIGAIO
npobnemvl ¢ Qunancuposanuem  unHosayuti. HMumencupuxayus — UCNONL3OBAHUS — MEXAHUIMOB
20Cy0apCcmeeHHO-4aCcmHO20 NaAPMHEPCMBd MO*Cem CROCOOCMB08amyb peuieHuto 3moti npodaemsl. Llenvio
cmamvu A6AAeMcs UCCAe008AHUE MEKYUWe20 COCMOAHUSL 20CYOAPCMBEHHO-YACHHO020 NAPMHEPCMEa 6
HAYYHO-MEeXHUYEeCKOU U UHHOBAYUOHHOU cepe 6 YVkpaurne. Hcnonv306annblil Memoo 6a3upyemcs KaxK Ha
aHanuze Kuo4esblX HAYUOHANbHbIX NYOIUKAYULL O 20CYOAPCMBEHHO-YACMHOM NapmHepcmee & Ykpaume,
Max u YKpauHcKkux cmamucmuieckux 0anuwvlx. OCHOBHbIM pe3yIbmamom AeasAemcs npedaodceHue nymeti
PA38UMUS 20CYOAPCMEEHHO-YACMHO20 RAPMHEPCMBA 01 00eCnedeHUs: GbIJCUBAHUS YKPAUHCKOU HAYKU U
NOBbIUUEHUSL UHHOBAYUOHHOU IKOHOMUKU.

Knioueevie cnosa: Ykpauna, 2ocyoapcmeenno-vacmuoe napmuepcmeso, npoexkmol 1411

JEL Classification: H54; L32; L33.

Introduction. Ukrainian economy needs to move from resource-based economy to an innovation
model increasing energy efficiency, overcoming every year widening technological gap between the
developed countries. Public-private partnership (PPP) successfully helps to solve the problem of
modernization of the economy. One of the key objectives on the way of integration of Ukraine into the EU
is to maintain and develop scientific, technological and innovation potential of the country.

Trend on the reduction of national scientific and technological capabilities has been negative since 1991
in Ukraine. Ukraine had 313 079 researchers in 1990 and more than four times less — 69 404 in 2014 [1].
The specific weight of R&D in the GDP was 1.35% in 1996 and only 0.7% in 2014. Causes are the lack of
adequate public financing, liquidation of enterprises with a high share of high technology products,
reduction of scientific developments in the military-industrial complex, underestimated prestige of
scientist profession in the society. Funding for science was 0.29% of GDP in 1991 and would be less than
0.2% in 2015, which equates Ukraine on this indicator to underdeveloped countries.

1 © Olexiy SAMOYLIKOV, samoylikov@gmail.com
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Organization for Economic Co-operation and Development (OECD) determines that PPP in
science, technology and innovation is any official relations or arrangements at fixed/unlimited period of
time between public and private stakeholders in which both sides interact in decision-making and
investing limited resources such as money, personnel, equipment and information for specific purposes in
a particular field of science technology and innovation [2]. PPP in science, technology and innovation is
possible to consider as institutional and organizational alliance between the public and private business to
implement joint projects in science, technology and innovation with the aim of development scientific,
technological and innovation national capacity. There is a sufficient legal base for the development of PPP
mechanisms in Ukraine. Basic laws are the Law of Ukraine of public-private partnership and the Law of
Ukraine of concessions. However, there are no certain adopted laws that stimulate the implementation of
PPP in science, technology and innovation. Despite the laws, there are no legislative incentives for this
type of innovation in research and educational organizations and no developed practical mechanisms for
protecting private investors with long-term, complex and socially necessary PPP projects.

The Ministry of Economic Development and Trade is the state institution responsible for the
implementation of PPP projects in Ukraine. The State Agency of Investment and Management of National
Projects and the Ministry of Infrastructure also deal with the development of PPP projects.

It is necessary to take various national programmes, action plans, concepts of development for the direct
implementation of PPP in Ukraine. The Institute of Economy and Prognoses at the National Scientist Academy
jointly with the experts of PPP development programme (USAID) promoted and accepted the concept of
establishing of PPP in Ukraine in 2013-2018. Annually the main problems of these programmes are the lack of
funding, the failure of the state authorities to fulfill the approved tasks and plans.

Ukrainian scientific organizations try to cooperate more closely with various international
organizations to intensify the use of PPP in innovation projects. Under the aegis of both European and
various international organizations were implemented centers of PPP, programmes of PPP mechanisms of
development and the programmes of technical assistance and modernization of various sectors of the
economy. An example of such cooperation is the accession of Ukraine to the EU Horizon 2020. This
Programme with a budget of € 13 095 million aims at the development of nanotechnology, biotechnology,
new materials development and promotion of innovation in high-technology industries. The goal of
Programme is to overcome barriers that hinder innovation in cooperation between the state and private
companies in PPP projects. Ukraine received 95% discount on the entrance fee and the first annual fee for
participation in this Programme is distributed in the following years.

The World Bank, the European Bank for Reconstruction and Development (EBRD), European
Investment Bank and others are the international organizations that support the development of PPP in Ukraine.

According to the State Service of Ukraine for Regulatory Policy and Private Enterprise Ukraine had 480
business centers, 79 business incubators, 50 technology parks, 538 leasing centers, 4 148 non-banking financial
institutions, 226 foundations of business support, 3 034 investment and innovation funds and companies and 4
238 advisory institutions at the beginning of 2014 [3]. Probably a tenth of those organizations that can support
PPP carries out productive activities. These projects do not work without real programmes of state support, tax
incentives and the interest of the regional authorities. Tools for private funding startups in Ukraine are
extremely weak or not used in long-term projects in the innovation sphere.

Ukraine had 243 projects on PPP principles at the end of 2014 [4]. Among them 210 are concession
contracts and 33 cooperation contracts. Table 1 provides information about the distribution of PPP
projects in Ukraine in the spheres of economic activity.

Table 1
Distribution of PPP projects in UKraine in the spheres of economic activity
The scope of economic activity Number of projects
Waste recycling 116 projects (47.7% of total)
Collection, purification and distribution of water 79 projects (32.5% of total)

Construction and maintenance of roads, railways, runways at airports, bridges, | 17 projects (7% of total)
trestles, tunnels and undergrounds, sea and river ports and their infrastructure

Production, transportation and supply of heat 7 projects (3% of total)
Production, distribution and supplying of electric power 5 projects (2.1% of total)
Search, exploration of mineral resources and mining 3 project (1.2% of total)
Management of real estate 2 project (0.8% of total)
Tourism, leisure, recreation, culture and sports 1 project (0.4% of total)
Operation and maintenance of irrigation and drainage systems 1 project (0.4% of total)

| Other areas 12 projects (4.9% of total)

Source: Data of the Ministry of Economic Development and Trade of Ukraine.
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Within the Law of Ukraine of special regime for innovation activity in technological parks in 1999,
began a period of intensive development of these innovative structures that have all the possibilities to
implement PPP projects. Tax benefits allowed technology parks to spend funds, earmarked for payment of
income tax, VAT, import duties on high-tech equipment and for their own innovative projects. The new
government abolished the privileges provided in 2005, arguing that the firm registered in science are
involved in schemes of evasion of customs duties and taxes. Despite the fact that sales of innovative
products within the implementation of innovation projects of technological parks amounted to
approximately US $ 1.5 billion from 2000 to 2009, cancelled incentives have not been replaced by any
state support and currently technological parks activities are insignificant in Ukraine [5]. Public financing
in many countries in the industrial parks is from 50% to 90% of the cost of research and development. For
example, the state finances around 50% of the cost of research and development in the USA and in China
funding can reach 90%.

The scientific parks also have significant potential to promote PPP projects directly in science,
technology and innovation. The Scientific Park “Kyiv Polytechnics” appeared at the National Technical
University of Ukraine “Kiev Polytechnic Institute” in 2007. The main objective of the project is to
establish a system of interaction between business, University and Scientific Park. Scientific Park has
database of innovative projects, conducts scientific conferences, trainings, establishes business school and
youth business incubator. The results of the work of the Scientific Park on project financing are
insignificant. The Scientific Park “Kyiv Polytechnics” signed only 13 partnership agreements for the
implementation of innovative projects and implemented 18 agreements on scientific-technical works for
US $ 338 000 in 2013.

Conclusions. Now many innovative projects using PPP arrangements had to be slowed down or
closed owing to the political and economic processes in Ukraine. In fact, for the near future, Ukrainian
scientists will not be able to count on the needed budget funding for their research. It is necessary to
intensify the search for private investors for the development of PPP and improvement of the level of the
innovativeness of the economy. Cooperation with EU countries, international economic organizations and
banks of development is one of the possible sources of financing of PPP in Ukraine. Objective process is
the gap of technological links, scientific cooperation with the Russian Federation. It is very important to
pay attention to the search for new partners for scientific collaboration in China, Asian countries that are
experiencing economic and technological rise. The absence of government guarantees and prospects for
making a profit is not conducive to the effective involvement of business in PPP projects. The government
must implement existing scientific developments in the sphere of energy saving, production and
transmission of electricity, infrastructure development within the PPP projects. Fuel and energy complex
of Ukraine requires complete modernization and innovation. It is necessary to attract resources of both
bigbusiness in global PPP projects and to use such mechanisms at the municipal level. Both the National
Academy of Sciences of Ukraine and the entire field of science and education require reforms. There is a
need for the creation of scientific and technology parks based on leading technical universities of Ukraine.
Now government financing of science goes mainly to finance salaries of scientists and utility payments.
Without the use of this set of measures, implementation of mechanisms of PPP for the development of
scientific and innovational potential the negative trends in Ukrainian science will continue to prevail.
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EVALUATION OF LIVING STANDARDS
IN RURAL AREAS IN THE REPUBLIC OF MOLDOVA
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Actuality. this paper presents a characterization of living conditions of the population from the
national rural areas. The study of rural development is conditioned by the need to signal particularly
acute social and economic problems faced by the people living in rural areas. Objective: Identification the
determinant factors of rural poverty and to highlight measures to improve the living standards of the rural
population. Methods: The investigation was conducted using the monographic method, the study is
focused on a well-defined social field. Results: The standard of living in rural areas is in a continuous
decline, there is a trend of population aging and the depopulation of villages is caused by the migration
process. Promoting a realistic policy of improving living conditions in rural areas, changing attitudes
towards the village, raising the prestige of the farmer is absolutely appropriate to improve the socio-
economic and cultural development of the country.

Key words: rural area, living standards, rural development, rural area, living conditions.

Actualitatea. Lucrarea de fata prezintd o caracterizare a conditiilor de viata ale populatiei din
mediul rural national. Abordarea subiectului privind dezvoltarea rurald este conditionatd de necesitatea
de a semnala problemele de ordin social si economic deosebit de acute cu care se confruntd populatia
care locuieste in mediul rural. Scopul. Identificarea factorilor determinanti ai sardciei rurale, precum si
evidentierea mdsurilor de sporire a nivelului de trai al populatiei rurale. Metode. Investigatia a fost
realizata prin utilizarea metodei monografice, studiul fiind axat pe un domeniu social bine determinat.
Rezultate. Nivelul de trai din spatiul rural este intr-o degradare continud, se observa tendinta imbdatranirii
populatiei, iar procesul migrational a cauzat depopularea satelor. Promovarea unei politici realiste de
imbundtdtire a conditiilor de viagd in mediul rural, de schimbare a atitudinii fatd de sat, de crestere a
prestigiului agricultorului este absolut oportuna pentru redresarea social-economica si culturald a
Republicii Moldova.

Cuvinte-cheie: spatiu rural, nivel de trai, dezvoltare rurald, localitate rurald, conditii de viata.

Axmyanvhocmys: Jlannas cmames npedcmaeisiem CcoOOU XaAPAKMEePpUCmuKy VCI08Ull IHCUHU
CenbcKko20 HaceneHus. no ecell cmpame. HM3yuenue — pazéumusi CenbCKUX PAiOHO8  00YCNOGIEHO
HEoOX00UMOCbIO  PEUEeHUsT  OCIPLIX — COYUANbHLIX U IKOHOMUUECKUX NpobiemM, ¢ KOMOPbIMU
CMATKUBAIOMCSL TI00U, Jicusywue 6 cenvckoli mecmuocmu. Llenv: Bvlsignenue OCHOGHBIX (HaKmopos
cenbeKoll beoHocmu U mep 0I5l HOBbIULEHUS YPOBHSA HCUSHU CENlbCKO20 HaceneHus. Memoosi: ucciedosanue
NPOBOOULOCHL C UCHONL30BAHUEM MEMO0d MOHOZPAPUHECKO20 UCCAe008AHUS COCPEOOMOYEHHO20 HA
yemKo OnpeoenreHHoOU coyuarvHou cgepe. Pezyibmamvl: Ypoeenv oicusHu 6 cenbckol MecmHOCmU
HeNpepuleHO CHUNCAEMCsl, HAOI00aemcs MeHOeHYUs CMAapeHus HAcelenus, d Oenonyiayuu Oepeseis
6bi36aHa npoyeccom muepayuu. IIposedenue peanvHOU ROIUMUKU NO YIVHUIEHUIO YCAOBULL JHCUSHU 8
CeNbCKOU MEeCMHOCMU, N0 USMEHEHUI0 OMHOWleHUsl K OepedHe, NO NOOHAMUIO npecmudica pepmepa
abCcoOMHO He0OXO0OUMO OISl COYUATLHO-IKOHOMULECKO20 U KYIbIYPHO20 PA36UMUsL CIPAHD.

Knwouesvle cnosa: cenvbckas MecmHocmy, YPOBEHb HCUZHU, CENbCKOE PA3GUMUE, YCTIO0BUSL HCUSHU.

JEL Classification: R20; O18.
Introduction. The level of living or the standard of living of the population represents the material,

cultural and social conditions of the population. The standard of living is characterized by a set of
synthetic indicators related with: the size of population’s income; volume and quality of goods and

! © Silvia ZAHARCO, silviazaharco@mail.ru
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services consumed; conditions of work and rest; the quality of health and social assistance; the degree of
education development; public access to science, art and culture etc.

Reducing poverty in rural areas, which is now so widespread, continues to be a particularly
important issue, including the Republic of Moldova. However, there is no single approach to rural
development and poverty reduction, sustainable for all countries. A number of European researches
showed that, compared to EU countries, Moldova ranks last referring to many indicators related to the
living conditions of the population.

In this context, this paper includes comments on recent trends and attempts to increase the living
standards of the rural population in the Republic of Moldova.

The main objective of this paper is to identify the determinant factors of rural poverty and to
highlight measures to improve the living standards of the rural population. The analysis of living standards
of the population, especially in rural areas, continues to be hampered by lack of adequate data.

Methods. The researches reflected in the article are based on the data of the National Bureau of
Statistics. The investigation was conducted using the monographic method, the study is focused on a well-
defined social field. Through the method of secondary analysis of statistical data and relevant literature
socio-economic assessment of the national rural communities was undertaken.

Results. The development of rural areas is a complex and actual problem which involoves both the
conservation of the rural area from the economic, social, cultural, ecologic point of view and the necessity to
modernize rural life. In the Republic of Moldova rural area covers the biggest part of the country’s territory.
The surface of Moldova is 33846 km? of which rural area covers 31239 km? or 92.3%. Rural population
constitutes 2047,9 thousand persons representing 57.6% of the total population (Moldova in figures, 2015).

During the transition to a market economy the territorial administrative organization of the Republic
of Moldova has undergone several changes. Currently, the Republic of Moldova is divided into 32
districts, including 61 towns and 1575 villages and settlements in villages. In large cities of Moldova
social welfare and infrastructure are more or less acceptable, while in small towns and villages there are
no conditions for a decent life.

Social problems in rural communities differ from one region to another, from one place to another.
The needs of the population of a village differ significantly from those of the population of a small city, and
of the inhabitants of large cities. There are numerous problems referring to drinking water supply, provision
of gas, development of roads, provision of houses with amenities, and in recent years there appeared the
problem of air pollution. Social and economic problems that have affected rural areas, impose
socio-economic research and evaluation of rural communities to help enhance development processes.

The structure and level of equipment of dwellings in rural areas. Housing conditions are an
important indicator of welfare. Unlike urban areas, where housing has only the function of habitat, in rural
areas the dwelling is only a part of the household, which is a “microunit” of production with mixed
function, human habitat and a humber of constructions serving as economic activity. In rural areas, the
most common type of housing is the individual house (Lup, A. etal., 2011).

Broadly rural household consists of the following main parts: residential and housework house,
areas of intravilan land, livestock compartments, compartments for agricultural processing, storage
annexes, workshops and recreation departments. Depending on the specific structures other individual
components may occur (Otiman, PI, 2000).

Housing facilities with the main commaodities reflect the comfort of the living space. Thus, most of
the urban households have several utilities inside the building (networks of hot water, heating, gas
network, sanitary, sewer etc.), which is not specific for rural areas. Households in rural areas are far less
equipped with living commodities than those in urban areas. Apart from electricity, which has a 100%
coverage in the Republic of Moldova, rural households lack hot water, heating and sewage systems. In
urban areas, 89.3% of households have access to the installations of water provision, 74.9% have
bathroom inside the house, 89.7% have sewage system and 79.7% have a bath or a shower. In rural
households only 38.0% have installations of water provision, 10.5% have a bathroom inside the house and
36.0% have sewage system. Public water supply systems operate in 57 urban and 77 rural areas. Other
consumers use water for drinking and household purposes from wells. In most cases the quality of water
from these sources does not meet the state standard 2874-82 “Drinking water”. About 10% of the samples
in urban and 16% in rural water supply systems are contaminated (Development Strategy for Agriculture
and Rural Areas of Moldova 2014-2020).
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Fig. 1. Providing households with main facilities in 2014,%
Source: Prepared by author based on the data of the National Bureau of Statistics, Household Budget
Survey.

It should be noted that not all the houses that have water supply system (38%) also have a
bathroom. Inadequate rural housing provision with bath also shows a low level of hygiene of the residents
in rural areas. This low level of hygiene with poor nutrition demonstrates much higher rate of death, in
particular, the infant death. (Bajura, T., 2007).

In 2014 in urban areas there were recorded 8.7 deaths per 1000 inhabitants, while in rural areas — 12.9.

Compared with urban households whose homes are better equipped with appliances, rural houses
have inferior equipment. Thus, in urban areas, 100 households have on average 108 TV sets, while in rural
areas there are only 99 TV sets. The refrigerators are present in 93 of 100 urban households, while in rural
areas there are only 84. The number of cars per 100 households in urban areas varies between 21 in urban
area and 20 in rural areas, at the same time in rural areas people use bicycles more frequently.

TV set 996 ;3{,52
Computer
Refrigerator 97.9
¥ Total
Washing machine = Rural
Vacuum cleaner B Urban
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Automobile
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Fig. 2. The endowment of households with durable goods in 2014,%
Source: Prepared by author based on the data of the National Bureau of Statistics, Household Budget
Survey.

The quality of the habitat, of the way of life depend heavily on technical equipment of rural areas.
Along with infrastructure, technical equipment means all the prerequisites to have in rural areas technical
living conditions similar to those in urban areas.

Nr.3/2015



ECONOMIE §1 SOCIOLOGIE / ECONOMY AND SOCIOLOGY 153

The incomes and consumption of goods and services in rural households. The standard of living
of the population can be determined based on the incomes and expenses incurred by the population.
Depending on income levels different needs can be achieved either pressing needs such as food or
housing, and necessary needs, but which (because of lack of money) may be waived: periodic medical
care, spending holidays, cultural needs etc.

According to the National Bureau of Statistics, the rural population’s disposable income in the first
quarter of 2015 constituted in average per person 1503.2 lei per month, which is lower by 817.9 lei per
person in urban areas. In rural areas, the most important source of income is the employment (25.5%), but its
contribution is almost 2 times less than in urban areas. At the same time, the incomes obtained from
individual agricultural activity constituted 19.0% of total disposable income. The rural population compared
to urban areas is dependent to a greater proportion on the transfers from abroad, their contribution being
0.4% compared with 0.1% in urban areas. Social benefits have a larger share in rural areas.

The structure of disposable income of the rural population in the first quarter of 2015 is reflected in

Figure 3.
B Employment activity
B Individual agricultural activity
Individual non-agricultural
activity
41 B Social benefits
B Otherincomes (including

remittances)

Fig. 3. The structure of disposable incomes of the rural population, %
Source: Prepared by author based on the data of the National Bureau of Statistics, Household Budget
Survey.

The average monthly consumption expenditure of rural population in the first quarter of 2015
constituted in average per person 1591,1 Lei, respectively 751,7 Lei or 1.5 times less than in urban areas.
The largest share of the expenditure belongs to traditional food consumption needs — 44.5%, of which
17.4% of the consumption expenses represent products from individual agricultural activity. For house
maintenance a person on average allocated 15.8% of total consumption expenditures, and for clothing and
footwear — 12%. Other expenses were directed to health, transport, communications, housing facilities,
education, recreation etc. (Figure 4).

15,1%

m Food products

4,0% B Clothing and footwear
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M Healthcare
M Transport

15,8% m Recreation
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12,0%

Fig. 4. The structure of consumption expenditures of rural population, %
Source: Prepared by author based on the data of the National Bureau of Statistics, Household Budget
Survey.
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The reason that food consumption has a higher weight in the consumer basket is caused by low
incomes of the rural population, which is forced to devote much of resources for food and less for other
goods or services. We can see a completely unsatisfactory level of income and consumption of the
population in rural areas.

Regional disparities by area (urban-rural) concerning human development. One of the indicators
expressing the standard of living is the human development index (HDI), which is a quantitative measure
of the degree of success of a country to develop human capital (Lup, A. etal., 2011).

Human Development Index (HDI) comprises three core elements:

» longevity — is measured by life expectancy at birth, which is directly influenced by the

development of the country;

» educational environment - is calculated as an arithmetic average between literacy degree among
the adult population (representing two thirds) and the gross enrollment rate in education at all the
levels (one third);

» standard of living - as a measure of standard of living Gross Domestic Product (GDP) per capita
is used calculated at purchasing power parity.

The three HDI indicators have equal shares and characterize the overall level of the development of

a nation. HDI level ranges on a scale between 0 and 1, the level of human development is much higher
since it is closer to the value 1.

The reality of actuality in the Republic of Moldova demonstrates urban: rural disparities quite
alarming. The largest discrepancies are found in the basic factors of the quality of life: the quality of
health care, the quality of habitat and incomes in rural areas (Table 1).

Table 1
The evolution of some indicators of the quality of life in rural and urban areas
in the Republic of Moldova

Indicators 2012 2013 2014

total | urban | rural | Total | urban | rural total | urban | rural

GDP per capita by
purchasing  power

Parity, USD 4220 4685 4979

Life expectancy at | 2915 | 7351 | 69.55 | 71.85 | 74.01 | 70.53 | 7158 | 74.29 | 69.89
birth, years

The birth rate, % 111 | 100 | 119 | 106 | 93 | 116 | 109 | 93 | 120
The infant mortality | g | g5 | 108 | 94 | 96 | 93 | 96 | 74 | 109
rate, %

Literacy rate, % 99.40 99.60 99.70

The absolute poverty | oo | g9 | 298 | 127 | 46 | 188 | 126 | 39 | 192
rate, %

Unemployment rate,%| 5.6 7.3 3.9 5.1 6.3 4.1 3.9 5.2 2.7

Human

Development Index
(HDI) 0.657 0.663 0.671

Source: Prepared by author based on the data of the National Bureau of Statistics.

Life expectancy at birth in 2014 compared to 2013 decreased by 0.27 years. Greater decreased life
expectancy of the residents in rural areas (0.64 years). At the same time the average life of urban
population increased by 0.28 years. In 2014, due to the differentiated level of mortality, average life of
urban residents was higher than those in rural areas by 4.4 years.

The birth rate is slightly higher in rural areas fully compensated by higher infant mortality rate in
villages, explained not only by material poverty, but also the shortage or even lack of qualified medical
personnel.

The urban-rural development regions also differ in terms of human development (HDI). The HDI is
not a perfect measure of development because it includes only a few relevant issues and the freedom of
choice of indicators is largely constrained by data availability. However, it is obvious that development
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does not mean only economic growth. Indeed, a higher economic growth does not turn necessarily into a
more accelerated human development: in 2014, the average annual growth in GNP per capita according to
purchasing power parity was 6.3%, while the average rate of growth of HDI was only 1.2%.

Consequently, we can mention that in the Republic of Moldova we have large disparities between
urban and rural, to the detriment of the latter. Habitat quality ratios are quite lower in rural areas than in
urban areas. If we consider that in urban areas living conditions are also poor, we face unfortunate
situation throughout the Moldovan countryside.

Conclusions and recommendations. The difficult situation in rural sector involves the need to
implement new rural development programs, significant changes in state policy in the villages. Rural
policy should support active rural development as a factor of economic growth, mitigating the causes of
poverty and moving towards an economic and socially acceptable standard in rural areas.

Studying the socio-economic development of rural communities in the Republic of Moldova, we
find that the villages don’t have necessary conditions for a decent and agreeable life. The issue of socio-
economic development of rural areas is a problem of microlevel. It implies lack of financial administrative
and economic autonomy which could lead to a broader update of local problems.

Employment opportunities in rural areas are often precarious, poorly paid. The lack of decent
employment opportunities in rural areas is one of the main reasons for rural poverty. Promoting
employment in rural areas is crucial to improve living standards in rural areas.

The encouragement of the development of rural entrepreneurship can help increase productivity in
rural areas and, on this basis, improve the living standards of the rural population. It is necessary to
develop the entrepreneurial spirit of rural residents by developing skills and creating the necessary
conditions for the creation of new business.
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Actuality and purpose of work. Bitcoin is a currency that exists only virtually and has appeared due
to the global financial crisis and development of technologiesof technologies. Cashless payments become
more popular and in this context e-commerce has improved. There were Aanalized the ysis of bitcoin
perspectives in the banking system, by emphasizing analyzing the strengths and weaknesses of this
currency and the point of view of investors, central banks and commercial banks. The methods used. The
methodological approaches used bymentioned in special literature were used. The results of the work.
Analysis can be used to improve electronic commerce and cashless payments in Moldova, where cash is
still very widely used.

Key words. Bitcoin, cryptocurrency, blockchain, transactions, bank, investor.

Actualitatea si scopul lucrarii. Bitcoinul este o moneda care exista doar in mediul electronic §i
a apdrut in urma crizei financiare globale si datoritd dezvoltarii tehnologiilor informationale. Pldtile fara
numerar devin tot mai populare, n acest context, evolueaza comertul electronic. Este studiata analiza
perspectivelor utilizarii bitcoinului in sistemul bancar, cercetate punctele forte si punctele slabe ale
acestei monede, precum §i opinia investitorilor, bancilor centrale si bancilor comerciale. Metode.
Suportul metodologic este consituit din abordarile folosite In literatura de specialitate. Rezultatele
lucrarii. Analiza poate fi aplicata in dezvoltarea comertului electronic si a platilor fara numerar in
Republica Moldova, unde numerarul este folosit pe larg.

Cuvinte-cheie. Bitcoin, criptovalutd, lant in bloc, tranzactie, bancad, investitor.

AxmyaneHocms u yeab pabomsi. Bumkoun aeisiemcs 8antomotl, Komopds cywecmeyem mojbKo 8
NEKMPOHHOM ~ 6UOde, KOMOpAsi MNOABUNACL U3-34 MUPOBO2O (DUHAHCOB020 Kpusuca U pazeumust
uHgopmayuonusvix mexuonozul. besnanuynvlie naamedcu cmanosimcs 6ce 0Oojnee NONYIAPHLIMU U
pazeueanacs 6 SMoM KOHMEKCme U 9AeKMPOHHA mopeosis. AHanu3 Uucnonb3o8anusi OUMKOUH 6
OAHKOBCKOU cucmeme, aHATU3UPYsL CUlbHble U Cladble CIOPOHbL MO BATIOMbL, A MAKICE TMOYKU 3PEHUs.
UHBECMOPOB, — UEHMPAIbHLIX — OAHKO8 U KOMMepueckux  Oankos.  Hcnonv3yemvle — memoobwi.
Memooonozuueckue nooxoovl, KOmMOpbie UCNOIL3VIOMCA 6 CHeYUAIUSUPOBAHHOL  Iumepamype.
Pezynomamor pabomui. Ananuz moorcem 6binb UCHONL308AH 8 YENAX PA3GUMUY IJIEKMPOHHOL MOP208IU U
beznanuunvlx naamedceti 6 Mondose, 20e HanuYHbIE CPEOCMBA NO-NPENCHEMY OUeHb UWUPOKO
UCTIONL3VIOMCAL.

Knwouesvie cnosa. Bumxotin, Kpunmoganioma, yenouxa 010K08, mpan3axyus, OanK, uHeecmop.

JEL Classification: G24; E5; L81; 0O30.

Introduction. The modern technologies have changed the world of money and the essence of
currency. Moreover, it has generated a new form of currency — cryptocurrency. Among these, the most
highlitedhighlighted is the bitcoin.

The bitcoin phenomenon. Bitcoin is a virtual currency — cryptocurrency, invented by Satoshi
Nakamoto in 2008. It seems that the disappointments regarding flat currencies — dollar, euro and others
have reached a critical point. The evolution of this currency is amazing. At the beginning of 2015 there
were over 14 million Bitcoin in circulation (Figure 1).
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Fig. 1. Amount of bitcoins in circulation
Source: https://en.wikipedia.org/wiki/Bitcoin#/media/File: Total-bitcoins.svg [1].

From 2009, Bitcoin had a stable evolution until 2011, but from 2011 the exchange rate against the
US dollar increased from $ 0.30 for a bitcoin (BTC), to about $ 17. In early 2011, a number of issues of
entities that conduct transactions in dollars led to rapidly falling prices at $ 5/ BTC. 2011 and 2012 were
periods of consolidation, and the exchange rate increased to 14 $/BTC.
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Fig. 2. The evolution of exchange rate, BTC/$ [2]

Source: http://www.coindesk.com/price/.

In 2013, the price of Bitcoin has exploded from 14 $/BTC in January to over $ 1000 in November -
December 2013. An important role in this growing had the crisis in Cyprus (after blocking of the accounts in
several banks). If 2013 was dominated by small bitcoin network “players”, after involving of companies and
investors the use of bitcoin has raised. The exploding rise of the exchange rate against the dollar has attracted
the attention of authorities in many countries and bitcoin is not recognized as legal payment instrument. The
exchange rate has declined steadily and was ranging several months between 550 to 650 $/BTC.

The whole structure is based on the ideas of bitcoin that Nakamoto defined as a chain of digital
signatures, it is possible to consider the coin as a token digitally signed by the owner that desires to
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transfer the currency. So each user transfer the coin to other subject in the network digitally signing
a hash of the previous transaction and the public key of the next owner, the signature is then added
to the end of the token.

Transaction Transaction Transaction
Owner 1's Owner 2's Owner 3's
Public Key Public Key Public Key
E@

Y ers,| e |
Creamer O's o Owner 1's = Owner 2's
Signature — Signature v Signature
et i
e o
COwner 1's N Owner 2's Owner 3's
Private Key Private Key Private Key

Fig. 3. The scheme of a bitcoin transaction
Source: http://www.4flush.com/bitcoin [3].

Only beneficiary could verify the previous transaction using its private key because the coin has
been signed using its public key and this permit it to verify the chain of ownership. The described process
has solved the problem of authentication of the payment, but we are not able to avoid the duplication of
the transaction, in practice the circuit must avoid that the same coin could be used in multiple transactions.

The model is assured with the task of verifying that each coin is spent only once, this central
authority is named “mint”. After each transaction the mint acquires the coin used to issue a new coin, in
this way only the coins distributed directly from the mint are valid and only for them there is the assurance
that have not already been spent.

Each new transaction is spread to all nodes of the network that collect the information related to the
operation into a block. After verifying the time validity of the data the node spreads the block to other
elements in the network.

The bitcoin software links to the network and generates the private and public keys necessary to
take part to the process. The security of the model consists in the impossibility to exploit user’s private
key from its public key, making impossible to impersonate the user. The keys could be moved from a PC
to another because are stored in a file resident on the user’s PC.

Each transaction is characterized by beneficiary’s public key, owner private key and of course the
amount of bitcoins that have to be transferred.

When a user A transfers the money to another user B prepares an information block which has the
public key of B (the address) and the amount of coins to be transferred, by signing with the A private key.
The information is then spread in the network and the nodes validate the signatures and the amount of
numbers implicated before accepting it. When a node verifies the correctness of the transaction, it sends
the details to the network to permit to other entities to verify them to permit to specific machines to add
the transaction to a public record of transactions, and these machines are known as “miners”. The security
level of the model is high, and makes impossible the creation of false transactions, each user can use only
the bitcoins he has.

A transaction declares to the network that the holder of a number of bitcoins has accepted the
transfer of some of bitcoins to another holder. The new owner can now spend these bitcoins by making
another transaction that authorizes transfer to another owner, and so on, in a chain of ownership. Each
transaction contains one or more “inputs”, which are debits against a bitcoin account. On the other side of
the transaction, there are one or more “outputs”, which are credits added to a bitcoin account. The debits
and credits do not necessarily add up to the same quantity.

The inflation program is initially planned for bitcoin and is known to all holders of bitcoin. Thus,
inflation cannot be manipulated in order to affect the central spreading of value from ordinary users.
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Bitcoin customer nodes transmit transaction, and the system is sending it in the network. Doubtful
transactions are rejected by honest nodes. Transactions are free, but a fee could be paid to other nodes to
facilitate transaction processing.

The risks of bitcoin use. Use of the bitcoin by banks is also questionable at the moment. But along
the way, banks could use this money, such as Goldman Sachs and Standard Chartered, who published
their recent reports that could use this money in the future. J. Panachyata, employee of BNP Paribas, says
that use of Bitcoin will contribute to the development of global trade, in an article posted on his blog. Also
Societe Generale is showing interest in bitcoin — the bank seeks an IT cryptocurrency specialist.
Meanwhile, Swiss bank UBS has announced it will open a laboratory that will handle blockchain
technology. US bank Goldman Sachs published a report in 2014 on virtual currencies, where is underlined
the importance of cryptocurrencies. Spanish bank Santander says that thanks to blockchain technology, the
costs could be reduced by 15-20 billion euro annually by 2022. A. Patwardhan from the bank Standard
Chartered said that bitcoin will never become an alternative to fiat currencies [4]. Thus, we see that most
commercial banks have an optimistic attitude towards this currency, while other analyzes market trends.
But the central banks have taken a much tougher position against bitcoin, arguing that the use of
cryptocurrencies implies shocking risks. With all its pnenomenology, the use of bitcoin implies shocking
risks. “Virtual currencies such as bitcoin, include potential risks to the financial system. Virtual currency
is not a national currency and any currency and a payment acceptance is not binding legally. However, the
virtual currency is not a form of electronic money within the meaning of Law no. 127/2011 regarding the
activity of issuing electronic money”, citing a National Bank of Romania release [5].

“The central bank shows that using virtual currency schemes as an alternative payment is
potentially risky to the financial system because of lack regulation and supervision, money laundering,
terrorism financing, price volatility and lack of adequate security”, citing data from a report recently
issued by the European Central Bank [6]. Unlike national currencies issued by central banks, bitcoin is
generated by a complex chain of interactions between huge networks of computers worldwide. The coin
has been criticized for its anonymous character and absence of regulation, there is concern about the
possible use of it for financing terrorist activities or organized crime. Chair of FED, Janet Yellen, said the
institution she leads cannot control a virtual currency [7], while countries like Russia and China have
strongly restricted the use of bitcoin [8]. And some skeptical investors such as Warren Buffett, who said
that in next 50 years the assets will have a higher value than paper money or bitcoin [9]. Famous
economist Nouriel Roubini said that “Bitcoin is not a currency. It is a Ponzi scheme and a good conductor
for criminal or illegal activities” [10]. Other investors such as Richard Brenson supports the idea of
cryptocurrencies, believes in their future and in their potential [11]. If we are analyzing the topic from the
security point of view, the issue is very huge. According to a study by Kapersky Lab [12], bitcoins can be
stolen by wallet scammers and bitcoin softwares are attacked by malicious viruses.

Conclusions. Virtual currency schemes, such as bitcoin, are not full forms of money as usually
defined in literature. Anyway, these schemes may replace banknotes, scriptural money and e-money in
some situations. For the tasks of central banks, the materialization of these risks depends on the amount
issued for the respective schemes, their bond to the real economy, including through regulated institutions
implied with cryptocurrencies schemes, their traded volume and on user acceptance. Participation in such
schemes exposes users not only to key payment system-like risks but also to other risks coming from the
characteristics of cryptocurrencies. In particular, users are exposed to exchange rate risk related to high
volatility, to counterparty risk related to the anonymity of the beneficiary and to investment fraud risk
related to the absence of transparency. So there are both general and specific ways in which users could
lose their whole virtual money. Some aspects of these risks are peculiar to the cryptocurrency concept and
the risks mostly remain unmitigated by legislation, regulation or supervision.

The reactions from governments to the phenomenon are different, partly depending on the part of
the world these originate from and on the type of authority. Responses differ from warnings about risks,
statements and clarifications on the legal status, licensing and supervision of cryptocurrency-related
activities, or the interdiction of those.

To conclude, we can say that the future of bitcoin is uncertain because it exists only in virtual
environment and has a decentralized character. Commercial banks see a perspective in bitcoin, but do not
rush to accept the payment instrument and analyze trends. But central banks have taken a tough stance
against bitcoin, because the currency has a decentralized character and risks, such as money laundering,
terrorist financing and anonymity.

Nr.3 /2015



160

Revista teoretico-stiintifica / Theoretical and scientifical journal

10.

11.

12.

REFERENCES
Bitcoin [accesat 02 septembrie 2015]. Disponibil:
https://en.wikipedia.org/wiki/Bitcoin#/media/File: Total-bitcoins.svg
Bitcoin Price Index Chart [accesat 02 septembrie 2015]. Disponibil:
http://www.coindesk.com/price/
GILL, T.J. Bitcoins. The Future of Currency? [accesat 02 septembrie 2015]. Disponibil:
http://www.4flush.com/bitcoin
PEREZ, Yessi Bello. 8 Banking Giants Embracing Bitcoin and Blockchain Tech, 27 july 2015.
[accesat 02 septembrie 2015]. Disponibil: http://www.coindesk.com/8-banking-giants-bitcoin-
blockchain/
BANCA NATIONALA A ROMANIEIL Comunicat referitor la schemele de moneda virtuala, 11
martie 2015 [accesat 02 septembrie 2015]. Disponibil: http://www.bnr.ro/page.aspx?prid=10016
EUROPEAN CENTRAL BANK. Virtual currency schemes — a further analysis. Frankfurt am
Main, Germany, 2015. 37 p. ISBN 978-92-899-1560-1 [accesat 02 septembrie 2015]. Disponibil:
http://www.ecb.europa.eu/pub/pdf/other/virtualcurrencyschemesen.pdf
YELLEN, Janet. Federal Reserve has no authority to regulate Bitcoin, 27 february 2014 [accesat 8
septembrie  2015]. Disponibil:  http://www.theguardian.com/business/2014/feb/27/janet-yellen-
federal-reserve-no-authority-regulate-bitcoin
SMART, Evander. Top 10 Countries in Which Bitcoin is banned, 27 may 2015 [accesat 02
septembrie 2015]. Disponibil: https://www.cryptocoinsnews.com/top-10-countries-bitcoin-banned/
BAD®®ETT, YoppeH. AktuBbl nyuie JeHer B ciaeayromue 50 ner. 2014, 3 martie 2014 [accesat 02
septembrie 2015]. Disponibil: http://www.vestifinance.ru/articles/40146
ROUBINI, Nouriel. Bitcoin Is a ‘Ponzi Game’, 10 mars 2014 [accesat 02 septembrie 2015].
Disponibil: http://blogs.wsj.com/moneybeat/2014/03/10/nouriel-roubini-bitcoin-is-a-ponzi-game/
BRANSON, Richard. How digital currency could transform the world, 13 november 2014 [accesat
03 septembrie 2015]. Disponibil:  http://www.virgin.com/richard-branson/how-digital-currency-
could-transform-the-world
BADARAU, Elena. Securitatea nationald si diminuarea riscurilor ciberamenintirilor = National
security and reducing of cyber-attack risks. In: Economie si Sociologie = Economy and Sociology.
2014, no. 4, pp. 85-103. [accesat 03 septembrie 2015]. Disponibil: http://ince.md/ro/complexul-
editorial/publicacii-periodice/reviste-tiinifice/economie-si-sociologie/

Recommended for publication: 14.09.2015

Nr.3/2015


https://en.wikipedia.org/wiki/Bitcoin%23/media/File:Total-bitcoins.svg
http://www.coindesk.com/price/
http://www.4flush.com/bitcoin
http://www.coindesk.com/8-banking-giants-bitcoin-blockchain/
http://www.coindesk.com/8-banking-giants-bitcoin-blockchain/
http://www.bnr.ro/page.aspx?prid=10016
http://www.ecb.europa.eu/pub/pdf/other/virtualcurrencyschemesen.pdf
http://www.theguardian.com/business/2014/feb/27/janet-yellen-federal-reserve-no-authority-regulate-bitcoin
http://www.theguardian.com/business/2014/feb/27/janet-yellen-federal-reserve-no-authority-regulate-bitcoin
https://www.cryptocoinsnews.com/top-10-countries-bitcoin-banned/
http://www.vestifinance.ru/articles/40146
http://blogs.wsj.com/moneybeat/2014/03/10/nouriel-roubini-bitcoin-is-a-ponzi-game/
http://www.virgin.com/richard-branson/how-digital-currency-could-transform-the-world
http://www.virgin.com/richard-branson/how-digital-currency-could-transform-the-world
http://ince.md/ro/complexul-editorial/publicacii-periodice/reviste-tiinifice/economie-si-sociologie/
http://ince.md/ro/complexul-editorial/publicacii-periodice/reviste-tiinifice/economie-si-sociologie/

ECONOMIE §1 SOCIOLOGIE / ECONOMY AND SOCIOLOGY 161

THE NATIONAL SERVICES NETWORK EURAXESS
AS AN EFFECTIVE TOOL FOR INTEGRATION
IN THE EUROPEAN RESEARCH AREA
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EURAXESS is a unique initiative of the European Commission, which aims to promote the growth
of research careers and stimulate the researcher’s mobility in European area. The initiative was created
to protect and develop the European space of research and innovation and to help the scientific
community to improve the career and social development.

Key words: EURAXESS, European Commission initiative, researcher’s mobility, European
Research and Innovation areal, career, social development.

EURAXESS este o initiativa unicd, lansatd de Comisia Europeana pentru promovarea carierei de
cercetare si facilitarea mobilitatii cercetatorilor in spatiul European. Initiativa a fost creatd pentru a
stimula, proteja si dezvolta spatiul european de cercetare si inovare, oferind comunitatii de cercetare
accesul la imbunatatirea carierei §i dezvoltarea sociala.

Cuvinte-cheie: EURAXESS, initiativa Comisiei Europene, mobilitatea cercetdatorilor, spatiul
european de cercetare §i inovare, carierd, dezvoltare sociala.

EURAXESS senaemcs yHukanvHot unuyuamugou Eeponetickoti Komuccuu, komopas umanpasnena
Ha coOelcmeus pocma HAYYHO-UCCIeO08AMENbCKUX — Kapbepbl U CIMUMYAUpyem MOOUIbHOCIU
uccneooeameneil 6 Eepone. Hnuyuamuea Ovina co30ana 4modsl 3auuuyams U pazeéusams e6poneiucKoe
NPOCMPAHCMBO UCCIE008aAHUN U UHHOBAYUL U NOMO2ATNb HAYYHOMY COOOWEeCmaEy 8 YayuuleHue Kapbepbvl u
6 COYUANLHOM Pa3GUMUE.

Kntouesvie cnosa: EURAXESS, unuyuamusa Eeponeiickoi  Komuccuu, moburbHocmu
uccnedosameneti, Egponeitickoe npocmpancmeo uUcCie006aHuli U UHHOBAYUL, Kapbepd, COYUANbHOE
pazeumusi.

The European Research Area, in which national science is becoming increasingly present,
is by definition an open space where scientific knowledge, technology, and researchers are moving freely.
This is why the EURAXESS initiative aims to promote career opportunities and the mobility of European
researchers. Currently, forty European states are involved in the EURAXESS network, which acts at
European, regional, and national levels. Through EURAXESS, researchers receive information about all
aspects regarding the mobility, both online as well as through personal consultants at their respective
research facilities. A Pan-European jobs database helps candidates to find vacant posts at research
institutes and organizations that promise equitable work recruitment and growth opportunities for the
researchers. EURAXESS is based on four pylons:

EURAXESS Jobs — a free recruitment tool by which researchers can find up-to-date information
about vacant positions, financing opportunities, and grants from all Europe. Of crucial importance is the
posting of one’s CV on this platform, thus permitting a feedback from potential employers. On the other
hand, companies and research institutes are given the possibility to freely post vacant jobs announcements
and to search for valued international researchers. Users can also access national EURAXESS portals of
partner countries that contain information regarding jobs, financing opportunities, and personalized
services from each country.

EURAXESS Services — a network comprising over two hundred Service Centers from 40 European
countries. With a team of well-informed personnel, these centers help researchers (and their families,
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every time this is the case) to plan and organize their moving to a foreign country. This personalized
assistance is helping researchers to be less stressed about accommodation, visas, work permits, etc.

EURAXESS Rights is offering all the information regarding the European Charter of Researchers
and Code of Conduct for the Recruitment of Researchers, fundamental documents functioning as guides
for good practices, created in order to promote equal rights and obligations for all European researchers,
specifying their role, responsibilities, ad rights, but also that of the financers/employers. Thus, attractive
research careers, a better employment rate and work conditions for European researchers are assured. The
guidelines of the Charter and the Code are equally addressing European research organizations, and public
or private universities. The Science Academy of Moldova (SAM), and through it the national science
community, adopted the European Charter of Researchers and Code of Conduct for the Recruitment of
Researchers in December 2011, agreeing to apply their principles in the field of science and innovation in
the Republic of Moldova.

EURAXESS Links — a network established between the USA, Japan, China, Singapore, and India,
addressing European researchers working outside the European Research Area. It offers detailed
information about research in Europe, European research policies, job opportunities in Europe,
international cooperation and transnational mobility. The platform also offers networking web-instruments
for researchers.

Our country acceded to the EURAXESS initiative in October 3" 2011, when the Center for
International Projects of the SAM was designated as host and liaison institution for the EURAXESS
Services Network in the Republic of Moldova. The first step for implementing the principles of the
EURAXESS mechanism in our country consisted in creating the special portal (www.euraxess.md) for
promotion of the initiative, resting on three pylons: EURAXESS Services, EURAXESS Rights, and
EURAXESS Links. This was followed by the creation of a national network of local contact points, meant
to support the personnel of each one’s institution by directly assisting researchers returning to or leaving
the institution (presently, the network comprises 25 people). However, a limitation of the local contact
points is that they cannot provide services for researchers from other institutions. That is the reason why
three national regional EURAXESS centers have been established (Center, South, and North). Another
goal of the EURAXESS initiative at national level was to encourage Moldovan research institutes to
subscribe to the standards of the Human Resources Strategy for Researchers (HRS4R), a tool that helps
employers and financers form the field of research to apply the principles of the Charter and the Code,
resulting in receiving the logo “Excellence in Research”, thus increasing the international visibility and
prestige of the respective institutions. Until now, three institutions from our country received the HRS4R
logo: The University of the Science Academy of Moldova, the State University of Moldova, and the
National Institute for Economic Research.

Furthermore, the EURAXESS National Service played a major role in organizing science
promotion activities across the country, including both editions of the European Researchers’ Night
(2013 and 2015). Additionally, with direct help from the EURAXESS National Services Network, local
public interested in research and creativity experienced an unusual form of dissemination of scientific
ideas, called “Science Slam”: a form of scientific communication, originating in Germany, gaining
popularity around the world by presenting research in a fun, creative, and easy-to-understand manner,
therefore “opposed” to classic forms such as conferences or congresses. Recently, Science Slam Moldova
reached its 4™ edition, increasing its audience and, implicitly, its popularity with each edition.

A major milestone in the recognition of the importance, efficiency, and success of the National
Services Network was the inclusion of our country in the “EURAXESS — on tour” program, comprising
34 cities from 16 European countries, including Belgium, Switzerland, France, Montenegro, Portugal,
Romania, etc., which reached Chisinau at November 5, 2015, supplying young researchers with
information about the necessary steps for the integration in the research and innovation environment
provided by the European Research Area.

For more information about EURAXESS and the EURAXESS National Services Network:
Dorina Harea, Local Contact Point, Center for International Projects of the SAM, Tel.: +373-22-27-20-24,
E-mail: dorina.harea@euraxess.md, 1 Stefan cel Mare Blvd., office 513, Chisinau, Republic of Moldova.
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